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When' t>ofyttbod} asked ftajuji* as hi& life 
was ebbing awa>, how lie felt about it all, 
he said, very simply, th.it he was happy. 
That response referred, we may presume 
not only to his state of miml in his last days. 
Li also to hiientire life as he had been rising n. It was perhaps as much a cliche to 
Inscribe him a$ a karma yogi as to speak of hint as an elder statesman. But. whereas 
he latter epithet wa* often merely the insincere tribute which u lesser breed ol pohti- 
rilins of a shrunken generation would pay to him out of a guilty conscience, the concep- 
of Rajaji as dharmie idealist has an essential authenticity 


Inevitably we are reminded of the famous injunction of thj Gita about doing 
>hc's duty unmindful of results Rajah's living scholarship of the scriptures, howcvci 
always greater than the letter of their texts. 11c not only saw ‘duty' as an end in 
but also as a kinetic force which must bung about a larger fulfilment. It has 
Sfen said by The tthdwtan Times in an editorial on his passing away that he was basi¬ 
cally pessimistic abc t human naoue. This was a supei ficuil and unfair remark. The 
[ruth Lithal he had m unbounded and almost mystic faith in human nature—a faith 
vhidf reached, in fact, fai beumd human nature us an absuaction and attached itself 
lffedtionately to the human iacc as so many men. women and children 


I remember his telling me that, it China continued to be great in spue ol evciv- 
hing, it was because ol the philosophical and cultural traditions ol the Chinese people, 
heir discipline, haid woik and above all, their love of country which, of course, was 
something quite different from the patriotism for which T)i Johnson, in a memorable 
lhrasc, had expressed so much just contempt. Again, Rajaji, surely, would not have 
vaged his own political battles so fiercely to the last and invariably against Himalayan 
&lds had he not been labouring in the knowledge that the good and simple people 
his country dcseived no less of him. Courage or conviction of this quality or order 
lS not the badge ol a pessimistic view of human deserts or destiny. 


^n-othcr fashionable bit of folly is the equally false assumption that Rajaji was 
Svfron-grey eminence, all head and no heait. This, again, was a very supeificial view 
sf<ihis truly kindly man What Rajaji scorned was sentiment, not solicitude. His 
omcern for people as individual men 01 women — and he always saw people as so 
uajv„, cople and not as the felectoiale' was most profound and it was not merely 
vancing age that he lussed about the needs, problems or welfare of a family 
Vhich had always been far largpi than his own kith and kin. As in his private life $o 
r public a flairs he had an instinctive comprehension of what mattered really to people 
fife 1 if. in the thirties, he gave the then state of Madras as its ‘prime minister' an ad- 
jW'istiation of surpassing goodness, it was not just because ho was so superb in seeing 
Waugh flic* files or working through the officials. Then, as oil that other grand 
occasion in the late forties, when this time as the chief minister of Madras state in 
ndependent India -he swept away at one benign stroke a w'holc cobweb of food con- 
rols, he could govern well because he understood what good government had to mean 
•' rhe people. To him compassion was a first principle of administration and this 
vus why fu was most unhappy when he fell that the little Caesars of today had no use 
the people except to make use of them. 


It is sometimes held against him that even Gandluji could not make him Congress 
, esident nor Nelli u the picsidenlot India. In ancient Greece, they banished Arix- 
tes because the populace had got tired ol hearing him being called ‘the just*, hai 
*'o many men felt far too uncomfoitable with Rajaji and they would therefore wish 
'■m away by calling him ‘the wise one'. The tragedy was that [ndia needed his wisdom 
not least in the yeats since the middle fifties, when national independence began to 
ican less and less in terms ot fiecdom for the society or libeity for the individual 
.it was largely scquestcicd from it by a brand of politics which was perhaps the 
nly thing which made him feel, even tl onlv occasionally, the burden of his vears, 
* t-plus 


When some lime ago, I wrote m my column in this journal that 1 had iccentlv' 
iound Rajuji rather depressed because the Swalantra party was icccivmg so little financial 
mpporl fiom the business community, he promptly corrected me in one of his famous 
postcards: not ‘‘dcpiessed", but “perplexed" how this party would carry on if busi¬ 
nessmen who said that they believed in the principles For which it was fighting, would 
give only one 1 upce or even less to its funds for every bundled rupees or more they were 
pouring into the coffers of the ‘other' party. Nothing depressed Riijaji because he was 
a philosopher and a prophet who would never despair of the human destiny; but tlic 
folly of men constantly perplexed him, for be could see no sense at all tn persons, 
having judgment, refusing to use it Still, he died, ns he had^livi^thaAminlessentiai 
Happy Warrior. - The Editor. \ T ' i$L 
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l/y n#vr acquaintance with the heart 
and soul of Rajaji started some forty 
years ago when I was in my early teens. 
My contact with his mind or the man him¬ 
self came several years later. 

The sequence was in many ways a 
happy one. Perhaps the most widely 
accepted image of Rajaji is that he is the 
very embodiment of Reason. Much 
as 1 admire the dimensions or thrust 
of his intellect, the essential Rajaji to 
me, however, is not the cold warrior of 
monumental debates and discussions but 
man whose compassion is coeval with his 
consciousness of the essential good in 
men, as well as the follies and foibles of 
the human race. This is why 1 am happy 
that I got introduced to the personality 
of Rajaji through his virtue of goodness 
before 1 went on to know' more of him 
for his quality of wisdom. 

What precisely was this ‘introduction’ 
of which 1 have been talking? It was a 


monthly journal in the Tamil language 
called Vi mo chan am. The meaning of 

this title could perhaps be rendered freely 
in English as ‘Emancipation’ or perhaps 
‘Salvation’, my own preference being 
for the former version. This journal was 
being published in the late twenties and 
the early thirties from a little town called 
Tiruchengodc in Salem district of what 
was then the Madras Presidency. 

Tiruchengodc has earned permanent 
significance in our political geography and 
history because it served as the head¬ 
quarters (designated as Gandhi Ashram) 
for Rajaji for his political and social work. 
Those were days when the freedom struggle 
was seen and understood by millions of 
our countrymen as a means to an end, 
this end being much larger than the ending 
of British rule in this country. The goal 
of this struggle was seen as a destination 
of moral significance at which the nation 


could arrive only through its people 
seeking to be fit for the responsibilities 
and obligations of freedom. It was be¬ 
cause of this basic concept imposed on the 
freedom struggle by Mahatma Gandhi 
and those who worked with him that the 
positive elements of nation-building be¬ 
came even more important to the freedom 
movement than its political purpose of 
opposing or fighting Britain's occupation 
of India. 

Among these elements were Khadi 
and Prohibition and Rajaji, a great and 
grand campaigner for both, probably 
attached even more importance to Pro¬ 
hibition than he did to Khadi. He star¬ 
ted the journal Vimochanam primarily to 
educate the people on the practical conse¬ 
quences of the drink habit for the indivi¬ 
dual and the family and for the health 
and well-being of the illiterate and igno¬ 
rant masses in the villages or towns. Al¬ 
though its purpose was didactic, Vimo - 
chanam was no solemn preacher. On the 


contrary, it was a journal of the utmost 
human interest and through essays and 
short stories written in simple homely 
language it attempted to present vividly 
and with infinite pathos how the peasant, 
the landless labourer, the cottage in¬ 
dustry worker or the artisan in the small 
towns destroyed himself and ruined his 
wife and children when he became a slave 
to drink. 

The excellent readability of tbii journal 
and, therefore, its impact on its reader- 
ship were in no small measure due to edi¬ 
torial and literary talents of the late R. 
Krishnamurthy (or “Kalki'' under which 
pseudonym he wrote short stories, histo¬ 
ric novels, romantic fiction or reviews). 
This versatility of “Kalki” indeed was no 
painfully cultivated talent but a natural 
quality of his genius. Therefore, even 
during his novitiate years in Vimochanam , 
he experimented with almost every possi- 


Me way of using words to inform and’e^i|»; 
tain. Behind and beyond the writings qljf. 
“Kalki ’ in Vimochanam , however, weft* 
the moral force and the spiritual inspira¬ 
tion of Rajaji himself through which this 
journal acquired its character and per¬ 
sonality in the use of the printed word for 
the emancipation of man. 

It is true that few readers of Vimochanam 
were drink addicts themselves, while the 
mass of the enslaved whom it sought to 
redeem was obviously not people who 
could or would read the magazine. It 
followed that the service which Vinio- 
chanam did in the cause of prohibition was 
the creation of a proper climate in the 
community generally and among those 
sections which were in a position to give 
leadership and direction to the campaign 
against the drink evil. Vimochanam 
stirred the conscience of those among us 
as were in a position or owned an obli¬ 
gation to exert themselves to serve and 
protect the vulnerable poor and ignorant 
who had no defence against the drink 
habit. 

In the years Vimochanam was spreading 
its message I was a high school boy and 
it is possible that I could comprehend only 
vaguely or incompletely the significance or 
implications of what it was trying to say 
or do for the victims of drink. Even so, 
l used to look forward avidly for its arri¬ 
val every month and to this day the im¬ 
pression created then on my young mind 
by the powerful and moving pages of 
Vimochanam remains more real and clear 
than most of the intellectual or emotional 
baggage 1 managed to gather over my 
much-tutored days in later life. This is 
why when 1 think of Rajaji, I prefer and l 
am happy to think of him primarily as the 
creator of Vimochanam , which is for me 
the symbol of how large the human heart 
could be and how good the human spirit 
when great men give of their best in the 
service of the majority of the people who 
need to be guided and helped so that 
they may develop their latent potentialities 
instead of stifling them in self-destroying 
existence. 

—Reproduced from the Souvenir pub¬ 
lished by the Rajaji-Ninetythree Souvenir 
Committee, in December, 1971. 
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Planning in 
Tamil Nadu 

The Tamil Nadu Planning Commission 
may find it difficult to finalise the outline 
for the perspective plan period of 12 
yearsending with 1983-84 as each task 
force has formulated proposals for mas¬ 
sive investment in the respective sectors. 
The objective of the government and the 
commission is of course to achieve a 
doubling of the per capita income of the 
regional population by 1983-84 and also 
provide employment fully for the work 
force. With a well developed agricultural 
and industrial economy and a good 
network of communications and trans¬ 
mission and distribution facilities for 
power, the state is in a position to plan 
on ambitious lines and reach the stage of 
self-generating growth by the end of the 
decade. 

The difficulty will however relate to the 
determination of priorities because 
economic considerations alone are not 
taken into account. There will obviously 
have to be heavy expenditure on social 
services for improving literacy, raising 
nutritional standards and providing 
amenities for those below the poverty 
line. Fortunately the problems in this 
regard are not so forbidding in character 
as in other less developed states. Never¬ 
theless over 30 per cent of total outlay 
will have to be set apart for this purpose 
and out of the remaining 70 per cent of 
the Plan budget the allocations will have 
to be made for developing irrigation and 
agriculture, power resources, road facili¬ 
ties and industries in the state and joint 
sectors. 

The si/.e of the fifth Plan is yet to be 
determined though the general thinking 
is on the basis that it should be 
double the outlay of the fourth Plan 
which will be around Rs 560 crores. 
Having regard to the fact that the outlay 
in the public sector for the whole country 
in the next Plan period will be around 
Rs 35,000 crores against a possible net 
outlay of Rs 15,000 crores in 1969-74 
and a gross outlay of Rs 18,000 crores, 
it will be reasonable to presume that 
the gross outlay in 1974-79 on Plan 
projects in the state sector alone in 
Tamil Nadu will be Rs 1,500 crores or 
a net outlay of Rs 1,200 crores. Since 
every state may not be in a position to 
double this outlay in the next Plan and 
Tamil Nadu has a special advantage in 
this regard it may even be argued that 
there can be a much larger allocation of 
even Rs 1,800 crores gross. The Tamil 
Nadu government will however have to 
convince the Planning Commission 


about its ability to raise the required 
resources. For ensuring proper imple¬ 
mentation of Plan schemes it may be 
necessary to eliminate the losses that are 
being sustained on power generation 
and distribution and on the provision of 
irrigation facilities. There will neces¬ 
sarily have to be elimination of subsidies 
that are being borne on the supply of 
power for agricultural purposes and the 
use of irrigation facilities. 

Even allowing for the possibility of an 
improvement in the working of the state 
electricity boards and minimisation of 
expenditure incurred by way of subsidies 
in various directions the state govern¬ 
ment will have to be careful when finalis¬ 
ing the sectoral allocations. The main 
task in the fifth Plan period will relate to 
the modernisation of existing irrigation 
systems, scientific tapping of underground 
water resources, continuous expansion of 
power generating capacity on ambitious 
scale and well planned development of 
industries in all sectors. As there is not 
much scope for constructing a large 
number of new irrigation projects, the 
resources required lor modernising the 
irrigation systems can be easily found. 
But there will be real difficulty when 
planning for the creation of new capacity 
for power generation and the promotion 
of new industries in the dilfcrent sectors. 

Power planning has to be attempted on 
an intelligent and co-ordinated basis. 
Unless complete success on this front is 
achieved all other plans may go awry. 
The task force's suggestion for an outlay 
ofRs 1,500 crores in the perspective Plan 
period cannot be considered in any sense 
a tall claim as the task force on large- 
scale industries has appropriately laid 
stress on creating additional capacity of 
6000 MW in twelve years, 75 per cent of 
which will have to be thermal in charac¬ 
ter. The central government will obviously 
have to bear a large share of this outlay 
as the construction of another super 
thermal station at Neyvcli based on a 
second minccut will necessarily have to be 
undertaken by the central government. Jt 
has also been proposed that there should 
be an increase in the capacity of the 
Kalpakkain atomic power station to 600 
MW from 400 MW while il has been 
urged that another atomic power station 
should be established in southern Tamil 
Nadu preferably in Ramanathapuram 
district. 

The central government will find it 
difficult to concede all the demands of 
the state government as these projects 
alone may require an investment of over 
Rs 500 crores. A policy decision has to 
be taken whether there should be state 
or regional planning for power genera¬ 
tion. If it was ultimately decided that 


there should be co-ordinated development 
of power resources and available funds 
should be utilised in a manner which 
will give the best results, the Tamil Nadu 
government may find itself in an awkward 
position. t> 

It cannot be denied that it is far more 
advantageous to have super thermal 
stations at pit heads in Kolhagudem and 
Ramagundam in Andhra Pradesh which 
fortunately has large coal resources and 
another super thermal station at Neyveli 
based on a second minccut. There will 
of course have to be a streamlining of 
the working of the existing minecut with 
a view to raising the output of lignite and 
making full use of the capacity of the 
huge thermal station in the centre. It 
will follow that apart from expanding 
the capacity of the Ennore thermal sta¬ 
tion to the optimum extent and increasing 
the capacity of the Kalpakkain unit to 
600 MW there cannot be any other 
coal-based thermal station in this state. 

The original proposal fqr establishing 
another atomic power station at Tuticorin 
will have to be revived though, having 
regard to the later rethinking about the 
dcsirabiky of locating new atomic power 
plants in the near future because of the 
technical problems encountered in opera¬ 
ting them and the heavy investment 
involved, an early decision is unlikely. 
The Tuticorin thermal station based on 
coal may therefore have to be implemen¬ 
ted without delay. 

While it can be expected that new 
thinking will be brought to bear on power 
planning and there will be greater empha¬ 
sis on regional rather than state develop¬ 
ment the centre will have to agree to a 
large outlay on industrial projects. Besides 
the Salem steel plant which itself may 
account for capital expenditure of overRs 
350 crores in the next five years all the 
existing central industrial undertakings 
and defence projects will be expanding 
their activities in a big way. The estimate 
of outlay of Rs 785 crores by the task 
force on large-scale industries may thus 
be fully realised. The remaining invest¬ 
ment of Rs 1,465 crores will not prove to 
be utopian if the joint sector schemes 
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arc developed with the help of institu¬ 
tional finance and entrepreneurs in the 
private sector. The sugar, textile, paper 
and man-made fibre industries can grow 
considerably in stature on their own 
volition while good foundations have 
been laid for the growth of petrochemical 
complexes at Manali and Tuticorin. The 
automobile ancillary industries have unli¬ 
mited scope for further de\elopmcnt while 
the required skilled labour and technical 
experts are available for undertaking the 


manufacture of sophisticated engineering 
and electronic products. 

The outlook for Tamil Nadu’s economy 
in the perspective plan period is therefore 
bright though there will have to be greater 
attention to economic issues and less 
preoccupation with political bickering. 
However on acccunt of its deficiency in 
natural resources and great dependence 
on its neighbours for water and power 
there can be no planning in isolation. 


to ship their goods to other European 
ports and tranship them from there. The 
resulting delay and added freight costs 
make Indian goods unduly costly and 
relatively less competitive vis-a-vis goods 
from other countries. The position has 
become doubly difficult since the closure 
of the Suez canal. Thirdly, the trade 
between the two countries must become 
more diversified and there would appear 
to be scope for it too. 

Apart from the small volume of trade 
between India and Spain, until about the 
mid-sixties, the [ndo-Spanish trade was 
more or less static. Since then, however, 
there has been a steady, if not spectacular, 
increase. Thus, India's exports to Spain 
have registered more than a 150 per cent 
increase—from Rs 10 million in 1965-66 
to about Rs 27 million in 1970-71. Im¬ 
ports from Spain also rose, over the 
same period, from Rs8.7 million to Rs 
14 million a rise of 60 per cent. Im¬ 
ports from Spain consist mostly of cord 
(raw and waste) and mercury. Consider¬ 
ing the phenomenal progress that Spain 
has made during the past decade—its 
GNP has been more than doubled, while 
the per capita income has risen by more 
than 150 per cent, and all this is attribu¬ 
ted to Spain dismantling all controls it 
should be possible for her to export at 
least some types of capital goods not 
being manufactured, or which are about 
to be manufactured in the near future, 
in this country. In return, apart from 
iron ore and the items already being 
exported, India could export mica, 
manganese ore, aluminium pipe fittings, 
tanned leather, electric equipment and 
silk fabrics. 

In order to ensure the maximum results, 
however, Spanish businessmen and thego- 
venment of Spain have to reassure their 
counterparts here that the preferential 
agreement Spain has recently concluded 
with the EEC would not come in the way 
of a rapid and substantial expansion of 
the lndo-Spanish trade. 

The ten-man mission was here mainly 
with a view to exploring the possibilities 
of concluding joint venture agreements, 
particularly in engineering products, 
capital goods, electronics and chemicals, 
among others. The presence of so many 
top-ranking Spanish technicians, it seems 
to us, has been availed of to see if 
Spain could be interested in col¬ 
laborating with India in establishing 
industries in third countries, especially in 
south and south-east Asia, although this 
might mean having to compete with the 
more advanced western and eastern 
countries. But, then, both India and 
Spain have certain advantages, such as 
cheap labour, which the latter do not 
have. 


Spain comes 
to India 

Spain is evincing keen interest in en¬ 
larging her economic ties with our 
country and this interest is actively 
reciprocated by India. A significant step 
towards possible co-operation in estab¬ 
lishing fertiliser, shipbuilding and elec¬ 
tronics plants and oil refineries was taken 
recently with the signing of a trade and 
economic ageeement providing for the 
most favoured nation treatment to the 
trade between the two countries. 

A clear indication of Spain's interest in 
India had come earlier with the prompt 
compliance of the leading chambers of 
commerce and industry in that country 
with the desire reportedly expressed by our 
ambassador in Spain, only a month or so 
back, to send a mission consisting mainly 
of technologists to study possibilities of 
technical co-opcration in the industrial 
field. Within this incredibly short space of 
one month, the Madrid Official Chamber 
of Commerce and Industry, the Bilbao 
Official Chamber of Commerce, Industry 
and Navigation and the Barcelona Official 
Chamber of Commerce, Industry and 
Navigation, the three most important 
commercial bodies of Spain, got together 
a ten-man mission representing well- 
known technicians of nine different 
sectors to visit this countiy. The'mission, 
ably led by Mr Ramon Amat, who is the 
International Economic Relations Ad¬ 
viser of the Madrid Chamber of Com¬ 
merce and Industry, went round the 
country visiting different industries and 
meeting leaders of business and industry. 

In Bombay, the Indian Merchants’ 
Chamber convened a special meeting, 
particularly of those interested cither in 
trade or technical collaboration arrange¬ 
ments with Spain, and. the members of 
the mission were enabled to meet some 
of their industrial counterparts and hold 
profitable discussions with them. Al¬ 
though it would be idle as well as pre¬ 


ture to say what these talks would 
eventually lead to, the meeting must be 
said to have served a very useful purpose. 
Of the several factors that have inhibited 
closer ties between the two countries so 
far, the absence of such personal contacts 
surely is an important one. It is note¬ 
worthy, after the first-hand knowledge of 
what advance India has made in the 
industrial field, members of the mission 
admitted they were in a position precisely 
to pin-point the areas where the two 
countries could complement each other's 
efforts technologically or even in matters 
of trade. Until the mission visited India 
and its members went round the Indian 
textile machinery manufacturers’ pavilion 
in Asia 1972 in Delhi, textile machinery 
makers in Spain, who claim they produce 
95 per cent of all the requirements of 
textile machinery, did not or could not be 
expected to believe there was scope for 
give and take even in this particular field 
by way of sharing the technical know¬ 
how. Similarly, it is only after listening 
to Mr Ramon Amat, leader of the mis¬ 
sion, that one could gather Spain's 
interest in our iron ore. From even the 
brief comments he made in this behalf, it 
was evident Spain’s interests have ere 
now gone into the possibilities, port 
facilities, etc. involved. May be there 
are several other areas that are being or 
could be explored similarly. 

Meanwhile, there arc a few aspects which 
require to be looked into. India and 
Spain are both keen on establishing clo¬ 
ser contacts and there is enough scope 
for it as Mr Pravinchandra V. Gandhi, a 
former President of the Indian Merchants' 
Chamber, observed at the meeting with 
the mission. In the first place, each of 
the two countries needs to know more 
about the marketing possibilities of the 
other. This postulates the need for more 
frequent and regular contacts between 
the businessmen and industrialists of the 
two countries. A second handicap has 
been the infrequency of shipping services 
between India and Spain. Presently there 
is a regular sailing of only one boat a 
month from Bombay to Barcelona. This 
makes it necessary for Indian exporters 
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Industrial 
metals in 
doldrums 

The symposium on “Wrought Copper 
Materials”, held in Bombay jointly by 
the Indian Copper Information Centre— 
(ICIC) and the Indian Non-Ferrous 
Metals Manufacturers' Association (IN- 
MMA), was notable from the layman's 
point of view, for focussing public 
attention on the problems of tne non- 
ferrous metals (or, as it is now being 
called the “industrial metals") industry. 
The first problem is that the industry in 
India as it is constituted today is out¬ 
dated, wherefore Mr N. M. Tidke, 
Minister for Labour and Industries, 
government of Maharashtra, who inau¬ 
gurated the seminar, struck the right 
keynote by observing that “it is only 
with the modernisation of the industry 
on the basis of proper technical know¬ 
how that wo will be able to stand in 
competition with the other developed 
countries". Mr S. P. Khaitan, President 
of the 1NMMA. who also held that “we 
cannot compete in the world markets 
with our age-old conventional rolling 
mills and auxiliaries", compared the 
conventional book-type mould, 2-Hi 
Mills, Batch Annealing and 4-Hi Mills of 
this country with the continuous and fully 
automatic semis unit being operated in 
Japan through closed circuit television to 
bring home the large leeway to be made up 
by the Indian industrial metals industry. 

It is not that the industry is avarse 
to modernisation, but it requires some 
special assistance from the government 
to be able to achieve it. The irony seems 
to be th :t, while the government also is 
not unaware of the necessity for taking 
immediate steps towards modernisation of 
the semis industry (so judge from the 
import ofScndzimir mills, continuous 
casting machines, vacuum melting equip¬ 
ment. high pressure extrusion presses, 
etc.), it has been discouraging all efforts 
by the industry to acquire these modern 
equipments. 

Evidently there is a lurking fear in 
the mind of the authorities in charge 
that allowing the industry to acquire 
these equipments might lead to an in¬ 
creased demand for imported raw mate¬ 
rials, which means so much additional 
drain of scarce foreign exchange. But 
the industry, anticipating this, has come 
out with a sporting offer, It is that it 
should be made responsible for the pro¬ 
duction of semis which arc currently 
being imported. As the country is import¬ 
ing some Rs I 7 crores worth of non- 
ferrous semis, there is very good reason for 


the government accepting this undertak¬ 
ing. on the part of the industry. 

The industry is prepared to make the 
modernised units take on the obligation 
to export a certain percentage of their 
products at international prices and earn 
some more foreign exchange. (India is 
already exporting non-ferrous semis to a 
few Asian and also some western coun¬ 
tries and the potentialities of these 
markets are believed to be large and 
capable of further exploitation). Inasmuch 
as the semis being imported today arc 
used as vital components in almost all 
engineering industries in the country, 
enabling the industry to manufacture 
semis would al»o make for more self- 
reliance, apart from becoming indepen¬ 
dent of foreign suppliers for an item of 
such strategic nature. Surely there would 
appear to be no conceivable justification 
for the authorities to deny the Indian 
industrial metals industry, which has an 


Our monthly feature “Books * 
Briefly” wifi appear in the 
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idle capacity of about 50 per cent today, 
adequate raw material and essential 
balancing equipment, especially when it 
has come out with a constructive offer 
like this. 

The second and perhaps the most im¬ 
portant problem of the non-ferrous metals 
industry is the shortage of basic metals, 
especially copper, lead and zinc, the latter 
two being wholly imported. Pointed 
attention was drawn to this aspect by 
both Mr Tidke and Dr. D. P. Antia, who 
presided over the seminar. Mr Tidke 
noted that while the present annual 
production is only 13,000 tonnes and the 
fifth Plan target is about four and a half 
times as much, i. e. 57,500 tonnes, the 
total estimated demand by the end of 
the fifth Plan would be 1,40,000 tonnes. 

In the con 1 ext of this wide gap. Dr 
Antia's warning -“unless we consciously 
try and plan today for our future metal 
requirements, our industrial and material 
growth will be badly hampered" is 
particularly significant. Hence also his 
stress on economical and effective use of 
copper. Ambitious though government 
plans may b? (as per the statement 
made by no other than the Chairman of 
of Hindustan Copper Ltd, Mr D. K. 
Dhaon) one has to heir in mind that ore 
bodies are neither located conveniently, 
nor are they sufficiently high in metal 
content to make extraction economic 
under the present-day cost structure. 
Accordingly, far-letched though it may 
sound. Dr. Antia's suggestion that efforts 
should be made to exploit sea water and 
ocean bottom resources merits urgent 
attention. Perhaps the now enlarged 


studies of th* Indian Oceanic Institute 
could fcc reoriented to this end. 

About copper shortage and h.nv the 
authorities propose to meet it, the infor¬ 
mation provided by the Hindustan Cop¬ 
per chairman was interesting. Among 
others, he indicated the following: 

(J) A scheme involving an investment 
of about Rs24 crores for the expansion 
ofSurda and Pathargora mines has been 
drawn up. This expansion is expected 
to contribute an additional 10,000 tonnes 
of copper per year. 

(2) Pursuance to its declared aim ot 
conserving the scarce copper mineral, 
Hindustan Copper has lowered the cut¬ 
off grades of these mines. 

(3) Having accelerated the develop¬ 
ment at Khetri and Kolihan mines, 
Hindustan Copper now hopes to start 
the concentrator plant by April next. 

(4) By early 1974, Hindustan Copper 
hopes to commission Rekha Project 
Phase I comprising 1,000 tonnes of ore 
per day. 

(5) Hindustan Copper is ahead of its 
schedule in Dari bo. 

(6) Three years from now, the recently 
sanctioned Chandmari Project would go 
into operation. 

(7) Work on the very promising Ma- 
lanjkhand Project is to stare very soon. 

With the implementation of all these 
projects, it is estimated, the indigenous 
copper production would increase from 
9500 tonnes to 20,000 tonnes per annum 
during 1973-74, to 57,000 tonnes per year 
by the end of the fifth Plan and to 
75,000-80,000 tonnes per annum after 
10 years. Mr Dhaon complained that the 
major constraint to increasing copper 
production at this admittedly “very fast 
rate" was the shortage of experienced 
metal mining engineers and that, despite 
the comprehensive programme for train¬ 
ing already drawn up, training was a 
time-consuming process. 

Despite all this, it is noteworthy, Mr 
Dhaon had no hesitation in assuring the 
seminar, in the course of his keynote ad¬ 
dress, that “the end of this problem 
(copper shortage) is in sight and our 
dependence on imported copper will 
progressively reduce during the next few 
years". He was, however, nearer the 
murk when he declared that “scientific 
research still lags behind" and doubted 
“if our researchers have made any signi¬ 
ficant contribution to the knowledge of 
shaping copper and its alloys and its 
application to the associated, industry". 
It is doubtless with a view 7 to removing 
such a lacuna that organisations like the 
ICIC and the INMMA arrange seminars 
where technologists and metallurgists 
could freely exchange ideas and benefit 
thereby. 
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Essence of self-reliance 


R ixi.NT c\cnts in the wake ol the Bangla¬ 
desh struggle lor freedom have once 
again given rise to a mood of disenchant¬ 
ment with fore.gn aid in India. No nation 
can witness the sudden withdrawal of 
foreign aid at a critical juncture without 
concluding that its freedom to pursue its 
own internal or external policies can be 
seriously compromised by excessive and 
prolonged dependence on foreign aid. At 
the same lime, if the current national 
urge for self-reliance is to be more than 
a passing phase, we have to look a little 
more dispassionately at our experience so 
far and at the implications of self- 
reliance over the years to come. 

It is, 1 think, fair to say that, as a 
nation, we did not accept foreign aid as a 
matter of conscious or deliberate policy. 
We somehow stumbled into it when the 
balance of payments assumptions on 
which the second Plan was built proved 
vastly over-optimistic and we ran into a 
serious foreign exchange crisis in 195/-58. 
As in so many things, foreign aid came 
first so to speak and the justification for 
it a little later. A rationale or economic 
case for foreign aid, howeser, was soon 
provided; and in terms of pure logic, the 
case was indeed sound. Unfortunately 
neither the economic nor the political 
assumptions on which the justifications 
for aid rested have proved right. 

aid to end aid 

Paradoxically -- but quite uiu'e:- 
standably, given our general international 
stance—our justification for aid right 
from the beginning was in terms of “aid 
in order to put an end to aid”. The 
second and the third Plans, with their 
emphasis on heavy and basic industries, 
were intended to make us relatively in¬ 
dependent of imports in vital areas like 
steel, fertilizers and machinery. At the 
same time, these industries eouid not be 
developed w ithout heavy imports of capi¬ 
tal goods. What could be more logical • 
and indeed more convenient -than to 
assert that aid for strengthening our 
balance of payments was justified because 
it would obviously be needed only lor a 
limited period? Clearly, the period over 
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which aid would be needed would depend 
on a number of factors; and there was no 
ignorance on the part of planners at any 
rate about what these factors were. In 
fact, many scholarly articles were written 
in the early sixties precisely on “the 
razor's edge” kind of path an economy 
must traverse if the need for aid were 
to be self-liquidating over a relatively 
short period. 

basic conditions 

Basically, the conditions required for 
aid to be self-liquidating in the lorsccablc 
future are (a) that all investment- 
whether undertaken with foreign aid or 
not--should lead to a sufficient increase 
in output and (b) that a substantial part 
of the additional output must be saved 
rather than consumed. In the jargon of 
the economist, which conceals more than 
it conveys, the output-capital ratio and 
the marginal rate of saving must be 
sufficiently high. We can also add a few 
other supplementary conditions which 
would facilitate the early achievement of 
self-reliance,—viz., that (a) terms of 
foreign aid should be soft enough so 
that interest and amortization payments 
do not cat up a substantial part of the 
“surplus” generated by aid; (b) that the 
rate of population growth should come 
down so that ii does not act as a sizeable 
drag on the community's ability to save; 
and (c) that the pattern of production 
and policies -both at home and abroad- 
should be such that it inhibits neither 
exports nor import-replacement. But 
essentially, it is the efficiency with which 
capital is employed and the rate at which 
savings are augmented that set the stage 
for self-reliance. 

Without going into details, it is quite 
clear that if we have not been able to 
reduce ihe need for aid as fast as we 
would have liked to, it is because the 
efficiency or productivity of our invest¬ 
ments leaves much to be desired and 
because the rate of saving has not increa¬ 
sed as much as it should. This is not the 
place to go into an explanation of why 
this has been so. Nor need we examine 
whether a part at least of the responsi¬ 
bility for the low rate of saving, for 
example, should not be shared by others 
who ci ntribuled to our defence burden. 
But it is as well to recognise that it is 
only as we overcome the difficulties that 


come in the way of a higher rate of 
saving and greater productivity of all 
investment, whether in industry or agricul¬ 
ture, whether public or private, whether 
new or existing, that we shall move to¬ 
wards greater self-reliance. The supporting 
factors that, among others, make this 
possible, vi/.., a slower rate of growth in 
population and a more balanced pattern 
of effort in improving the payments posi¬ 
tion as also some relief from excessive 
debt payments abroad will also have to 
be attended to. 

It is also fair to say that the 
economic assumptions underlying the 
concept of “aid to end aid” have not so 
far been realised, nor have the political 
assumptions regarding the kind of world 
in which the concept of developmental aid 
itself was supposed to gain progressively 
in disinterested support and sophistica¬ 
tion. Here again, without going into 
details, one can merely state that aid 
remains largely lied and a hand-to-mouth 
affair with periodic interruptions for 
political reasons so that the gain it was 
supposed to confer has been greatly redu¬ 
ced in practice. On the other hand, debt 
repayments have been in free foreign ex¬ 
change so that a dollar spent in repay¬ 
ments is worth considerably more than a 
dollar given in aid. 

thin arguments 

The main economic justification for cre¬ 
dits being called aid, viz., the concessional 
nature ot the terms has increasingly worn 
thin; and the failure to evolve any long¬ 
term policy of debt adjustment even when 
repayments have reached alarming pro¬ 
portions has added to the feeling that the 
kind of international good-will which 
underlies the philosophy of aid has not 
in fact been generated in sufficient mea¬ 
sure. We in the developing world have 
often chided the affluent nations for 
underestimating the forces of nationalism 
in Asia, Africa or Latin America. Perhaps 
we too need to be chided for over-estima¬ 
ting the forces of internationalism in 
europe, America or the socialist world. 

Against this background, it is perhaps 
natural to take the view that we should 
cut adrift forthwith from any reliance 
on “aid” or “concessional” credits. There 
arc some who would even argue that aid 
in itself leads to inefficiency and extrava¬ 
gance so that there can be no such thing 
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BHEL’s IRDUSTB1AL TURBO-SETS 


Industries — like Sugar, Paper, 
Refineries, Chemicals, Ferti¬ 
lizers — using steam at various 
pressures and temperatures 
for their specific processes can 
generate their own electric 
power as a by-product — 
providing a reliable source of 
ready power and redemption 
from harassing power cuts. 

BHEL can advise you on what 
to choose from their wide 


range of Turbo-sets to suit your 
special applications: 

■ BACK PRESSURE TURBO-SETS 

■ BACK PRESSURE TURBO-SETS WITH 
ONE OR TWO EXTRACTIONS 

B CONDENSING TURBO-SETS WITH ONE 
OR TWO EXTRACTIONS 


AND ALSO STRAIGHT CONDENSING 
TURBO-SETS FOR POWER 

... in capacity range from 
1500 KW onwards. 


Special features: 

Robustness, durability, flex¬ 
ibility, trouble-free operation 
with built-in protections. 
BHEL is at your service with 
the expertise of their Indian 
Engineers backed by the 
Manufacturing and Research 
experience of their world- 
renowned Czechoslovakian 
collaborators: Skodaexport. 
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as a progressive approach to self-reliance 
—it has to be now or never. 1 at any 
rate do not share such an extermist view. 
Nor is it necessary to take the view that 
aid from some quarters is better than that 
from others. At a time when the cold war 
has been replaced by a sort of cold em¬ 
brace, we need not take a partisan attitu¬ 
de ourselves. A country as poor as ours 
need have no qualms about receiving 
aid; and if the international climate is 
not wholly salubrious, it is not altogether 
polluted either. Our first and foremost 
responsibility is to our own people whose 
suffering and want are as great as they 
are unwarranted. Whatever we can gel 
by way of help from more affluent coun¬ 
tries need not be spurned as long as it is 
consistent with our self-respect a.td in¬ 
dependence. As the recent experience of 
the US after suspending the converti¬ 
bility of the dollar shows, there is also 
such a thing as ‘‘debtor power'’ which 
the world recognises. 

transfer of technology 

'There is no reason, therefore, why 
we should give up the kind of advocacy 
of international economic co-operation 
which we have ably done in UNCTAD 
and other international forums. In fact, 

I should think the time lias come for 
making an unequivocal pica for inter¬ 
national transfers totally unrequited- 
of technology and resources to put an 
end to the present stage of gross inequa¬ 
lity among nations. There is no need 
either for closing shop as far as bilateral 
aid is concerned. At the same time, it is 
only prudent to recognise that as soon as 
possible we should reach a position when 
wc can achieve a satisfactory rate of 
growth Without foreign aid. It is also 
prudent to rccogni/e that just because 
we may at times be impressive as speak¬ 
ers or negotiators at international con¬ 
ferences, wc are not equally effective in 
changing public opinion around the 
world. In short, while the march towards 
self-reliance can -and, in my judgement, 
should—be progressive rather than preci¬ 
pitate, it has to be decisive in any case. 
The approach to the fifth Plan adopts, 
1 think, this orderly and measured coui.sc 
which is all to the good. The target of 
eliminating net aid by the end of the 
fifth Plan clearly envisages a significant 
inflow of gross aid during the fifth Plan 
period. 

There are, however, a few points 
which might be emphasised by way of 
caution or clarification. First of all, 
there is everything to be said for making 
a serious effort to secure agree nent over 
the next twelve or fifteen months for debt 
relief for the entire Fifth Plan period. 
The same amount of net aid when secured 
by a combination of new aid and relief 


on past debts (as against no debt relief 
and larger new aid) has several advan¬ 
tages- not the least being the untied 
nature of assistance through debt relief 
and the psychological and political value 
for creditor and debtor alike of having 
to negotiate over the coming years less 
new aid than in the past. 

It would be necessary also to nego¬ 
tiate a substantial proportion of the 
gross aid required over the Plan period 
in the early years of the Plan and indeed 
before the commencement of the Plan. 
This is true particularly of project aid 
which must be available in advance for a 
number of years if projects in vital areas 
like steel, fertilizers, etc. are to be com¬ 
pleted in time to make a decisive impres¬ 
sion on the balance of payments during 
the fifth Plan period itself There should 
be no feeling, therefore, that wc can afford 
to relax our efforts to mobilize aid, parti¬ 
cularly over the next two or three years. 

Wc should be careful also not to be 
misled by the argument that what is 
necessary is freedom only from* special 
or concessional aid. It would be danger¬ 
ous if one is led to conclude from this 
that while net concessional aid would be 
eliminated, wc can at the same time afford 
to borrow more at commercial rates of 
interest or when borrowing is really a 
barter arrangement spread over time. 
Absurd as it might seem, there is a ten¬ 
dency sometimes to argue that while we 
cannot digest bread, we must cal more 
cake Spurious arguments that borrowing 
at high rates of interest or with repay¬ 
ments in kind over a short period is justi¬ 
fied when the projects in question are 
“self financing" in terms of foreign ex¬ 
change have often been advanced in the 
past. The temptation to advance them in 
future will be all the greater when con¬ 
cessional aid gets reduced and our own 
resources may not increase as expected. 

dangerous alternative 

The fact of the matter, however, is 
that the objective of self-reliance can have 
meaning only when it is set in terms of 
all external borrowing. Once the limit to 
external borrowing is set by the objective 
of reducing net inflow of credits to zero 
by 1978-79, it would be disastrous to 
start another book of accounts so to 
speak outside this reckoning where sup¬ 
pliers' credits or commercial borrowing 
from banks or loans repayable in goods 
are contracted without limit. Within a 
given total of external borrowing implicit 
in the target, there would certainly be 
room for some amount of suppliers' 
credits or commercial borrowing. But 
even then, it would be danger >us to 
argue that they should take precedence 
over loans which arc presumably repug- 


POINTS OF VIEW 

nant precisely because they are concessio¬ 
nal ! We stumbled onto the rather 
frustrating journey of foreign aid in the 
second Plan in the hope that aid will soon 
liquidate itself. Let us not stumble now 
onto the even more frustrating journey of 
excessive commercial or barter debts in 
an anxiety to move away from concessio¬ 
nal loans. Such window-dressing would 
soon recoil on itself. 

The question also arises how exactly 
we should react if the balance of pay¬ 
ments assumptions of the fifth Plan, 
like those of the second Plan, prove 
somewhat optimistic in the event. How¬ 
ever realistic the model on which the 
fifth Plan is finally built, we must plan 
in advance our reaction to unforeseen 
and adverse contingencies. I have already 
implied that the reaction should not be in 
terms of “honest borrowing which is self- 
liquidating". On the other hand, it would 
be just and proper to seek' greater debt 
relief than agreed to in advance as an 
alternative to restrictions which would 
inevitably retard growth. But by the same 
token, we should not listen cither to the 
seductive argument that more concessional 
aid may be accepted for a limited period 
to tide over unforeseen contingencies. 
Nor should foreign exchange reserves be 
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drawn upon heavily and la rye sums bur¬ 
rowed from the I Ml-. 1 ar be it foi me to 
surest that no Midi tempo-ary palliatives 
should be sought at all. Clearly, we can¬ 
not set aside our plan-, at every vvhilf of 


adverse circumstance. But if vvhat is 
involved is a margin of error or adver 
sity beyond a few hundred million dollars, 
once the scope for debt relief is fully ex¬ 
ploited, the rap should be taken essential¬ 


ly by modifying the targets of consump¬ 
tion and even of growth. For, in matters 
of national discipline, which after all is^ 
the essence of self-reliance, the grip once 
lost cannot be easily regained. 


Shoulder to the wheel .- 


WiiMiuftthc government can solve the 
problem oi unemployment by building 
up a socialist economy as Mr Mohan 
Dharia, mister of State for Planning, 
facdely told the Rajya Sabha recently 
or not, it certainly cannot do so by 
discouraging the expansion of larger 
houses as he seemed to suggest. Unlike 
Mr Dharia, the Minister for Industrial 
Development. Mr C. Subnunaniam, 
however, sounded relatively more 
pragmatic, when he told the same 
session of the Rajya Sabha that the 
government's licensing policy was to 
allow expansion of larger industrial 
houses only where medium and small 
cntrcpicncurs did not come forward (and, 
of course, in the core and heavy in¬ 
vestment sector of industry). Tne fact 
is that, in many spheres, despite earnest 
efforts, mote often than not, medium 
and small entrepreneurs fail to measure 
up to the task, wherefore it is that even 
Congress ministers who have sounded 
these entrepreneurs in vain as, for instance, 
the Chief Minister of West Bengal, are 
reported to be seeking the assistance of 
larger houses more and more to create 
greater employment opportun ties 
Their is vcily an unenviable task of 
having to choose he ween fanatic politi¬ 
cal ideologists and frustrated young men 
frantically going about in se-..«.h of 
employment. It is this country's good 
fortune that, even in these circumstances, 
industry or, more precisely, industrial 
expansion by larger houses has not come 
to a grinding halt. 

Telco's expansion 

The expansion in Telco is a case in 
point, and it is open to Mr Dharia 
and others of his line of thinking to 
satisfy themselves whether this is a case 
of encouraging monopolistic develop¬ 
ment, as lie seems to opine, or a sure 
solution lo the problem of unemploy¬ 
ment, besides also being a notable contri¬ 
bution lo the programme of self-reliance. 
A brief visit to the Telco complex at 
Chinchwiid-Pnnpri area near Poona and 
a casual look at the way it is being 
developed ought to convince any 
dispassionate observer that, given the 


oppor 1 unity, India’s larger industrial 
houses like Talas and Birlas have s'ill a 
lot more to give to restore to India at 
least her erstwhile reasonably high place 
on the industrial map of the world. 

Recently (he government of India is¬ 
sued to Telco a letter of intent for 
setting lip a new unit at Poona for the 
manufacture of 9,000 commercial 
vehicles. Preliminary work in this 
connection has already commenced and, 
according to Mr S.Y. Jakatdar, 
Resident Director of Telco at Poona, 
the plant will go into full production 
the latest by early 1978. 

noteworthy feature 

A feature of the expansion programme 
is the proposal to set up a 10,000-tonnc 
(per annum) alloy iron foundry for 
manufacturing high-grade thin-walled 
alloy non castings required by the 
automobile industry. (At present, 
there is a dearth of capacity for pro¬ 
ducing these castings). In its plant at 
Jamshedpur also, there is to be expan¬ 
sion, the programme here involving the 
set'mg up of facilities to manufacture 
3,000 more vehicles of the oil-highway 
type. When all these expansion program¬ 
mes are fully implemented. Telco would 
be turning out 36,000 vehicles with a com- 
miteat to export some 7,200 vehicles. 
The total cost of the expansion scheme is 
estimated at Rs 40-50 crores, out of 
which Rs 28 crorcs are to be raised from 
own internal resources and the rest as 
foreign exchange loans. 

The position as regards the manufac¬ 
ture of trucks and buses, including onc- 
lonners, in India in 1971-72 was : 


leleo 25,075 vehicles (64.6%) 

I evland 4,823 „ (12.4%) 

Piemier - 3,889 (10.0%) 

I lindustan 

Motors 2,116 .. (5.5%) 

one-tonne rs 

Bajaj Tempo 1361 ,, 0.5%) 

Mahindras 876 ,, (2.3%) 

St .ndard Motors 652 (1.7%) 

Total* 38,792 vehicles. 


including 2,889 onc-lonners. 
Although Telco is 26 years old, it was 


the last to enter the field of commercial 
vehicles manufacture —it did so only in 
1956—but, with its turnover of over 
Rs 158 crores, it is today the second 
largest company in the private sector. 
In the Pimpri-Chinchwad region, it has 
set up a large industrial complex for 
producing sophisticated high quality 
engineering products with" the aim of 
establishing a modern mass production 
automobile plant. Being the second 
largest or even the largest is not of so 
much consequence to the country’s 
economy as what Telco has been doing, 
especially since it started its activities in 
Poona. F.ven its different lines of 
manufacture-excavators, material hand¬ 
ling equipment, large press tools and dies 
and special purpose machine tools, 
besides, of course, vehicles—as such are 
not what really matters, but it is what 
Telco has been doing to train up skilled 
technicians to produce these to the 
highest international standards, and to 
help ancillary industries in and around 
Poona tone up their standards to be able 
to offer quality components to the in¬ 
dustry, that is of the utmost importance 
to the country. It is to these two as¬ 
pects primarily that this article proposes 
to refer 

apprentice training 

The king-pin of Telco's training 
programme is its Apprentice Training 
Complex which trains approximately 400 
craftsman annually, besides a number of 
supervisory apprentices and graduate 
engineers. Modern industry depend'* on 
trained technicians and unless adequate 
steps are taken for establishing facili¬ 
ties for training, progress becomes im¬ 
possible. As at Jamshedpur, at Poona 
also. Telco, it must be conceded, has 
done a splend d job in this field, in that 
it mparts training in its well-equipped 
training centre which consists of a 
training school where both theoretical 
instruction and practical training arc 
provided. There is a separate modern 
workshop to enable the trainees to handle 
sophisticated tools and equipment freely 
and learn all their intricacies. 

An exceptional feature one ordinarily 
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associates only with manufacturing 
concerns abroad i$ that Telco also runs a 
scheme for training apprentices nominated 
by its dealers. This should greatly help 
dealers to maintain their standard of ser¬ 
vice to the customers. This is a very good 
idea too. Ordinarily, providing practical 
training to the apprentices in the 
factory either interferes with its prod¬ 
uction activities or dilutes the training 
received by the apprentices, which is one 
of the reasons why many engineer gra¬ 
duates who are often sent all over the 
country to reluctant factories for training 
finish their so-called practical training 
but are none the better for it when 
actually called upon to function as full- 
fledged engineers. 

It is noteworthy that Telco has expen¬ 
ded its funds liberally to set up special 
shops equipped with expensive machine 
tools, including even jig-borers, for the 
purpose of training apprentices as per a 
well-conceived training time-table. (The 
total capital expenditure incurred by 
Telco under this head so far is said to 
exceed two crores of rupees). There is 
also an apprentice hostel attached to the 
training division. 

That the transport industry is one of 
those industries which offer maximum 
employment opportunities is almost 
axiomatic. It not only offers consider¬ 
able direct employment but also an equal¬ 
ly large degree of indirect employment. 
Through its ancillarics, again, this in¬ 
dustry provides a number of additional 
employment outlets. Telco employees to¬ 
day number over 3,000 people at Poona, 
but, with the proposed expansion, it will 
be employing, in the not distant future 
over 7,000 persons. Many more 
thousands besides are bound to find 
employment with Telco’s suppliers and 
contractors among others. On a rough 
estimate, through its ancillary suppliers, 
it is said, Telco provides additional 
employment for another 25,000 to 30,000 
workers. A part of its basic philosophy 
of developing indigenous production or 
self-reliance, Telco’s contribution to 
development of ancillaries is no new 
activity of the company. It has been 
following a positive policy of encouraging 
ancillary manufacturers by giving them 
both technical and financial assistance. 


To] date, according to a spokesman of 
the company, over 350 ancillary 
suppliers have been developed by Telco. 
Not only has this greatly raised the 
technical expertise and product quality 
of these ancillary suppliers, it has also 
led to the sharp rise in the indigenous 
content of a Telco vehicle to 98.5 per 
cent. Here is a brief description of the 
various ways in which the company has 
been helping its ancillaries. 

technical assistance 

1. The company extends technical assistance 
to ancillary units in activities like designing, 
metallurgical and heat treatment processes, 
quality control procedures, etc. This is to 
ensure that the production is consistently to the 
desired quality standards. In some coses, the 
company’s engineers go to the length of working 
with the foreign collaborator 0 f ancillary units 
cither to evolve or to adapt designs of the pro¬ 
ducts to suit Indian conditions. 

2. Telco has also created at its own works 
up-to-date testing facilities which il is difficult 
for many of the smaller ancillary units to set 
up at their own expense. Because of these 
facilities, it has been possible for the 
company to carry out thorough tests of the 
samples developed by the ancillary units and to 
feed them back with the results of the testing, 
together with suggestions for improvement in the 
quality standards- 

3. In many cases the company has loaned to 
the ancillary units special gauges and similar other 
inspection equipment until they are in a position 
to produce their own equipment. 

4. In regard to raw materials with rigid and 
specialised specifications which are invariably in 
short supply, the company has frequently assisted 
the ancillary units by making such raw materials 
available to them from their own stocks. 

5. Finally, the company has helped ancillary 
units by giving advances to finance the cost of 
tooling and purchase of inspection equipment or 
expensive raw materials. 

The Telco complex at Poona is notable 
for yet another feature, viz. the Engineer¬ 
ing Research Centre* which is an integral 
part of the company's research and 
development programme begun by it even 
before its technical collaboration agree¬ 
ment with Daimler-Benz was terminated 
in 1969. The company’s research and 
development efforts are concentrated on 
product improvement, development of 


poi nts or VIEW 

new^products for both the domestic and 
the export markets, development of 
indigenous ancillary sources of supply 
and components. 

The large number of design modifica¬ 
tions on Telco vehicles to make them 
suitable for work in the difficult operating 
conditions of our country, such as stron¬ 
ger front and rear axles, steering with 
universal joint, wider brakes, stronger 
shackles and suspensions, etc., arc all 
fruits of this research. Only last year, the 
company introduced a new engine which 
gives 15 HP extra fuel consumption. In 
1964, Telco introduced a heavier 7 A tonne 
model truck (this is to be further raised 
to 10-tonnc capacity now). For the export 
market, Telco has developed high-pressure 
water sprinklers, dumpers and tippers, 
cess pit emptiers, special* driver's cabs 
and garbage vehicles, among others. As 
for the domestic market, the company’s 
contribution, unaided by any foreign 
know-how, consists of industrial shunters, 
dumpers, coal carriers, dumper placers, 
solid and pneumatic tyred fork lifters 
with several attachments and industrial 
tractors. 

import substitution 

Another fruit of Telco’s research and 
development efforts has been the extent 
of import substitution it has achieved. 
With its two-pronged drive, the company 
has not only undertaken the manufacture 
of several components hitherto imported, 
but has also assisted several other indige¬ 
nous manufacturers to produce items 
which were being imported hitherto. 
About 450 standards have been developed 
by the company and these arc made 
freely available to its ancillary suppliers. 
If Telco is not able to extend this facility 
to others, it is because its own require¬ 
ments arc so great. Perhaps the greatest 
benefit accruing to the country from this 
wing of Telco is the confidence it has 
generated in our engineers to develop 
even sophisticated products which can 
hold their own against the best in inter¬ 
national markets. No wonder Telco 
technicians feel as confident as they are 
of their ability to meet the country’s 
developing requirements in road trans¬ 
portation with products designed and 
developed with their own know-how. 
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development aid 


i 

Cooperation without 
Domination 

aid from the international community to 
the countries of the Third World began 
to gather momentum in the 1950s, and 
it soon became apparent that some co¬ 
ordination of aid flows to ccrlain coun¬ 
tries was necessary if resources available 
were to be matched to needs. Thus came 
the establishment in 1958, under the 
auspices of the International Bunk for 
Reconstruction and Development (IBRD) 
of an Aid Consortium. In that same year 
the Treaty of Rome came into force and 
as the EEC stumbled through early ago¬ 
nies to grow in stature and in European 
importance, there was developing in the 
1960s a better international understanding 
of the development process. Perhaps the 
most important feature of this inter¬ 


More immediately, it meant that the aid 
to developing countries in the 1970s 
would be greater than in the previous 
decade. Today the EEC (despite problems 
of domestic disequilibria) by virtue of its 
imminent expansion—the UK, Ireland, 
Denmark and Norway--stands poised 
for its greatest leap forward. One con¬ 
sequence is that the EEC is under pressure 
to assert itself more forcefully in inter¬ 
national affairs, and to reafTirm what 
appears to be a more outward-looking 
policy. The former deputy leader of the 
Labour party in Britain, Mr Roy Jenkins, 
has publicly said that the UK's entry 
into the EEC should assist the Commu¬ 
nity in its more outward-looking approach. 

At the conclusion of the UK's nego¬ 
tiations to join the EEC, Mr Edward 
Heath said the “New Europe" should be 
“a Europe alive to its great responsibili¬ 
ties in the common struggle of humanity 


WIDOW ON 
TOE WORLD 


national understanding was that the limi¬ 
tations of the concept gross national 
product, and other solely quantitative 
approaches to development, began to be 
appreciated. 

This conjunction of the growth of the 
EEC and the acquisition of a* broad 
intelligence about international aid deci¬ 
ded the EEC to allocate a larger share of 
available world resources to the under¬ 
developed world. It also meant that West 
Germany, France, Italy and the Nether¬ 
lands, now flexing their industrial muscles 
in the new Community, could consciously 
play a more important role in assisting in 
the agricultural, industrial and infrastruc¬ 
tural development of the Third World. 


for a better life." The underdeveloped 
world could define its aims no more clear¬ 
ly. In an attempt to define a comprehen¬ 
sive doctrine for the EEC's “foreign 
relations" it has been stressed that the 
EEC as a group of developed nations has 
a special responsibility for underdeve¬ 
loped countries; to co-operale without 
dominating. It is acknowledged that the 
Community has at its command mechan¬ 
isms for financial aid as well as instru¬ 
ments for economic and financial co¬ 
operation with the underdeveloped 
world. 

This commitment was emphasised at 
the meeting in Santiago earlier this year 
of the United Nations Conference on 


Trade and Development (UNCTAD). De 
Sicco Mansholt, the president of the 
European Commission [which operates 
the principal instrument for financial aid 
in the Community—the European Deve¬ 
lopment Fund (EDF)], put his consider¬ 
able personal weight behind the requests 
of the poor countries and agreed to co¬ 
operate with UNCTAD in various ways, 
including providing the United Nations 
Conference with a flow of information on 
all the Community's activities in develop¬ 
ment aid. The firm stand taken by the 
Commission’s president in Chile holds 
out the promise that the EEC, in the 
interests of its own prosperity, depending 
as this docs on the development of more 
“open" economic systems, will increas¬ 
ingly use its resources to promole more 
financial aid to the developing world. 

II 

EEC Offers more Development 
Finance than USA 

Even so, the record of the European 
Community is not bad. Reviews of deve¬ 
lopment aid and reports of financial re¬ 
sources flows over the last three yearn 
show that, although amongst them the 
Six FEC countries have well under half 
the gross national product of the United 
States, they are now providing substan¬ 
tially more development finance to the 
Third World than the USA. In 1969 the 
Comrminily countries and Denmark were 
the only rich nations to provide one per 
cent of fheir GNP in aid to the develop¬ 
ing world. Every year, the Paris-based 
22-nation Organisation for Economic 
Co-operation and Development (OECD), 
which groups the industrial nations of 
North America, Europe and Australia, 
publishes figures showing the total net 
flow of grants and loans, official and 
private, from the OEC D's Development 
Assistance Committee (DAC). In 1970 
France, the Netherlands, West Germany 
and Belgium provided total net flows to 
the developing world exceeding one per 
cent of their GNP. West Germany alone is 
investing more in the underdeveloped 
world in 1972 than is the United States. 

In 1970-71, parts of south-east Asia, and 
especially India and Pakistan, were 
receiving more official aid from West 
Germany alone than from the UK. Re- 
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views over the same period show that in 
1970-71, outside the Commonwealth and 
Franc area, official aid from the Common 
Market was running at about six times 
the level of British official aid. It is not 
in dispute that French aid is concentrated 
in a small area with a limited population 
-- a description which fits most oF the 
then overseas dependencies oF France 
brought into the Common Market with 
the French. This small area of French 
influence does, however, contain some oF 
the world’s poorer countries -and at the 
recent UNCTAD meeting, many of these 
were listed among the most poor and 
least developed. Perhaps the point should 
also be made that For these overseas 
dependencies oF France, association with 
the EFC has not meant a lack oF self- 
respect or self-determination. Association 
gives them equal rights, status and repre¬ 
sentation on institutions such as the asso¬ 
ciation council and committee, the par¬ 
liamentary conference and the arbitration 
court. 

Moreover, these associate stales 
are material beneficiaries from the Free 
entry For the greater proportion of* their 
exports to the members of the EEC, and 
at the same time they arc entitled to retain 
the planning and protection of their 
developing industries. This arrangement 
also results in providing For the associat¬ 
ed states money For reinvesting in agri¬ 
cultural development and For industriali¬ 
sation: imports From the eighteen African 
associates rose From just over $ 900 
million in 1958 to well over $ 2,000 million 
in 1971, while exports From the EFC to 
the eighteen rose From $700 million to 
$ 1,400 million. This is perhaps one 
reason why the Community places so much 
emphasis on its offer of an association 
agreement to those developing countries 
of the British Commonwealth who want 
such an agreement. 

international channels 

Aid from the EEC flows through the 
Community itself and through a number 
of international channels. Community 
members belong to the Development 
Assistance Committee (DAC), a specia¬ 
lised agency of the OECD, a body which, 
among other things, monitors continually 
the amount and the nature of contribu¬ 
tions to aid programmes throughout the 
developing world. 

The European Development Fund 
(EDF), the EEC’s principal instrument 
for the disembursement of economic aid, 
is financed by the members of the Com¬ 
munity, and administered by the Com¬ 
mission. (This Fact gives some point to 
the forthright approach to the question 
of financing the development of the 


Third World by the president of the 
Commission, Dr Mansholt;. 

Both Yaounde conventions—the first 
signed in July 1963, the second in July. 
1969; the eighteen Yaounde associates 
are Burundi, Cameroun, Central African 
Republic, Chad, Congo (Brazzeville), 
Zaire, Dahomey, Gabon, Ivory Coast, 
Malagasy, Mali, Mauretania, Niger, 
Rwandi, Senegal, Somalia, Togo and 
Upper Volta—permit the European 
Investment Bank (BIB), set up to promote 
regional development within the Commu¬ 
nity, to finance development in the asso¬ 
ciated African countries. The record of 
financial aid under the Yaounde agree¬ 
ment is not unimpressive. Under the 
first agreement $370 million was made 
available to the eighteen members. Of 
this, $620 million was in outright grants, 
and $50 million in “soft” loans. 

Under Yaounde* II, aid was increased, 
and the sum that went out to the eighteen 
African states, in 1969, reached nearly 
$950 million, of which $748 million was 
in outright grants and $80 million in 
“soft” loans. The ceiling for loans on 
normal terms was fixed at $64 million 
under Yaounde* l, and $90 million under 
Yaound?* 11. 

Yaounde agreements 

Grants and loans totalling $152 million 
over the two five-year periods of the two 
Yaounde agreements were also allocated 
to the remaining French and Dutch 
dependencies associated under the Rome 
Treaty: French Polynesia,New Caladonia, 
Wallis and Futuna, the Comoro Islands, 
French Somaliland, Saint-Picrre-et-Mi* 
quelon, French Southern and Antartic 
Territories, Netherlands Antilles, and 
Surinam. Financial aid from the EDF as 
well as from the European Investment 
Bank is also distributed to what are still 
known as the French overseas depart¬ 
ments -Guiana, Martinique, Guadaloupe 
and Ri*union. 

Although the original Rome Treaty 
Association made an important contri¬ 
bution to the associated peoples’ 
welfare, the European Development 
Fund could give outright grants only 
for infrastructural projects such as the 
building of roads or bridges, the cons¬ 
truction of schools, health clinics or 
hospitals, or for port development pro¬ 
jects designed to promote economic 
diversification. Under the first Yaounde 
agreement the greater share of EDF 
resources continued to be used as invest¬ 
ment grants to promote economic and 
social developments, but it was more 
flexible, in that it could take a broader 
view of development aid and make a 
more appropriate contribution to the 


specific ami often widely differing needs 
of the associated states. 

One of the most important innovations 
of the EDF was to provide special fund 
loans for productive investment and for 
price stabilisation schemes; the European 
Investment Bank’s ability to make loans 
to the associated countries at normal 
commercial rates; and linked to this the 
fund’s interest rebate scheme on bank 
loans. A decision was also taken to ex¬ 
pand the technical assistance capacity of 
Yaounde I, and some $230 million worth 
of fund grants were reserved as aids to 
production and diversification aimed at 
improving the Competitive position of 
the associates' products on the Common 
Market. Although the overall pattern of 
grants ($748 million), special loans ($80 
million and Bank loans ($90 million) 
available to the Eighteen remain the 
same, the financial and technical aid 
provisions of Yaounde II differ from 
Yaounde I in several important res¬ 
pects. 

important differences 

(.Aid to production and diversifica¬ 
tion is to be discontinued, although the 
fund has a reserve of some $65 million, 
which could be increased substantially if 
any of the Eighteen request compensation 
in the event or their suffering from any 
major drop in world commodity prices, 
or from natural disaster. 

2. African associates are committed to 
making greater individual efforts to plan 
their economic development and to ensure 
proper maintenance of Community financ¬ 
ed projects. 

3. African regional co-operation is 
encouraged by the fund’s obligation to 
view financial and technical investment 
projects in a regional perspective. Re¬ 
gional and inter-state organisations are 
also permitted to initiate projects for 
fund support. 

4. Above all, greater stress is placed on 
industrial and rural production projects 
and the technical assistance required to 
promote this type of development. Both 
fund and bank loans will augment grants 
in this context, and the fund's financing 
techniques have been adapted to promote 
industrialisation. The fund may now ope¬ 
rate on a more generous interest rebate 
scheme on charges; use local development 
banks as intermediaries in small and medi 
um-scale industrialisation projects; and 
award preference to local firms in the Eigh¬ 
teen for all fund-financed work contracts 
under $500,000, together with a 15 per 
cent preference for supply contracts. Fore¬ 
shadowing the spirit of Dr Mansholt’s 
address to the UNCTAD meeting in 
Chile, the EEC has, to avoid overlaps, 


EASTERN ECONOMIST 


16 


JANUARY 5 , 1973 



agreed to co-ordinate the fund’s activities 
in-the associate states with those of the 
World Bank. 

Here are some examples of the opera¬ 
tion of the EDF. In the early part of 
1972, the European Commission approved 
the large-scale intervention by the EDF 
in the improvement of groundnuts and 
rice production in Chad : aid amounted 
to about $12 million. Similar agricul¬ 
tural and industrial development projects 
have been financed by the EDF already 
this year. In Dahomey, $4 million has been 
provided by the EDF to help in the crea¬ 
tion of industrial blocs and to speed up 
the establishment of more co-operative 
enterprises; the fund has provided $10 
million to aid rice growing in the Ivory 
Coast; $1.5 million to help the extension 
of peanut production in Senegal; $4 
million to buy equipment to improve 
waterways in the Congo, complementary 
financing has been given for a regional 
health centre in Mali, and $ l million made 
available to provide a crossing over the 
River Cayenne in French Guiana. EDF 
support has also been lent for hydraulic 
projects in Madagascar, road develop¬ 
ment in Upper Volta, and transport and 
agricultural surveys in Somalia. Most of 
this type of financing takes the form of 
non-rcpayable loans (gifts) from EDF 
resources. Two years ago the EEC reach¬ 
ed agreement with Turkey on the 
passage from the preparatory to the tran¬ 
sition stage in Turkey’s association with 
the Six. The Six will grant Turkey 
$195 million in “soft” loans for five 
and a half years. European Investment 
Bank may supplement this with $25 
million in loans on normal terms. 

Ill 

The Future 

Latin America is another broad area 
where EEC aid may soon be distributed. 
The Special Commission for Latin 
American Co-operation has declared that 
a closer relationship with the Six should 
enable the EEC to “grant Latin American 
loans from the European Investment 
Bank, and to step up technical aid to 
Latin America”. 

By August, 1973, Commonwealth coun¬ 
tries in America and in the West Indies 
will be asked to state if they would like 
to join the Yaounde Common Market 
Association. (August, 1973, is the pro¬ 
posed date for the start of the negotiations 
for renewing the association convention). . 
The Community has already given an 
assurance that if the Yaounde Associa¬ 
tion were enlarged, not only would the 
preferential free trade area be maintained, 
but the Association’s institutions would 
not be modified and there would be no 


reduction in the volume of aid received 
by each state through the EDF. 

Asa grouping, the Community provides 
financial aid only within the context of 
association, but the Six’s unco-ordinated 
bilateral aid programmes have been signi¬ 
ficant in global development assistance. 
In 1969, the total flow of official and 
private resources from the EEC countries 
to the developing world, and to multi¬ 
lateral aid agencies, including the EDF,. 
totalled $5,196.6 million compared with 
$4,645.4 million from the United States, 
and $1,068.5 million from the UK. Net 
disembursements from Community coun¬ 
tries accounted for nearly 40p?r cent of all 
aid given by the western world. Official 
governmental aid approached 40 per cent 
of the total flow of resources from the 
Six to the developing world. Members 
of the Community are also involved in 
technical assistance programmes amount¬ 
ing to $1,000 millions in south-east Asia 
and Africa. 

biggest trading unit 

Towards the end of July, 1972, treaties 
creating a single free trading area co¬ 
vering almost all of western Europe were 
signed in Brussels. From January I, 
1973, Austria, Sweden, Switzerland, 
Iceland, Portugal and Finland will be 
linked with the enlarged Community of 
Ten, which comes into being on the same 
day. The new agreements add a further 
35 million people to the EEC’s industrial 
free trade area, making it by far the 
world’s biggest trading unit its trade 
with the rest of the world will be nearly 
double that of the United Stales. Already 
its annual exports represent more than 
one third of the total world figure. 

Because its constituent parts arc highly 
industrialised, the EEC has been looked 
upon as a rich man’s club, so bent on 
protecting its own privileges that it only 
occasionally casts a jaundiced eye beyond 
Europe, The Community’s past record 
and future plans for its relations with 
the Third World contradict this view. 
The Community is intent on an even 
greater participation in the development 
of the poorer countries. On January 
22, 1972, when the Six and the hour 
signed the accession treaty to enlarge 
the EEC, the responsibility of the enlarged 
Community to the developing world was 
emphasised. Italy’s Signor Malfatti dec¬ 
lared that the Community was determined 
to “contribute decisively on a footing of 
equality, to the development of the less 
favoured nations, and to develop as a 
new clement of equilibrium in a better 
international order, new co-operation 
relationships with all the peoples of the 
earth. This is the stirring challenge of 
our day, a challepgr the Community 


could and must take up”. The Danish 
Premier, Jens Otto Krag, talked about 
administering the fruits of economic 
growth to “correct social imbalances for 
the benefit of the less privileged”. 

After the Santiago UNCTAD meeting, 
Dr Mansholt expressed the Commission’s 
intention to turn the guidelines for 
development aid, which he presented to 
the conference, into firm proposals for 
the next summit. The president of Com¬ 
mission promised to take into serious 
account any aid request by developing 
countries and that the EEC would keep 
in close touch with UNCTAD. To give 
practical point to these statements, on 
his way back from Santiago Dr 
Mansholt stopped off in Lima to meet 
representatives of the Andean Group -the 
regional economic group, which links 
Peru, Bolivia, Chile, Colombia and 
Ecuador. The Andean Group has been 
assured of rapid technical co-operation 
and the EEC is now seeking to draw up 
a coherent policy towards Latin America. 

Recommended in the sphere of invest¬ 
ment is closer co-operaiion with the 
Maghreb countries and the countries of 
Latin America and south-east Asia. 
There has been a strong voice for financial 
aid wherever such aid is needed. At its 
next summit, the EEC will attempt to 
define an investment policy in respect 
of the USSR. After years of hostility, 
the Soviet Union has at last recognised 
the EEC “as an element”. 

aid to Africa 

If Mauritius signs the Yaounde 
agreement, the Community would in¬ 
crease EDI* resources so that Mauritius 
could benefit. Officials of the Eighteen 
and the Community arc working out new 
ways in which the Community could aid 
African industrialisation. One aim is to 
supply African countries with more in¬ 
formation about available EDF money, 
and European investors with more details 
about investment opportunities. 

“Europe”, said the West German For¬ 
eign Minister, Herr Walter Schccl, “must 
play its part in the world-wide concert 
of states. The Community must not cut 
itself olT either from its European part¬ 
ners or from other continents... .Europe 
is called upon to build bridges and reduce 
tension in the world”. 

Sources and acknowledgements : The 
foregoing summarises a report in depth 
in the latest issue of European Trends , 
published by the Economist Intelligence 
Unit, 27 St. James's Place, London 
SW 1A: INT, but the EIU is responsible 
neither for the emphasis of my summary 
nor for my interspersed comments, based 
on a variety of sources. 
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To the market-with 


With the cost of Jiving still climbing, 
despite efforts in some countries to 
discourage excessive spending during the 
Christmas spree period, west Europe 
emerges from its new year's holiday 
with its greatest-ever economic union 
enlarged to include all the British Isles 
and Denmark and with almost all EFTA 
countries bound by a new trade agree 
ment with it. 

It is an event of the most wide-reaching 
importance, attracting the most acute 
study in the USA and Japan, wary but 
anticipatory attention in cast Europe and 
all other communist states and expecta¬ 
tions in almost all the rest of the world. 
Curiously, perhaps, west Europe itself— 
apart from some deliberately organised 
and government-inspired celebration in 
Britain—takes the event with a calmness 
amounting almost to indifference. 

For west Europe it has been a long 
story stretching now over some Iwo deca¬ 
des; most of its original actors have 
passed from the scene and the circum¬ 
stances that made a drawing-together of 
west Europe's states (several of them 
then quite recently wartime enemies) have 
disappeared altogether. The disaster, 
shame and wreck of war have long since 
passed from the scene; in their place is a 
still burgeoning prosperity with a persis¬ 
tent decline in the value of currencies and 
a maverick huge sum of US money loose 
on the continent us the two flies in an 
otherwise very lucious ointment. Britain's 
struggle to enter is itself a talc over ten 
years old—of its protagonists only the 
UK Prime Minister Heath remains to 
triumph in the scene of his former dis¬ 
appointment. 

internal conditions 

In the heart of the Market area, in 
Belgium and Holland there have been 
elTorts for several weeks to form new 
governments. Ln Italy the state takes a 
scries of disturbances and crises as a 
matter of course; France faces elections 
in the first half of this year with an appa¬ 
rent growth in popularity in the left-wing 
coalition of socialists, radicals and com¬ 
munists. In the Market's capital, Brussels 
has seen a strike by the very well paid 
statf of the European Community for a 
new salary system. Only federal Germany 
has a genuine success story—the 
government that courageously took up 


the healing process with east Europe 
re-elcctcd to office and its efforts crowned 
with a political treaty with the German 
Democratic Republic. 

in Britain, the Labour party, to the 
continental socialists 1 dismay, refuses to 
nominate members to the European Par¬ 
liament in Strasbourg and threatens to 
renegotiate the terms of Britain's member¬ 
ship when it manages to recapture office 
in the UK. The British pound will still 
be floating, as it has been since June 23, 
and even Paris has joined quietly in 
advising Britain that it is better to break 
the rules of its new club for the time 
being rather than risk the hazards that 
might result for all from new pressures 
on sterling which could all too easily 
force a new devaluation of the £. 

British apathy 

In Britain, too, there has been such a 
display of apathy by industrial and com¬ 
mercial firms over the prospect of join¬ 
ing the Market that the UK Secretary 
for Trade and Industry was moved in 
mid-December to express his incredulity 
at their “complacency." Many hundreds 
of British firms have done nothing to 
prepare for the opportunities that the 
Market is supposed to offer; there has 
been no surge of preparatory activity. 
None of the giant companies are among 
the relatively few who have established 
manufacturing sites on the continent. 
Compared with the US investment of 
£31* million in sites in Belgium in 1969- 
71 British companies, mostly minor, have 
put in only £6£ million in that period. 

British business, at the moment when 
it is supposed to be surging into Europe, 
is in fact showing far more interest in 
establishing itself in the USA. In the 
last six years the number of British com¬ 
panies building plants in New York 
State alone has grown from one to 
thirty. As far as the continent is con¬ 
cerned the old British disinclination to 
meet a foreign non-English-speaking 
customer on his own ground appears to 
persist. In direct contrast to the 
Americans, who promote no one to 
senior positions until the> have served 
at least two years in the Common Market 
area, learnt at least one of its languages 
and familiarized themselves with Euro¬ 
pean practices and commercial law, the 
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Vienna 

caution 

British appear to be likely to content 
themselves with strengthening existing 
sales organisations and still as an 
adjunct to home sales. Many British 
firms have sent investigators to the con¬ 
tinent in the last 18 months but there 
has been no follow-up and the failure 
rate of the few who established offices on 
the continent has been high. 

Taken on the whole, the “European 
Fanfare 9 ' that will sound from Britain's 
shores for a few months will have a 
somewhat hollow sound but it will 
sound also within a Market in which 
there will be intense strivings from all 
existing and new members for positions 
of effective diiection, in which the Euro¬ 
crats' strike may have to be decided by 
the Market's court of justice in Luxem¬ 
burg and in which the big decisions on 
such matters of codifying commercial 
law, transport, farm prices and a few 
other awkward matters still have to be 
taken. It may not be without signifi¬ 
cance that President Pompidou proposes 
to taice a holiday with the Soviet Party 
Secretary, hunting and talking politics, 
in February with a side purpose of 
spiking communist political guns at 
home before the elections and that he 
favours new consultations “at the highest 
level" to clarify still further questions 
of money and trade within Europe and 
between the Market, the USA, Japan 
and the communist countries. 

nervy governments 

As they come formally or involuntarily 
closer together governments are showing 
signs of becoming increasingly nervy. 
France is concerned to shed its old 
image of sophisticated social life and of 
a principally farming country in favour 
of that of a newly vigorous industrial 
state. Federal Germany is irritably 
anxious about higher wage demands by 
metal and public workers. The OECD 
from Paris has urged all countries in 
west Europe so to reduce spending and 
discourage spending by the public that 
a significant reduction in consumer 
prices is achieved by the end of 1973. 

This year is likely to be one of 
caution rather than of exuberance in 
west Europe even though its Market is 
bigger and its area of influence likely to 
spread. 
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The Durga Das 'family' 

is said to be receiving a wacking fee for 
editing the Sardar Patel letters. There are 
also reports that there was some disagree* 
ment in the Navjivan Trust over the 
amount. Meanwhile it cannot be said 
that a curious public is not getting its 
money's worth. The latest volume in¬ 
cludes some correspondence with Nehru 
on the re-housing of refugees from (the 
then West) Pakistan during the partition 
riots. Nehru objected to Hindu refugees 
arriving in Delhi being settled in what 
were till that time predominantly Muslim 
mohallas. His argument was that this 
would promote further fear or uncertainty 
among the Muslim families still left in 
those areas and thus come in the way of 
the eventual normalization of the situa¬ 
tion in terms of balanced dispersal of the 
two communities in the capital. Patel 
maintained his ground and contended 
that the prompt and orderly housing of 
the refugees pouring into the capital from 
West Pakistan was clearly of the highest 
priority. He also declared himself to he 
against Muslim refugees fleeing from 
Uttar Pradesh pouring into Delhi. 

Patel, of course, was right on both 
counts. It is obvious that, even at that 
late stage, Nehru failed to understand 
the dimensions of the problem of the 
refugee influx from West Pakistan. He 
showed even less comprehension of the 
immense two-way traffic under way and 
the vast exchange of population which 
was inexorably working itself out under 
his very nose. Had Patel not stood like a 
rock, the law and order situation in Delhi 
would have been shattered to very small 
pieces in which case it would have been 
the remaining Muslims of Delhi—the 
objects of Nehru’s misguided and untime¬ 
ly patronage--who would have paid for 
it in blood and tears even more than this 
community had done as surrogate suffe¬ 
rers for the carnage which was over¬ 
taking the Hindus in West Pakistan. 

Again, given the passions of the day or 
the political relations, post-partition, 
between Pakistan and India, the Nehru 
proposals might well have ended up by 
creating a miniature Kashmir problem in 
the very heart of India’s capital. 1 am 
not denying that the notion of a large 
community of Muslims living in the capi¬ 
tal of this country in cheek-by-jowl 
fraternity with the Hindus was not an 


attractive idea, but 1 would certainly 
insist on the fact that, in the context of 
the oppressive realities of those partition 
or post-partition years, Nehru, in 1947, 
was not being merely harmlessly quixotic. 

Some of the prime 

minister's colleagues in the cabinet who, 
for various reasons, were apparently 
enjoying his confidence at the time rather 
more than the deputy prime minister 
evidently did, were even less able to grasp 
the magnitude or the implications of the 
refugee influx than Nehru himself. Thus, 
in the Patel letters, we have the late John 
Mathai, then Railway Minister, point- 
lessly disputing Patel’s demand for the 
total mobilization of the Railways for 
the transport of refugees fleeing for their 
lives from West Pakistan. Taking up a 
truly outrageous position, Mathai attem¬ 
pted to equate priority for the movement 
of coal or salt within the country with 
the priority that could be given to the 
rescue of the West Pakistan refugees. 

Mathai's attitude was even more inde¬ 
fensible when he tried to score a debating 
point off Patel by contending that since, 
as Home Minister, the latter was failing 
to ensure the safety of rail movement 
against mob violence along the route, it 
was no use asking the Railway ministry 
to do more or do better. Security, as 
Mathai should have known, had ceased 
to be a police matter for which the Home 
Ministry could be held responsible. It 
was by then a quasi-military, if not a 
military, problem for which not even the 
Defence Ministry, by itself, could have 
been held accountable, since it had be¬ 
come a responsibility of the cabinet as a 
whole. Incidentally, what was significant 
in this episode was not that Mathai wrote 
as he did, but that he found that he 
could. U seems to me that the office of a 
deputy prime minister had not been a 
happy one on this as well as on a certain 
other (much later) occasion. 

Nehru, however, be- 

longs to history, if not to the stories which 
someone may some day tell his (or her) 
grandchildren. What about his daughter? 
Is she also apt to be similarly insensitive 
to dangerous or potentially dangerous 
situations? The rioting and violence in 
Andhra Pradesh over the mulki rules 
was not something which a sufficiently 
responsible or watchful government 


at the centre could not have forestalled 
by taking thought in time. The agitation, 
however, has been allowed to grow into 
a separatist movement (or, more correct¬ 
ly two separatist movements) which it is 
going to be extremely difficult to deny. 
Mr Brahmananda Reddy was kept on 
as chief minister longer than Telengana 
had any use for him, simply because 
Andhra Pradesh had to be made perfectly 
safe for the prime minister's party after 
the great split. Mr Narasimha Rao was 
chosen to succeed him because he 
reportedly seeks advice from New Delhi 
even on how he should tie his dhoti. 
Meanwhile, and this is indeed amazing, 
the prime minister's party is allowed to 
take out a highly controversial and 
demonstrative procession in the surcharg¬ 
ed atmosphere of Vijayawada and thus 
oiler a provocation to incidents leading 
inevitably to the police opening lire on 
the crowd. 

The least that the prime minister could 
do is to place a ban on her party- 
men indulging themselves in this manner 
and ask the state government not to 
allow for the duration political proces¬ 
sions or other potentially explosive 
demonstrations in sensitive areas. I 
concede, however, that it would have 
been too much to expect of the prime 
minister that she, with or without her 
senior colleagues, should rather have 
gone to Hyderabad and sat there until it 
became reasonably likely that further 
blood-baths could be avoided than 
packed off to Calcutta to attend a routine 
party jamboree where brave words are no 
doubt shouted in the air, but are not 
always repeated into fair cars. 

Prohibition, I grant, may 

rouse even stronger passions in some 
human breasts than Mr Nixon’s private 
war with Hanoi, liven so l wonder why 
The Statesman , in an editorial appearing 
on December 23 — Rajaji was to die 
only three days later, and was already 
criticially ill -— should have sniped at 
him the way it did. Apart from the 
altogether ungracious timing of the 
sneer, the suggestion that, in being one 
of the first stales to introduce prohibi¬ 
tion, Bombay had been “misled by Rajaji 
in Salem” betrayed colossal ignorance 
of almost every circumstance or consi¬ 
deration that was relevant to the subject. 
Are we to suppose that prohibition was 
s Rajaji’s personal fad and not the policy 
of the Indian National Congress? Again, 
did Candhiji not come into the picture at 
all at some point some time? Was his in¬ 
fluence on the Congress party in Bombay 
less pressing or proximate than Rajaji’s ? 
And was Candhiji any the less of a crusader 
for prohibition than Rajaji was? Finally, 
would Mr Morarji 
Desai say some¬ 
thing about all"* 
this, please? 
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TRADE 

WINDS 


Asia 72 


Thu 45-imy Asia 72 Fair, the 
biggest ever trade spectacle 
in India came to an end on 
December 18, 1972. President 
Giri who presided over the 
closing ceremony said that the 
third Asian International 
Trade Fair has created a new 
atmosphere of goodwill and 
co-operation among the parti¬ 
cipating countries. He expres¬ 
sed India’s desire to use such 
fairs for further expansion o! 
trade among the developing 
and developed nations, and 
wanted such fairs to be a 
permanent feature for the 
fumre trading pattern in the 
context of the new. 


Mr Giri awarded certificates 
and national awards to foreign 
an i national participants. 

The minister for foreign 
trade, Mr L.N. Mishra, said 
“Asia 72 had triggered off an 
awareness of the potentialities 
and competence of India as a 
viable exporter and a mature 
industrial nation.” The large 
number of commercial inquiri¬ 
es received so far and the 
creation of conditions for 
even larger number of enquiries 
to follow bore testimony to 
this, he added. 

The third Asian Inter¬ 
national Trade Fair, which 
was the first ever held in India 
as also in the continent during 
the ‘Second Development 
Decade’ was sponsored by the 
liCAFli and 47 nations from 
all over the globe participated. 


The Indian contribution at 
a cost of about Rs 7 crores, 
was represented by 19 depart¬ 
mental stalls, 15 central minis¬ 
tries, and 78 out of total of 
102 public sector industries, 
besides nearly 5,000 private 
firms. 

The total volume of trade 
transacted at the Fair, visited 


by business delegations from 
over 50 countries, amounted 
to Rs 49 crores. Out of this, 
export orders bagged by India 
accounted for over 60 per cent. 
A better idea of the business 
turnover is expcUed to be 
available in six months, when 
the negotiations on several 
pending enquiries are likely to 
be completed. The final figure 
is expected to be many times 
higher than the present one. 
After a gap of about a week, 
the Fair re-opened with a new 
name, the National Industries 
Fair. 

Indo-Spanish 
Trade Pact 

India and Spain signed a 
trade and economic co-opera¬ 
tion agreement recently. 
Attached to the agreement is 
a list of 97 items to be export¬ 
ed by India to Spain and an¬ 
other list of 77 items to be 
imported from that nation. 
Both the countries have agreed 
that there is considerable scope 
for economic co-operation, par¬ 
ticularly in fields like fertilisers, 
petrochemicals, shipbuilding, 
refineries, railway equipment, 
agricultural equipment and 
leather machinery. 

It has been decided to set 
up a joint committee consisting 
of representatives of the two 
governments. This will identify 
projects for collaboration. 

The establishment of joint 
ventures in Spain and India, 
joint execution of contracts, 
and the exchange of engineer¬ 
ing and other services will be 
promoted. 

The agreement signed will 
last for two years, wUh a pro¬ 
vision for automatic revision 
unless either party wishes to 
terminate it. Under GATT 
rules, the two countries will 
provide most-favoured-nation 


treatment to each others* 
goods. 

At the signing ceremony, the 
Foreign Trade Minister 
Mr L.N. Mishra, said that 
commeicial exchanges between 
the countries were only worth 
$5 million today, and trade 
should be rapidly expanded 
and diversified. 

The Spanish Foreign Minis¬ 
ter, Mr G. Lopez Bravo de 
Castro, replied that his country 
was glad to be moving towards 
closer economic relations with 
India. 

Checking International 
Tax Evasion 

The need to check inter¬ 
national tax evasion which 
deprives India of precious 
foreign exchange resources 
was emphasised by the union 
Finance Minister, Mr Y.B. 
Chavan, while inaugurating a 
week-long seminar on Interna¬ 
tional Taxation organised for 
the benefit of officers of the 
Income-tax Department deal¬ 
ing with foreign tax cases in 
Delhi recently. 

Mr Chavan said Inter¬ 
national tax evasion has to be 
tackled with vigour as it 
strikes at the very roots of 
our economy and affects consi¬ 
derably the benefits of foreign 
technical and economic assis¬ 
tance. Malpractices like under¬ 
invoicing and over-invoicing 
in import and export business, 
illegal transactions in foreign 
and Indian currency, opera¬ 
tions through secret foreign 
bank accounts and smuggling 
of valuable articles into and 
out of India adversely affects 
our development programmes. 
Mr Chavan said the seminar 
has provided field income-tax 
officers with specialised know¬ 
ledge and expertise in dealing 
with matters relating to the 
taxation of income arising 
from international operations 
and foreign trade and com¬ 
merce. 

The seminar discussed a 
wide range of subjects. These 
included technical collabora¬ 
tion agreements, double taxa¬ 
tion relief and double taxation 
avoidance agreements, evasion 
and avoidance in the field of 
international taxation, assess¬ 
ments of persons leaving India 


find computation of business 
income of non-residents. 

Tourist Traffic in 1972 

Dr Karan Singh, Minister 
for Tourism and Civil Avia¬ 
tion, informed the Consultative 
Committee of Parliament 
attached to his ministry that 
the tourist traffic to India had 
picked up well in 1972 after a 
very bad year in 1971 due to 
the Indo-Pakistan war and 
Bangladesh crisis. A total of 
3,10,357 tourists had arrived 
till November 1972 as against 
2,84,736 during the same 
period last year and 3,00,995 
during the whole year 1971. 
By the end of 1972 it was 
expected that the total tourist 
traffic will rise to 3,25.000. 

The minister stated that the 
target ted figure of four lakh 
tourist by 1973-74, the last 
year of the fourth Plan, was 
likely to be fully achieved. 

Dr Karan Singh said that 
the various promotional 
activities abroad and strength¬ 
ening of infra-structure at 
home had helped to increase 
the flow of tourist traffic. 

Plans for a new international 
air terminal at Dabolim for 
tourist traffic to Goa have been 
drawn up. The Rs 41 lakh 
terminal complex will provide 
for customs, immigration and 
health facilities required for 
international flights. Estimates 
for the construction of apron 
and taxi track are also under 
consideration. The traffic sur¬ 
vey had revealed that opera¬ 
tion of services to Daman and 
Diu, however, were not com¬ 
mercially viable. 

Water and Power 
Grids Seminar 

The 45th annual session of 
the Central Board of Irrigation 
and Power was inaugurated by 
Mr Uma Shanker Dikshit, 
union Minister of Works and 
Housing and Health and 
Family Planning in New Delhi 
recently. 

Two symposia were held oti 
December 21 and 22 on 
“Water-logging” and “Fuel 
Policy for Power Generating 
Stations, including Economies 
of Oil Consumption in Thermal 
Power Stations”. Top-ranking 
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engineers and experts from 
both the centre and the states 
participated in the delibera¬ 
tions. 

Thirtysix papers were discus¬ 
sed at the symposium covering 
causes of water-logging, water- 
table fluctuation and its inter¬ 
pretation, design criteria for 
drainage channels and crop¬ 
ping patterns for maximum 
production from waterlogged 
areas. The Ministry of Irriga¬ 
tion and Power awarded two 
prizes of Rs 3000 each for 
outstanding papers on water¬ 
logging 

Pencil Hydel Scheme 

The Inter-State scheme for 
the Pench hydro-electric pro¬ 
ject has been approved by the 
Planning Commission for 
inclusion in the fourth live- 
year Plans of Maharashtra 
and Madhya Pradesh. The 
160-MW scheme, expected to 
cost Rs 28.28 crores, will be 
commissioned in 1978-79. 

The Pench project envisa¬ 
ges harnessing of the Pench 
river, a major tributary of the 
Kanhan river originating in 
Madhya Pradesh and entering 
Maharashtra, north of Nagpur, 
for power generation. The 
project comprises construction 
of a 63-metre high masonry 
dam across the river near the 
inter-state border and an 
underground 160-MW power 
station. The power station 
will be connected with Amba- 
zari sub-station in Maharash¬ 
tra Grid and to Seoni sub¬ 
station in Madhya Pradesh 
Grid. 

The project will be jointly 
owned by the two states, in 
accordance with the terms of 
agreements of September 25, 
1971, entered into between 
the Chief Ministers of Maha¬ 
rashtra and Madhya Pradesh. 
Maharashtra will invest one- 
third of the cost of the project 
and Madhya Pradesh the 
balance two-third. It will be 
purely a hydro-electric project, 
and according to the terms of 
the agreement between the two 
states, no cost of the dam 
would be charged to irriga¬ 
tion. 

The benefits from the power 
scheme will be shared between 
the two states in the same 


proportion as their share of 
investments. 

An inter-state control board 
will be in overall charge of 
the construction of the pro¬ 
ject, and will ensure effective 
project management and moni¬ 
toring of the scheme and 
completion within the time 
schedule and cost estimates. 
As per the terms of the agree¬ 
ment, Maharashtra will cons¬ 
truct all the civil works includ¬ 
ing the underground power 
station and Madhya Pradesh 
will execute the electrical and 
mechan'cal works of the power 
house and associated equip¬ 
ment. The appropriate agency 
for post-construction opera¬ 
tion will be decided by the 
inter-state control board 
during the construction period. 

The supply of planl and 
machinery for the project will 
be from indigenous sources. 

Increase in Small 
Savings 

There has been a substan¬ 
tial increase in the net small 
savings collections during the 
current financial year. For 
the first seven months, i.e. up 
to the end of October, the net 
collections came to Rs 129.48 
crores—more than double the 


figure for the corresponding 
period of last year (Rs 64.37 
crores). 

The target for small savings 
during the fourth five year 
Plan was initially fixed at Rs 
769 crores. But in view of the 
encouraging trends in collec¬ 
tions the target was raised in 
1971 to Rs 1,000 crores. 

The revised target required 
that for the last two years of 
the Plan, 1972-73 and 1973-74, 
Rs 225 crores should be col¬ 
lected each year. The target 
for 1972 has been raised to 
Rs 275 crores. Already, during 
the first seven months of 1972 
the net collections have come 
to Rs 129.48 crores. 

Increased Paper Output 

The government of India 
has planned to increase paper 
production at the rate of addi¬ 
tional one lakh tonnes per 
year during the next four 
years to cope up with the 
acute shortage of paper likely 
to arise. 

A proposed method to in¬ 
crease paper production with¬ 
in a period of 20 to 24 months 
by additional one lakh tonnes 
per year by Messrs Bertrams 
Limited, Sciennes, Edinburgh 


and Indo-Berolina Industries 
Pvt. Ltd, Bombay, by moder¬ 
nising existing machinery in 
paper mills in India at a 
cost of approximately Rs 16 
crores was described at the 
Indian Pulp and Paper Tech. 
Association seminar held in 
Delhi recently. Out of this 
Rs 16 crores approximately 
20 per cent to 50 per cent 
will be required in foreign 
exchange depending upon the 
sophistication of machine and 
its end products. 

Export of Refrigerators 

Kelvinator of India Ltd 
have signed an agreement with 
a Polish buying team for the 
export of 10,000 Tropicana 
refrigerators through their ex¬ 
port subsidiary Expo Machi¬ 
nery Limited, Delhi. This is, 
by far the largest single order 
ever signed' by any Indian 
manufacturer of refrigerators 
for export to any country. 

Expo Machinery Ltd has 
so far exported these Tropi¬ 
cana refrigerators to over 
25 countries around the 
world. Tropicana refrigera¬ 
tors are now providing con¬ 
venience to families in Kuwait, 
United Arab Republic. Sudan, 
Kenya, Zambia, Nigeria, 
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Dubai, Hong Kong, Australia 
etc. 

Recently, Expo Machinery 
Ltd also signed a contract 
for export to Poland, for 
20,000 Sundo heat convectors 
manufactured by Electronics 
Limited, Faridabad. This 
again is the largest single 
export order for heat convec¬ 
tors ever placed with any 
manufacturer. 

Revenue from 
Road Transport 

The revenue from road 
transport has increased from 
Rs 220.49 crores in the first 
Plan to about Rs 3,500 crorcs 
in the fourth Plan. In the 
1940s, over 70 per cent of 
the road user revenues were 
ploughed back into road 
programmes, but today it has 
conic down to 32 per cent. 

The allocations for road 
development have been stea¬ 
dily rising from Rs 134.37 
crores in the first Plan to Rs 
876 crores in the fourth Plan. 
Compared to total public 
sector investment, expenditure 
on road development has 
decreased from 8.6 per cent 
in the first Plan to 6.7 percent 
in the second; 6.5 percent 
in the third and 5.5 per cent 
in the forth Plan. 

The total goods traffic is 
expected to grow from about 
40,000 million tons Km in 
1968-69 to 84,000 million tons 
km in 1973-74, and passenger 
traffic from 98,000 million 
passenger kms in 1968-69 to 
140,000 million passenger 
kms in 1973-74. 

The national highway sys¬ 
tem shares about 35 per cent 
of the total road transporta¬ 
tion load, although the length 
of the national highway is 
only about seven per cent of 
the total surfaced road 
network in the country. 

Advances to 
Jute Industry 

The Reserve Bank has advis¬ 
ed the scheduled commercial 
banks financing the jute indus¬ 
try not to sanction additional 
credit limits to jute mills for 
fresh purchases of raw jute 
over and above the minimum 
stock level of eight weeks’ 


consumption. It has also ad¬ 
vised the banks to obtain its 
prior authorisation under the 
Credit Authorisation Scheme 
if any increase in limits over 
those sanctioned for the 1970- 
71 season is intended. The 
banks concerned are the State 
Bank of India, Central Bank, 
Bank of India, Punjab Nation¬ 
al Bank, Bank of Baroda, 
United Commercial Bank, 


Canara Bank, United Bank, 
Union Bank, Allahabad Bank, 
First National City Bank, 
National & Grindlays Bank 
Ltd, Chartered Bank, British 
Bank of the Middle East and 
Mercantile Bank Ltd. 

Under the Reserve Bank’s 
circular of September 1971, 
the banks were permitted to 
finance inventory of raw jute 
with jute mills equivalent to 


ah average of four month’s 
consumption. The banks were 
also permitted, as a special 
case, to grant increased credit 
limits for the purpose, for the 
1971-72 jute season, to indivi¬ 
dual jute mills, without the 
Reserve Bank’s prior authori¬ 
sation under the Credit 
Authorisation Scheme. The 
latest advice, however, has 
been given in the context of 
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the Jute Commissioner’s order 
requiring jute mills which hold 
large raw jute stocks to reduce 
them progressively in such a 
way that the stocks held would 
not be more than eight weeks* 
requirements in the mills or 
outside. 

Credit for Coal 
Industry 

The Reserve Bank has 
decided that the measures of 
relaxations in credit limits 
given by the scheduled com¬ 
mercial banks to the coal 
industry may be continued for 
a further period of six months, 
up to the end of June 1973. 
Accordingly, the banks will 
continue to extend, on merits, 
the additional temporary cre¬ 
dit limits up to a maximum of 
15 per cent of the existing 
credit limits. They will also 
continue to consider sympathe¬ 
tically requests from collieries 
for extension of credit facilities 
against book debts/bills for 
periods beyond 90 days. In 
regard to claims of collieries 
for reimbursement by the Coal 
Board of certain specified ex¬ 
penses incurred by them, the 
banks may consider giving 
advances for suitable periods 
against claims approved/certi¬ 
fied by or under the authority 
of the Coal Board. 

Transistorised TV 

Production of low-cost 
transistorised television sets 
was suggested by Mr 1. K. 
Gujaral, Minister or State for 
Information and Broadcasting, 
in New Delhi recently. 

Addressing a UN panel 
meeting on satellite instruc¬ 
tional television system he 
said a “transistorised revolu¬ 
tion” as in radio alone could 
bring down the cost of TV 
sets. 

Soviet Order for 
Hosiery 

Mr Jawaharlal Oswal, Presi¬ 
dent of the Hosiery Exporters 
Corporation said recently that 
Russia had placed orders 
worth Rs 14 crorcsfor woollen 
hosiery goods lor 1973. The 
orders will be executed by 
more than a dozen mills. The 
orders include the current 


year pending orders valued at 
Rs 2 crores. 

In addition the State Trading 
Corporation has also bagged 
export orders. The STC will 
make the purchases from mills 
here. 

Ludhiana mills had exported 
woollen hosiery goods worth 
about Rs 13 crores in 1972. In 
terms of total export orders 
there will be an increase of 
nearly one crore rupees this 
year, but quantity wise there 
will be a sharp decline in 
Soviet orders. This is due to 
the abnormal increase in the 
world price of raw wool in 
recent months. 

MMTC 

A contract for Import of 
one lakh tonnes of calcium 
ammonium nitrate from Ro¬ 
mania during 1973 was signed 
with MMTC recently. With 
the signing of this contract, 
Romania will supply a total 
quantity of 175,000 tonnes of 
this chemical fertilizer during 
1973. 

Indian Cycles for 
Nigeria 

A Nigerian firm has signed 
an agreement with a Punjab 
firm for the import of cycles 
and cycle components worth 
more than Rs 1.55 crores. This 
is the biggest single export deal 
of the Punjab pavilion since the 
inception of the Asia 72 Fair. 

Radial Auto-Tyres 

The Goodyear Tire and 
Rubber Company is spending 
28 million dollars to boost 
radial auto tyre production at 
its plant in Union City, Ten¬ 
nessee, USA. 

Built at a cost of 76 million 
dollars the four year old plant 
has a current capacity of more 
than 30,000 tyres a day. 
Goodyear will add equipment 
and 370,000 square feet to the 
plant, bringing its size to more 
than 40 acres under roof. 

Construction will begin 
immediately and will be com¬ 
pleted by early next summer. 
Present employment of nearly 
1,800 persons is expected to 
increase to more than 2,300 by 
late 1973. 

The plant is one of the eight 


US lyre plants operated by 
the world's largest tyre and 
rubber company. 

Annual Plans 

Mysore's Annual Plan for 
1973-74 will have an outlay of 
the order of Rs 81.27 crores. 
This was agreed to at a meet¬ 
ing between Mr D.P. Dhar, 
union Minister of Planning 
and Deputy Chairman, Plan¬ 
ning Commission, and Mr 
Dev Raj Urs, Chief Minister 
of Mysore, recently. 

The meeting was attended 
by, among others, Mr Mohan 
Dharia, Minister of State for 
Planning, Dr B. S. Minhas, 
Member, Planning Commis¬ 
sion, and Mr Ghorpadc, 
Finance Minister of Mysore. 

The approved fourth Plan 
outlay of Mysore is Rs 350 
crores, and approved outlay 
for 1972-73 Annual Plan 
Rs 72.30 crores. 'The actual 
expenditure during the first 
three years of the fourth 
Plan, 1969-72, came to Rs 
210.60 crores. 

The allocation of the outlay 
of Rs 81.27 crores among 
various heads of development 
is as follows (Rs in lakhs): 
agricultural programmes 1698; 
community development, co¬ 
operation and panchayats 457; 
irrigation and power 3481; 
industry and mining 435; 
transport and communications 
367; social services 1659; and 
miscellaneous 30. 

Kerala's Annual Plan for 
1973-74 will have an outlay of 
the order of Rs 70.06 crores. 
This was agreed to at a meet¬ 
ing between Mr D.P. Dhar, 
union Minister of Planning 
and Deputy Chairman, Plan¬ 
ning Commission, and Mr 
Achuta Menon, Chief Minister 
of Kerala and Dr K.G. 
Adyodi, Finance Minister of 
Kerala, recently in Delhi. 

The approved fourth Plan 
outlay of Kerala is Rs 258.40 
crores. The approved outlay 
for the Annual Plan 1972-73 
was Rs 64.00 crores. Actual 
expenditure during 1971-72 
came to Rs 69.23 crores. 

The distribution of outlay 
of state's Annual Plan 1973-74 
among major heads of deve¬ 
lopment will be as follows 
(Rs in lakhs); agricultural 


programmes 1126; community 
development, co-operation 
and panchayats 311; irriga¬ 
tion & power 2923; industry 
& mining 523; transport & 
communications 397; social 
Services 1700; and miscel¬ 
laneous 26. 

The outlay for the Annual 
Plan 1973-74 of Himachal 
Pradesh will be of the order 
ofRs 30.58 crores. This was 
agreed to at a meeting between 
Mr D.P. Dhar, union Minis¬ 
ter of Planning and Deputy 
Chairman, Planning Commis¬ 
sion and Dr. Y.S. Parmar, 
Chief Minister of Himachal 
Pradesh, recently. 

The approved fourth Plan 
outlay of the state is Rs. 
101.40 crores. The outlay 
approved for 1972-73 Annual 
Plan of the state was Rs 26.57 
crores. Actual expenditure 
during 1971-/2 came to Rs 
22.93 crores. 

The outlay of Rs 30.58 
crores of 1973-74 Plan will be 
allocated among various heads 
of development after the 
sectoral adjustments are fina¬ 
lised. 

Names in the News 

Mr R. S. Bhatt has been 
approved Chairman of the 
Indian Investment Centre in 
succession to Mr. G.L. Mehta. 

Mr Bhatt was a Member of 
the Tariff Commission from 
1957 to I960, Executive Direc¬ 
tor of the Indian Investment 
Centre 1960-64 and Chairman 
of the Unit Trust of India 
from 1964 until recently. He 
has been the senior most mem¬ 
ber of the government body 
of the Indian Investment 
Centre. 

Also nominated as a Member 
of the Governing Body is Mr 
H.T. Parekli Chairman, Indus¬ 
trial Credit and Investment 
Corporation of India. 

Mr. N.M. Wagle, Managing 
Director of Messrs. Greaves 
Cotton & Co. has been reno¬ 
minated as a member of the 
governing body. 

Mr K.K. Unni has been 
appointed Managing Director 
of Air India. He takes charge 
on February 14,1973. Mr Unni 
succeeds Air Marshal M.S. 
Chaturvedi 
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COMPANY 

AFFAIRS 


Kamani Metals 

Kamani Mitals and Alloys 
Ltd lias nearly doubled its 
gross pro lit to Rs 62*02 lakhs 
during the year ended June 30, 
1972 from Rs 31.64 lakhs in 
the previous year. There was, 
however, only a marginal im¬ 
provement in sales from Rs 
6.23 crorcs to Rs 6.35 crorcs. 
The directors have proposed to 
raise the equity dividend to 11 
per cent from 10 per cent 
paid for 1970-71. Besides they 
have decided to issue bonus 
shares, subject to the sanction 
of the government, in the ratio 
of two shares for every five 
shares held. Out of the gross 
profit, a sum of Rs 16.03 
lakhs was appropriated to 
depreciation reserve, Rs 5.18 
lakhs to development rebate 
reserve, and Rs 40.75 lakhs to 
general reserve as compared 
to Rs 6.76 lakhs, Rs 7,000 
and Rs 23.39 lakhs provided 
respectively in 1970-71. The 
proposed dividends will be 
paid out of the general reserve. 
The company's new unit at 
Bangalore has started com¬ 
mercial production from Ja¬ 
nuary I, 1972. Despite keen 
competition in international 
markets the company's exports 
were 13.6 per cent more than in 
1970-71. The company is 
planning to commence a new 
line of business relating to the 
manufacture and sale of nickel 
silver, high tin phospher bronze 
and a host of other products. 

Rallis India 

Rallis India Ltd has fared 
extremely well during the year 
ended August 31, 1972, with 
an increase in sales from Rs 
53.10 crorcs to Rs 57.49 crores 
and a rise in gross profit to 
Rs 1.77 crorcs from Rs 1.54 
crorcs in 1970-71. Out of the 
gross profit the directors have 
earmarked a sum of Rs 16.18 
lakhs to depreciation reserve, 


Rs 91,000 to development re¬ 
bate reserve, Rs 3.78 lakhs for 
doubtful debts and Rs 102 
lakhs for taxation as against 
Rs 16.04 lakhs, Rs 77,000, 
Rs 34,000 and Rs 84.50 lakhs 
provided respectively in 1970- 
71. After adjustments there is 
a surplus of Rs 54.20 lakhs as 
compared to Rs 53.93 lakhs 
in the preceding year and the 
entire amount was credited 
to the general reserve. The 
directors have declared an 
equity dividend of 14 per cent, 
the same as in 1970-71. The 
proposed equity dividend will 
absorb Rs 31.50 lakhs. 

Rainbow Steels 

In the first ten months of its 
working i.e. up to October 
1972, the Rainbow Steels Ltd 
has earned a gross profit of Rs 
20.85 lakhs. The company 
commissioned its first arc mel¬ 
ting furnace in a record period 
of five months. 

As a part of its major ex¬ 
pansion programme it proposes 
to instal another arc melting 
furnace and commission it by 
March 1973. The total cost 
of installation of the second 
electric arc furnace is estimated 
at Rs 60 lakhs and it will be 
financed by an equity issue of 
Rs 20 lakhs, Rs 25 lakhs as 
mid-term loan from the com¬ 
pany’s bankers and the balance 
from internal funds. To raise 
resources for the implementa¬ 
tion of the scheme the com¬ 
pany is expected to be in the 
capital market by the end of 
January 1973. 

Bharat Steel Tubes 

The Board of Directors of 
Bharat Steel Tubes Limited has 
decided to recommend issue 
of bonus shares in the ratio 
of one bonus share for one 


equity share held. The issue of 
bonus shares is being declared 
by capitalising a sum of Rs 
1,18,93,063 out of the general 
reserve of the company, a sum 
of Rs 15,99,000 standing to the 
credit of capital redemption 
reserve, a sum of Rs 7,937 
standing to the credit of profit 
on re-issue of forfeited shares. 
T he bonus shares will be dis¬ 
tributed amongst the sharehol¬ 
ders of the existing 13,50,000 
equity shares of Rs 10 each 
whose names stand on the re¬ 
gister of members on a date to 
be fixed by the board of di¬ 
rectors after seeking the app¬ 
roval of the members at the 
general meeting and after re¬ 
ceiving the consent of the Cont¬ 
roller of Capital Issues. After 
the issue of bonus shares the 
total paid-up capital of the 
company will be Rs 299.01 
lakhs divided into 2,70,000 
equity shares of Rs 10each 
and 14,010, 9.3 per cent cum¬ 
ulative redeemable preference 
shares of Rs 100 each and 
15,000 9.5 per cent cumulative 
redeemable preference shares 
of Rs 100 each. After the 
issue of bonus shares the 
reserves of the company will 
stand at Rs 1,04,75,478 which 
comes to about 35 per cent of 
the enhanced paid up capital. 
The bonus shares shall rank 
pari passu with the existing 
equity shares except that they 
shall not be entitled to divi¬ 
dend for the year ended 
March 31, 1973. Mr Raunaq 
Singh, President of the com¬ 
pany, is confident that the 
company will be able to main¬ 
tain the dividend on the en¬ 
hanced equity capital. The 
company has declared divi¬ 
dend on equity shares at the 
rate of 12 per cent for the last 
two years. 

Shaw Wallace 

The Company Law Board 
has issued an order directing 


that any transfer of equity 
shares in the Shaw Wallace 
and Company Limited held by 
its four main shareholders, 
M/s R.G. Shaw and Com¬ 
pany Limited, M/s Shaw Dar¬ 
by and Company Limited, 
M/s Shaw Scott and Company 
Limited and M/s Thames Rice 
Milling Company Limited, 
for a period of three years, shall 
be void. The order has been 
passed by the Company Law 
Board in exercise of its powers 
under sub-section (4) of Sec¬ 
tion 250 of the Companies 
Act, 1956. This step has been 
taken by the Company Law 
Board since it apprehends 
attempts by certain interested 
parties to get control over M/s 
Shaw Wallace and Company 
Limited, Calcutta, by acquisi¬ 
tion of sizeable blocks of equity 
shares. Information available 
to the Board indicates that the 
four shareholders. M/s R.G. 
Shaw and Company Limited 
(holding 2,20,999 equity 
shares). M/s, Shaw Darby and 
Company Limited (58,666 
equity shares). M/s Shaw Scott 
and Company Limited (60,000 
equity shares) and M/s Thames 
Rice Milling Company Limi¬ 
ted (46,666 equity shares), are 
about to transfer the shares to 
some unknown persons. 

M/s Shaw Wallace and Com¬ 
pany Limited, being one of the 
biggest and oldest companies 
functioning in India with seve¬ 
ral subsidiaries and other asso¬ 
ciate companies, employing 
about 34,000 persons, any 
change in the composition of 
its board of directors which 
might follow such transfer of 
shares, it is felt, would be 
prejudicial to public interest. 

The restrictions imposed by 
the order apply only to the 
shares held by the four compa¬ 
nies mentioned above and do 
not apply to other shares held 
by other shareholders of the 
company. 

Larsen & Toubro 

Larsen and Toubro Ltd 
proposes to issue bonus shares, 
subject to the consent of the 
controller of capital Issues, 
to the extent of Rs 144.55 
lakhs by capitalising Rs 36.84 
lakhs from the share premium 
account and the balance of 
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In the path of self-sufficiency in oil refining 


Self-sufficiency in oil refining 
is a vital step for economic 
progress. 

; A step in this direction was 
taken when the first public 
sector refinery was set up at 
Gauhati in 1962. Later, in the 
sixties, two more refineries 
went on stream at Barauni in 
Bihar and Jawahar Nagar 
in Gujarat. 


These three refineries, 
together, processed nearly 
seven million tonnes of crude 
oil during 1971 -72. And with 
expansion plans in hand, 
these are slated to produce 
more and more in the years to 
come. 

The fourth Indianoil refinery 
is under construction at Haldia 
in West Bengal with a 


capacity of 2 5 million tonnes a 
year. 

With the proposed setting up 
of the fifth refinery at Mathura 
(capacity: six million tonnes), 
Indianoil is taking a giant 
stride on the path of achieving 
self-sufficiency in petroleum 
refining. 
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Rs 107.71 lakhs from the gene¬ 
ral reserve account. The com¬ 
pany’s equity shares will he 
issued in proportion of eight 
new equity shares for every 25 
equity shares. In arriving at 
this ratio the board has con¬ 
sidered the undertaking given 
to the Convertible Bond hol¬ 
ders in terms of Clause 12 (iii) 
of the Scheme of Amalgama¬ 
tion of Canara Bank Limited, 
whereby if the company issues 
the bonus shares in excess 
of 10 per cent of the paid-up 
capital, the conversion of the 
Convertible Bonds shall stand 
augmented to the extent of 
excess over 10 per cent of the 
paid-up capital. In view of this 
the Convertible Bonds will be 
converted at the rate of 1.2 
equity shares for every Conver¬ 
tible Bend. In other words, for 
every five Convertible Bonds six 
equity shares will be issued. 
An extra-ordinary general 
meeting of the company will 
be called shortly to approve the 
hoard’s recommendation. The 
sales up to November 30, 
1972 amounted to Rs 1696 
lakhs as against Rs 1449 lakhs 
for the last year, that is, an 
increase of Rs 247 lakhs or 
17 per cent. The order backlog 
as at November 30, 1972 was 
Rs 51 crorcs as against Rs 37 
crores on November 30, 1971. 

News and Notes 

(Expansion and Diversification) 

Bajaj Tempo Ltd has re¬ 
ceived a letter of intent for 
trebling the capacity of three 
and four wheelers to 12,000 
vehicles per annum. The ex¬ 
pansion scheme is estimated to 
cost Rs 4 crorcs. The com¬ 
pany’s expansion programme, 
is, however, beset with difficul¬ 
ties in that the letter of intent 
had imposed impossible condi¬ 
tions. One of the conditions 
stipulated, for instance, was 
that the company must under¬ 
take to export at least five per 
cent of its additional produc¬ 
tion over and above its 
present exports. further 
the letter of intent did not 
disclose the period for which 
the company would be bound 
by this condition. As there is 
an increasing competition from 
giants in international markets, 
it will be difficult for the com¬ 
pany to fulfil this export obli¬ 
gation. But if the government 


insists on this condition the 
company may even be forced 
to give up its expansion pro¬ 
gramme. Meanwhile the com¬ 
pany has completed the manu¬ 
facture of25,000th vehicle and 
a special ceremony was orga¬ 
nised recently for this purpose 
at its factory at Chinchwad 
near Poona. 

New Ventures 

Mohta Alloys and Steels 
Ltd, a new venture promoted 
by Shree Bhawani Cotton 
Mills Ltd, is setting up a mini 


steel plant at Ludhiana for 
manufacturing steel ingots. 
Considerable progress has 
been made on the project and 
production is expected to begin 
by June 1973. Ludhiana is 
considered an ideal location 
for such a plant since raw ma¬ 
terials are available locally 
and there is a ready market for 
finished goods. The company 
proposes to instal two electric 
arc furnaces, one of 10 tonnes 
and the other of 5 tonnes ca¬ 
pacity per charge. Thus the 
total capacity per annum will 


be about 23,000 tonnes. Later 
another 10 tonne are furnace 
will be added to the plant to 
raise its capacity. The com¬ 
pany has also plans to instal 
a continuous casting machine. 
After expansion, the capacity 
will be 40,000 tonnes per an¬ 
num. Then the smaller furnace 
will be utilised for preparing 
castings for the engineering, 
cement and other industries. 
The cost of the project is esti¬ 
mated at Rs 1.47 crores. 

Sectaveni Chemicals Private 


OOVERMRKRT OF WDM 

DEPARTMENT OF ATOMIC ENERGY 


REQUIRES 


Commercial Manager 
Q_ 

tsomea 

The '•iBomod** Project Is for radiation 
sterilization of medical products jointly 
sponsored by the United Nations 
Development Programme, International 
Atomic Energy Agency and the 
Department of Atomic Energy, 
Government of India. The facility, 
to be commissioned in Bombay next 
year, will provide a comprehensive 
product sterilization service to the 
manufacturers of medical supplies 
such as surgical cotton-wool, dressings 
end sutures, single use plastic 
disposables (syringes, catheters, 
etc.) and other miscellaneous items. 
The functions of the Commercial Manager 
would include market development, 
marketing, customer liaison, financial 
management, procurement 
and general administration. 
QUALIFICATIONS AND EXPERIENCE: 
Graduate in Science or Engineering, and 
3*9 years' relevant experience in marketing. 

Post-groduate qualifications in 
management desirable. 
GROSS EMOLUMENTS can be upto 
Rs. 1600/- depending on qualifications 
and experience. 


Marketing Executive 
Isotope Division, B.A.R.C. 

The Marketing Executive will be 
responsible for marketing 
i of products such as 
Isotope radiography 
•quipment and Industrial 
nucleonic gauges, 
gamma chambers, radio¬ 
pharmaceuticals, 
radiochemicals including 
labelled agro-chemicals, 
luminous compounds 
and sources, and 
related services. 

QUALIFICATIONS AND EXPERIENCE « 
Graduate in Science or Engineering 
with two year's diploma'degree 
in Business Administration 
from a reputed management 
institute. Industrial marketing 
experience desirable. 

GROSS EMOLUMENTS on 
appointment would 
be Rs. 1000/- or 
higher depending on 
qualifications and 
experience. Candidates 
who have already 
applied for this 
post need not do 
so again. 


Applications from young and dynamic candidates giving full bio-data and details 
of previous experience and salaries drawn, should reach the Director, 
Programme Analysis Group, Department of Atomic Energy, C.S.M. Marg, 
Bombay-1, within the next three weeks. The post applied for should be 
clearly indicated. 

Applications should be accompanied by a crossed Indian Postal Order (non* 
refundable) of Rs. 5/- (Rs. 1.29 for Scheduled Castes/Scheduled Tribes appli¬ 
cants) drawn in favour of Accounts Officer, Bhabha Atomic Research 
Centra, Bombay. 

Persons already In Government service or In a Public Sector Undertaking or 
Autonomous Organisation should send their applications THROUGH 
PROPER CHANNEL. 
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Ltd, is setting up a project 
based on the know-how de¬ 
veloped by the Defence Re¬ 
search Laboratory of the De¬ 
fence Research and Develop¬ 
ment Organisation at Ghugus, 
MIDC Industrial Area, with a 
manufacturing programme to 
produce defence and export- 
oriented rare chemicals which 
are being imported for the pre¬ 
sent and are in great demand 
in the country. It is expected 
that with the commissioning 
of this plant, there will be a 
substantial saving of foreign 
exchange. The Maharashtra 
Industrial Development Cor¬ 
poration has allotted the re¬ 
quired land for the project. 
The project is estimated to 
cost Rs 22 lakhs. 

New Issues 

Lakhanpal National Ltd an 

Indo-Japanese venture, is 
offering for public subscrip¬ 
tion 208,334 equity shares of 
Rs 10 each at par. The sub¬ 
scription list for this fully 
underwritten issue opens on 
January 8 and will close on 
January 17 or earlier but not 
before January 11. The pro¬ 
ceeds of the issue will be utilis¬ 
ed Refinancing partly the 
company's project being set up 
at Baroda for manufacturing 
60 million dry cell batteries per 
annum. The plant is expected 
to be ready for trial production 
by April 1973 and commercial 
production is scheduled to 
start by June 1973. The com¬ 
pany has an authorised capital 
of Rs 2 crores and an issued, 
subscribed and paid-up capital 
of Rs 16.67 lakhs. The present 
issue is for Rs 45.83 lakhs 
out of which shares worth 
Rs 2.50 lakhs will be allotted 
to the foreign collaborators, 
Messrs Matsushita Electric 
Industrial Co Ltd of Japan 
for supply of know-how 
while shares of the value 
of Rs 22.50 lakhs have 
been reserved for allotment 
to them for cash at par. 
The remaining equity capial 
of Rs 20.83 lakhs is now being 
offered for public subscription. 
The directors are hopeful of 
declaring a maiden equity divi¬ 
dend of 10 per cent in the third 
year of its operations, i.e. in 
1975-76. It is significant to 
note that it is first time that 


Matsushita is coming to our 
country and India is the only 
country where Matsushita 
shall have two dry cell colla¬ 
borations, the first being with 
Lakhanpal National and the 
other being with Indo-National. 

S.I.F. Steels Ltd is setting 
up a unique steel wire rods- 
cum-structurals plant at Bhav- 
nagar with a capacity of 
45,000 tonnes a year. The 
plant is the only one of its 
kind in Gujarat and looking 
to the requirements of Gujarat 
for wire rods and structural 
the plant will hardly be 
able to meet part of the 
demands of the state. All 
formalities of feasibility 
report, financial arrangement, 
acquisition of land, arrange¬ 
ments for supply of water, 
power, and plant and machi¬ 
nery have been made and the 
unit is expected to be commis¬ 
sioned before the end of 1973. 
in the first year of its opera¬ 
tions the company is expected 
to achieve a production of 
30,000 tonnes of wire rods and 
structurals and sales are like¬ 
ly to be of the order of Rs 5.5 
crores. Sales are expected to go 
up to Rs 6 crores in the second 
year and to Rs 6.4 crores in the 
third year. According to cur¬ 
rent indications the company 
is expected to pay a reasonable 
maiden dividend from the very 
first year of its operations. To 
raise part of the resources for 
the implementation of the 
scheme the company is entering 
the capital market on January 
16 with a public issue of Rs 48 
lakhs, all in equity shares of 
Rs 10 each. 

Oudh Sugar Mills Ltd en¬ 
tered the capital market on 
December 26 with a public 
issue of Rs 25 lakhs divided 
into 25,000 redeemable cumu¬ 
lative preference shares of Rs 
100 each carrying a dividend of 
9.5 per cent per annum. The 
preference shares are redeem¬ 
able at par at any time after a 
period of ten years but not 
later than 12 years from the 
date of allotment. The subscri¬ 
ption list for this fully under¬ 
written issue, is scheduled to 
close on or before December 29 
but not before December 28. 
The company proposes to set 
up a plant at Akola for the 
manufacture of cattlefeed. The 
company is also planning to 


balance its plants' capacity for 
the production of vanaspati 
and refined oil to achieve maxi¬ 
mum utilisation of licensed 
capacity by addition of further 
equipment at its factory at 
Akola. The company further 
proposes to modernise its 
material handling system at its 
factory at Akola and for that 
purpose it proposes to pur¬ 
chase mechanical handling 
equipment. Further the com¬ 
pany is setting up a plant for 
relining and fractionation of 
crude palm oil in Malaysia 
in association with Edible Oil 
Products (Malaysia) Berhad. 
The proceeds of the issue will 
be utilised for financing these 
schemes. 

The recent public issue of 
523,600 equity shares of Rs 
10 each offered by Philips India 
Ltd at a premium of Rs 15 
each has been over subscribed 
by twelve times. Against the 
share offer of the value of 
Rs 1.31 crores, inclusive of 


the premium, subscriptions 
amounted to nearly Rs 16 
crores. 

Unit Trust 

The sale and repurchase 
prices of the units of the Unit 
Trust of India were raised by 
five paise each to Rs 10.85 
and 10.55 respectively with 
effect from December 26. 

Interim Dividend 

The Hindoostan Spinning and 
Weaving Mills Ltd has dec¬ 
lared an interim dividend of 
Rs 12.50 per share, subject to 
tax, per equity share of Rs 250 
for the year ending March 31, 
1973. 

The Rajasthan Spg. and Wvg. 
Mills has announced an inte¬ 
rim dividend of 7.5 per cent 
for the year ended September 
1972 besides its proposal to 
issue bonus shares in the pro¬ 
portion of seven shares for 
every 13 shares held. 


Dividends 


(Per cent) 


Equity dividend dec¬ 
lared for 

Name of company Year ended - 

Current Previous 
year year 


Higher Dividend 


Kaycee Industries 

June 30, 1972 

7.0 

6.0 

Champarun Sugar 
Balrampur Sugar 

June 30, 1972 

15.0 

Nil 

Co. 

June 30, 1972 

8.0 

Nil 

Jeypore Sugar Co. 
Cauvery Sugars and 

June 30, 1972 

20.0 

10.0 

Chemicals 

June 30, 1972 

10.0 

Nil 

Nclimarla Jute Co. 
Same Dividend 

Jam Shri Ranjit- 
singhji Spg. Wvg. 

July 31, 1972 

12.0 

10.0 

Mills 

Piramal Spg. & 

June 30, 1972 

10.0* 

10.0 

Wvg. 

June 30, 1972 

5.0* 

5.0 

Bharat Forge 

Steel and Allied 

June 30, 1972 

Nil 

Nil 

Products 

June 30, 1972 

Nil 

Nil 

Universal Electrics 
Alkali and Chemi¬ 

March 30, 1972 

12.5 

12.5 

cal Corporation 

September 30, 1972 

17.5 

17.5 

S.K.G. Sugar 

June 30, 1972 

Nil 

Nil 


♦Enlarged capital 
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Company meetings 

THE SCINDIA STEAM NAVIGATION CO., LTD. 

Summary of Speech of Shri Krishnaraj M.D. Thackersey, Chairman, The Scindia Steam Navigation Company Limited, 
made at the 53rd Annual General Meeting of the Shareholders on Wednesday, the 20th December, 1972 at Patkar Hall, Bombay-1,. 


I am glad lo inform you that 
the Company’s earnings dur¬ 
ing the year has considerably 
improved as compared to last 
year. This has resulted in 
higher profits for the year by 
Rs. 1.90 crores. Due to the 
higher profits the] Board of 
Directors have, after due con¬ 
sideration of all aspects, re¬ 
commended a cash bonus of 25 
Pnisc per share over and above 
the dividend of Rs. 2.25 per 
share, both subject to tax. The 
Income-tax Officer has deter¬ 
mined the percentage of divi¬ 
dend exempt under Section 
80K at 33.88%. 

After due consideration of 
the desire of the share holders, 
the Board of Directors have 
now decided, subject to your 
concurrence and Government 
approval, to issue bonus shares 
in the ratio of one bonus share 
for five shares held by the 
shareholders. 

The substantial increase in 
the freight earnings has to a 
large extent been offset by the 
increase in the cost of opera¬ 
tion notably in stevedoring and 
crew charges. During the year 
stevedoring cost has increased 
from 10 to 20%, in U.S.A. and 
U.K. trades and the crew cost 
has also shown considerable 
increase of about 40% as com¬ 
pared to last year. Further, 
strikes and delays at various 
ports have now become a fac¬ 
tor to be reckoned with in 
shipping operations. 

The total number of ships 
in our fleet at present is 45 
including one bulk carrier viz. 
m.v. “Narottam Morarjee". 
Four new ships have been de¬ 
livered to the Company during 
the year and two ships after the 
close of the year. Your Com¬ 
pany has continued diversifi¬ 
cation of its trade and is ac¬ 


cordingly endeavouring to 
build a fleet of bulk carriers. 
At present we have on order 
two bulk carriers, one each 
from Emdcn and Lithgow, and 
one OBO from Sweden. 

Indian Shipping presently 
carries only about 20% of 
our Overseas trade and our 
country has to depend upon 
foreign shipping to carry the 
balance of our trade, resulting 
in an outflow of foreign ex¬ 
change to the tune of 180 
crores of rupees. There is 
dire need to develop our ship¬ 
ping as fast as possible. 

Shipping is an instrument of 
export promotion, earner and 
saver of foreign exchange, con¬ 
tributing substantially to the 
foreign exchange earnings of 
the country. Shipping deserves 
to he treated as an industry 
of vital national importance. 

We are half-way through the 
Fourth Five Year Plan and ac¬ 
quisition of tonnage has not 
progressed last enough to reach 
the target of 4 million GRT 
by March, 1974. It is reassur¬ 
ing to hear that the Govern¬ 
ment of India has been doing 
its best to make up the short¬ 
fall and to fix a bold overall 
target of 10 million GRT for 
the Fifth Five Year Plan. 
Shipowners will continue to 
extend full co-operation in 
realising the target. 

All maritime countries of 
the world have been subsidis¬ 
ing their shipbuilding and 
shipping industry by various 
concessions like incentive al¬ 
lowance, high rate of deprecia¬ 
tion, tax free holiday, low rate 
of interest on shipbuilding, 
investment grants and repairs 
subsidy. In India the shipp¬ 
ing industry has a valuable 
concession in the form of De¬ 
velopment Rebate which has 


helped the industry to conserve 
and plough back their re¬ 
sources for the purpose of 
acquiring ships urgently re¬ 
quired to carry our trade. Un¬ 
fortunately the Government 
has announced that this con¬ 
cession will be withdrawn from 
May, 1974. If this decision 
is implemented, it will be ex¬ 
tremely difficult for shipping 
companies to conserve their 
resources for purchase of more 
ships and thus retard the 
growth of Indian Shipping. I 
sincerely hope the Government 
even at this late stage will 
reconsider this decision. 

Although the Government 
had announced sometime back 
that they would release 20% 
of the purchase price of the 
ships in foreign exchange for 
down payment, they have cur¬ 
tailed this free foreign ex¬ 
change release lo 10%. I 
feel that in order to encourage 
speedy development of Indian 
Shipping, the Government 
should take a firm decision and 
release 20% of the price of 
the ship in foreign exchange 
for down payment. 

The Monopolies and Rest¬ 
rictive Trade Practices Act is 
also being applied to the shipp¬ 
ing industry. As and when 
applications for purchase/cons¬ 
truction of ships arc made by 
shipping companies they have 
to get the clearance from the 
Company Law Board under 
the Monopolies Act. This 
takes considerable time and 
at times a proposal is lost due 
to inordinate delay. It is sug¬ 
gested that the shipping com¬ 
panies should be exempt from 
the application of the Mono¬ 
polies Act and if it is not possi¬ 
ble to do so at least shipping 
companies should be allowed 
to increase their tonnage upto 


a rcasonble level without mak¬ 
ing any application to the 
Company Law Board under 
the Monopolies Act. 

I must draw your attention 
to a new condition that Go¬ 
vernment now imposes on any 
loan granted by the Shipping 
Development Fund Committee 
requiring the shipping com¬ 
panies to agree to a part of the 
loan being converted into 
equity capital at the discre¬ 
tion of the Government. I 
have found it difficult to under¬ 
stand why Government has 
considered it necessary to im¬ 
pose this condition when they 
possess all powers necessary 
in order to control and regu¬ 
late the shipping industry. 
Thus for instance, Government 
financial institutions hold a 
substantial number of shares 
of our Company; we have to 
obtain the approval of the 
Government every time we 
want to purchase a new or sell 
an old ship; their approval is 
necessary to the routes on 
which our ships may ply; and 
finally Government nominates 
two representatives on our 
Board of Directors. 

I take this opportunity r.o 
thank the Minister for Shipp¬ 
ing and Transport, Shri Raj 
Bahadur, for his help to the 
Indian Shipping.' I also take 
this opportunity to convey our 
special thanks to the Deputy 
Minister for Shipping and 
Transport and officials of 
the Shipping Development 
Fund Committee and the 
various departments of 
the Government of India for 
their co-operation and assis¬ 
tance. I also thank our pat¬ 
rons, shippers and other well- 
wishers of the Company and 
the Management, officers and 
staff and agents at various ports 
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SAKTHI SUGARS UNITED 


Regd. Office: 

72, Sengupta Street, 
Ramnagar, Coimbatore-9. 


Factory : 

Sakthinagar — Appakudal 
(Coimbatore district) 


Text of speech delivered by Chairman Shri N. Mahalingam, B.Sc , 
at the Eleventh Annual General Meeting held at Coimbatore 
on December 22, 1972. 


Ladies and Gentlemen: 

1 welcome you all lo the 
Filevcnth Annual General 
Meeting of the Shareholders 
of your Company. The 
Accounts and Directors' Re¬ 
port for the year ended June 
30, 1972 have been with you 
for some time and with your 
permission I shall take them as 
read. 


Wc arc meeting at a time 
when the country is passing 
through another year of stress 
and strain, this time of a differ¬ 
ent character. It had been 
eagerly hoped that, after the 
brilliant achievement of our 
Defence Services and the 
emergence of Bangla Desh as a 
Sovereign Republic, the coun¬ 
try could celebrate in a fitting 
manner the Silver Jubilee of 
Independence on its emergence 
as a leading power in this part 
of the globe. While these 
achievements are noteworthy 
another challenge has come 
again to test our mettle in the 
shape of a drought. But the 
Central and State Govern¬ 
ments are better equipped and 
experienced now to meet this 
new challenge which is more 
difficult as it has been posed 
after an extremely difficult 
year when the nation had to 
wage a war on two fronts and 
tackle the immense problem 
of feeding and repatriating 
millions of refugees from 
Bangla Desh. As the earlier 
ordeals have been successfully 
gone through, I am confident 
that the new stresses and 


strains will again be satisfac¬ 
torily overcome and under the 
able leadership of our dynamic 
Prime Minister, the noble 
objective of full employment 
will be imaginatively pursu¬ 
ed and the economy in all its 
sectors, which has shown 
considerable resilience and 
capability, will soon reach the 
stage of self-reliance. 

Every citizen has a duty to 
discharge his share of responsi¬ 
bility to the best of his ability 
and there can be no doubt 
that impressive and a ordma¬ 
ted development of the agri¬ 
cultural and industrial sectors 
can be brought about for en¬ 
suring desired rate of econo¬ 
mic growth with helpful offi¬ 
cial policies and a pragmatic 
approach lo outstanding 
issues. There should also be 
a period of truce for all poli¬ 
tical bickerings while labour 
and white-collared workers 
should extend their whole¬ 
hearted cooperation with grea¬ 
ter attention to scientific 
management, belter manage¬ 
ment-labour relations, a fur¬ 
ther strengthening of the agri¬ 
cultural economy, the elimina¬ 
tion of power shortage and 
full use of the existing indus¬ 
trial capacity in all sectors, 
the growih rate can be even 
in excess of the target of 5.5 
per cent. 

We arc just recovering from 
nature’s fury which manifested 
itself in its worst form and in 
an unprecedented manner when 
a cyclone crossed the coast 
between Cuddafore and Pondi¬ 


cherry, early this month and 
in its journey towards the 
West Coast, left the trail of 
disaster in a belt extending 
over 156-milcs. The damage 
to life and property has been 
heavy and standing crops 
would have been badly dama¬ 
ged if the fury had lasted 
longer. 

The devastation caused to 
the economy of the dis¬ 
trict on account of the Hoods 
which occurred recently is 
unprecedented in the history 
of the area. As many as 30 
villages were submerged under 
water and nearly over 50000 
people were rendered home¬ 
less. The damage caused to 
Roads, Irrigation Works, 
System of Communication 
and the crops is so consider¬ 
able that it will take at least 
another 3 months to put the 
economy of the area back to 
stability. It can be roughly 
estimated that as much as 
20,000 acres of paddy crop 
has been badly hit by the on¬ 
slaught of the floods; while 
heavy rain destroyed crops in 
another 20,000 acres. Valu¬ 
able sources of irrigation have 
suffered considerably in the 
area and many tanks were 
breached. Mention may be 
made of the tanks Odathurai, 
Ananthasagaram and Appaku¬ 
dal. The breach caused to 
these tanks will affect cultiva¬ 
tion to the extent of nearly 
1,500 acres The canc growing 
areas serving your factory 
have been seriously affected 
and crushing operations had 
to be suspended for about 



Shri N. Mahalingam 

two weeks. 

Working Results : 

Let me new turn to the ex¬ 
tremely gratifying working 
results of your Company for 
the year ended June 30, 1972. 
I am happy to inform you 
that the earlier expectations 
of new records being estab¬ 
lished in respect of the crush¬ 
ing of cane and production of 
sugar have been more than 
fulfilled. Indeed it is a matter 
for great pride that your fac¬ 
tory at Sakthinagar has earned 
for itself the distinction of 
being the most efficient unit 
accounting for the largest 
quantity of cane crushed by a 
sugar mill in the last season in 
the whole country. This 
splendid performance has been 
made possible by the scrupu¬ 
lous attention paid to the 
maintenance of plant and 
machinery in a proper state of 
repair, the steady progress in 
the implementation of expan¬ 
sion schemes and the meticu¬ 
lous planning for extending the 
area under cane cultivation 
and for incrasing the yield and 
sucrose content per acre. It 
was thus possible to handle as 
a large a quantity of 5.91 lakh 
tonnes of cane in sugar year 
1971-72 against 4.50 lakh 
tonnes in 1970-71. In the ac¬ 
counting year the quantity 
handled was 5.26 lakh tonnes 
against 4.35 lakh tonnes and 
even with a larger quantity of 
cane the recovery of sugar has 
risen to 9.52 per cent from 
9.23 per cent. The output of 
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i sugar has therefore recorded a 
more than proportionate im¬ 
provement to 50063 tonnes 
from 40158 tonnes in the pre¬ 
vious year. We have achieved 
the second place in respect of 
sugar production in all-india 
due to the lower recovery in 
Tamil Nadu. Your Directors 
assure you that Sakthi Sugars 
would endeavour to reach the 
first place even in respect of 
sugar production as there will 
be the advantage of the ex¬ 
panded capacity of 2500 ton¬ 
nes which became effective 
from July, 1972. 

There is actually a pro¬ 
gramme for handling over 6.5 
lakh tonnes of cane and the 
factory started commencing 
crushing operations from 
October 2, 1972. It is the 
intention to continue crushing 
until the end of June in order 
to make the best use of the 
newly created facilities. In 
1971-72 crushing operations 
ended in August 11, 1971 and 
the main season commenced 
from September 29, 1971 and 
ended on June 2, 1972. There 
were in all 290 crushing days 
against 293 crushing days in 
1970-71 season. A higher re¬ 
covery and larger cane sup¬ 
plies have been helpful In 
raising sugar output by nearly 
25 per cent during a season of 
a decline of 16 per cent in the 
country. There has thus been 
no looking back in the past 
four seasons and your direc¬ 
tors want to assure you that 
‘‘they shall not rest on their 
laurels*' and that it will be 
their endeavour to strive for 
reaching new heights and 
serve even more usefully the 
needs of the nation, the share¬ 
holders and growers. 

With a higher output of 
sugar, the larger releases and 
higher average selling prices, 
the turnover increased sharply 
to Rs. 10.55 crores in the year 
under reference from Rs 6.48 
crores in 1970-71. The net 
profit also constituted an all 
time peak at Rs 135.34 lakhs 
before depreciation and taxa¬ 
tion against Rs 55.06 lakhs 
notwithstanding the fact that 
fcane growers were paid Rs 
100 per tonne, against the 
price of Rs 78,30 per tonne 
fixed by the Central Govern¬ 


ment for your company in res¬ 
pect of the 1971-72 season. 
The Directors have therefore 
decided to recommend for 
your approval the payment of 
a higher dividend of 15 per 
cent taxable for the old shares 
against 12 per cent taxable on 
the former occasion. The 
share holders also will benefit 
by the recommendation that a 
sum of Rs 38. *0 lakhs should 
be capitalised out of general 
reserves for the issue of bonus 
shares in the proportion of 
2 : 5 for all the shares old and 
new, 

Lvcn with the payment of a 
higher equity dividend there 
will be substantial additions to 
internal resources amounting 
to Rs 65.90 lakhs, after pro¬ 
viding for an estimated liabi¬ 
lity of Rs 50 lakhs towards 
taxation, against Rs 44*46 
lakhs formerly. In 1970-71, 
there was no liability on ac¬ 
count of taxation. The sum 
set aside for depreciation is Rs 
29.89 lakhs (Rs 20.05 lakhs) 
and development rebate Rs 
13 50 lakhs (Rs 7.22 lakhs). 
There is a credit of Rs 6.50 
lakhs to gratuity reserve for 
the first time providing for the 
estimated liability in this re¬ 
gard fully upto the end of the 
account!na period. The divi¬ 
dend reserve gels Rs 12.95 
lakhs (Rs 10.56 lakhs) while 
there is a generous allocation 
of Rs 72.50 lakhs (Rs 17.19 
lakhs) to general reserve. The 
liability relating to taxation, 
estimated at Rs 50 lakhs, will 
be met out of the latest alloca¬ 
tion to this reserve when 
needed. 

The ploughing back of siz¬ 
able resources out of current 
earnings has been helpful in 
meeting the capital expendi¬ 
ture in connection with the 
expansion of crushing capacity 
to 2.500 tonnes daily from 
2,000 tonnes and for the cons¬ 
truction of a distillery with a 
capacity for producing 2 
million gallons of alcohol. 
The letter unit took less than 
6 months to be completed and 
you will be glad to know that 
it has been functioning regu¬ 
larly ever-sinee it was commis¬ 
sioned on June 22, 5 972. An 
output of 1.06 lakh litres of 
alcohol was secured during 


the 9 days the distillery was 
in operation in June. In view 
of the availability of molasses 
in the required quantities from 
your own sources and from the 
neighbouring sugar mills the 
State Government has kindly 
agreed to an increase in the 
capacity to 3 million gallons 
annually. The work in this 
regard is under progress. 

As a result of the increase 
in crushing capacity to 2,500 
tonnes daily and the erection 
of the distillery, the gross 
block has risen to Rs 457.17 
lakhs from Rs 345.52 lakhs at 
the end of the previous year. 
The net block stood at Rs 
338.90 lakhs after depreciation 
against Rs 247.81 lakhs. The 
issue of additional capital 
for Rs 28 lakhs in the 
form of equity shares for Rs 
21 lakhs and cumulative re¬ 
deemable preference shares 
for Rs 7 lakhs, which has been 
made successfully, after the 
close of the accounting period, 
has also been useful along 
with the term loans for Rs 37 
lakhs from the Industrial 
Finance Corporation of India 
and Rs 10 lakhs from the 
Tamil Nadu Industrial Invest¬ 
ment Corporation Ltd, for 
executing the expansion 
schemes. The new equity and 
preference shares have been 
fully allotted to the subscri¬ 
bers after a public issue while 
an amount of Rs 28.65 lakhs 
has been drawn against the 
loan granted by the Industrial 
Finance Corporation of Ind a. 
The balance of Rs 8 35 lakhs 
may be expected to be receiv¬ 
ed shortly. The Tamil Nadu 
Industrial Investment Cor¬ 
poration's new loan of Rs 10 
lakhs has been utilised fully. 
The year 1971-72 should 
therefore be considered a ma¬ 
jor land-mark in the history 
of your Company as it has 
set up new records in respect 
of the quantity of cane crush¬ 
ed and sugar produced as also 
the implementation of big 
ex pans on schemes the benefit 
of which will be realised fullv 
in 1972-73. 

Outlook for the Industry: 

I am happy to say that the 
most important development 
from the point of view of sugar 


mills in the southern region, 
particularly in Tamil Nadu, is 
the decision of the Govern¬ 
ment to recast the policy for 
fixing minimum prices for 
cane applicable for the current 
crushing season. Until this 
change came about, sugar mills 
securing an average recovery 
of less than 9.4 per cent were 
unduly penalised and there was 
the curious anomaly of this 
vital agro-based industry in 
this purl of the country being 
dubbed as a high cost pro¬ 
ducer when in reality the 
sugar content per acre is 
about 36 quintals. The South 
Indian Sugar Mills Association 
had been repeatedly represent¬ 
ing to the Government that a 
new formula should be devised 
for making payments to growers 
against cane supplies on a 
basis which would ensure that 
the cost of cane in every quin¬ 
tal of sugar was practically 
uniform throughout the coun¬ 
try. Your Company has been 
repeatedly urging on the Go¬ 
vernment that the basic reco¬ 
very should be lowered to 8.5 
per cent or 8 per cent and the 
premium for higher recovery 
should be made more attrac¬ 
tive. It was also suggested 
that there should be special 
incentives lor enabling better 
use of the capacity of sugar 
mills for maximising produc¬ 
tion. The suggestion made by 
SISMA that there should be 
rebate in excise designed to 
be helpful in prolonging the 
crushing season has also been 
accepted in principle. 

Excise Duty, Sugar Price and 
Cane Price : 

The Government has, no 
doubt, agreed to grant rebates 
in excise duty in respect of 
quantities of sugar produced 
during particular period in the 
crushing season in excess of 
the quantities produced during 
identical periods in the last 
crushing season. However, 
our objective should be to 
bring about a big increase in 
production in 1972-73 and also 
make effective use of the exis¬ 
ting capacity. This will be 
possible if only there is no 
hesitation to provide more at¬ 
tractive incentives. 

The rebates in excise duties 
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applicable to excess production 
should be recast in such a way 
that the efficient producers are 
not handicapped and the loss 
in production on account of 
lower recovery with extended 
working is fully compensated 
by the reliefs in excise duty. 
There is no justification for 
fixing the basic quota for De- 
cember-April of the current 
crushing season at 115% of the 
production in the correspond¬ 
ing period in 1971-72. 

Again, the earlier policy of 
fixing the tariff value at a low 
level has been amended and 
the recent revisions have led to 
a regressive incidence of the 
excise duty. The duty on free 
sale sugar now works out to 
as much as Rs 82.50 per quin¬ 
tal. If there could be u uniform 
specific duty of Rs 40/- per 
quintal, open market sugar 
prices will come down substan¬ 
tially. 

In regard to cane price, I 
wish to suggest that it must be 
fixed in such a way as to achieve 
larger planting. It will be of 
immense advantage to the ryots 
if the cane price for 1973-74 is 
announced before January 1973 
so that it will go a long way to 
enable the farmers to perform 
planting operations vigorous- 

iy. 


Prospects for Tamil Nadu : 

Tamil Nadu will be having 
the reputation for an excellent 
performance even in the cur¬ 
rent season as many units have 
plans for increasing the quan¬ 
tity ofcane crush substantially. 
On a rough estimate, the 
quantity of cane handled may 
be in excess of the last year’s 
crush by 10 per cent. But 
for the damage caused to the 
standing crop on account of 
the recent cyclone the Increase 
would have been more pro¬ 
nounced. However, the in¬ 
crease in output may not be 
in proportion to the increase 
in the quantity ofcane handled 
because of a lower recovery 
primarily on account of un¬ 
favourable weather conditions 
and heavy rainfall and also 
due to a longer crushing sea¬ 
son. But the point to be 


emphasised here is the fact 
that Tamil Nadu's contribu¬ 
tion to the total pool will be 
sizable and the region's output 
will record an improvement 
for the fourth season in suc¬ 
cession. 


The higher cost of cane will 
necessarily be reflected in 
higher manufacturing costs. 
The Government has been 
quick enough to refix ex-fac¬ 
tory prices for 1972-73 leavy 
sugar on the basis of the pre¬ 
vious Tariff Commission's 
formula and the revised cane 
prices. But adequate note has 
not been taken of the possibi¬ 
lity of a decline in the average 
recovery. The adjustments in 
this regard have to be care¬ 
fully effected as an increase in 
working expenses will bear 
heavily on those units which 
fail to increase their output 
sizably. 


Outlook for your Company: 

The outlook for the 1972-73 
season should be considered 
quite encouraging as your 
company will be in a position 
to handle larger quantities of 
cane and the distillery also will 
be in operation throughout the 
year. As indicated by me 
earlier, the quantity of cane 
crushed may exceed 6.5 lakh 
tonnes in the accounting year 
and sugar production also my 
touch a new peak. Unfortu¬ 
nately, however, excessive rains 
recently and unfavourable 
weather conditions in the ear¬ 
lier months have affected the 
quality of cane and there may 
be a slight reduction in the 
average recovery as compared 
to 1971-72 and this will be a 
general feature for all sugar 
mills in Tamil Nadu and indeed 
in the entire Southern Region 
and Maharashtra. It will 
nevertheless be possible to 
achieve a higher level of sugar 
output. 

The Policy of gradual expan¬ 
sion of crushing capacity and 
diversification of the lines of 
production is proving to be 
extremely beneficial to all con¬ 
cerned with the activities of 
the Company. While I am 
sure you will agree with me 


that the shareholders' interests 
have been fully safeguarded, a 
silent revolution has been 
taking place in the areas ad¬ 
joining the factory and we can 
legitimately be proud of the 
fact that cane development has 
been carried out systematically 
and scientifically. The growers 
have benefited considerably by 
the payment of higher cane 
prices and their income from 
this cash crop has increased 
significantly. They received 
Rs 100/- per tonne in 1971-72 
season against a minimum 
price of Rs 85/- recommended 
by the State Government. In 
the current season it is pro¬ 
posed to make a payment of 
Rs 115/- per tonne against the 
revised minimum price of Rs 
97.90 per tonne under the new 
policy. As the policy of con¬ 
tinuous expansion has been 
yielding good results it has 
been proposed that there 
should be a further increase in 
crushing capacity to 4000 
tonnes daily and it is the in¬ 
tention of the Directors to 
complete this phase of expan¬ 
sion before March 1974 if 
licence is received early. The 
details of this phase of expan¬ 
sion are being worked out and 
your Directors are confident 
that it would be possible to 
implement this scheme with 
further accretions to internal 
reserves and borrowing from 
financial institutions. 


Voluntary Health Services: 

The amenities for labour 
have also been systematically 
improved and extended. The 
latest move for .making avail¬ 
able medical facilities to one 
and all in the area adjoining 
the factory will have far-reach¬ 
ing implications. The Volun¬ 
tary Health Services, Madras 
registered with the object of 
providing medical service to 
the middle and low-income 
groups have consented to 
start a unit at Appakkudal if 
sufficient fUnds and a site for 
locating a hospital and dis¬ 
pensary are made available to 
them. Accordingly, your 
Directors have decided to 
make a cash donation to the 
extent of Rs 5 lakhs to the 
Society besides a gift of 6.34 
acres of land subject to the 


approval of the financial insti¬ 
tutions to whom the property 
charged. The objective is to 
develop this institution into a 
fully-equipped hospital cap¬ 
able of undertaking all medi¬ 
cal work and meeting the full 
requirements of the regional 
population. 

Labour-Management Relations: 

We have received excellent 
cooperation from the workers 
and stafT in running the fac¬ 
tory without any labour 
break-down during the very 
long period of nearly ten 
months of crushing season. 

I trust labour will continue to 
extend its unstinted coopera¬ 
tion in the future as well. The 
long duration of the crushing 
season has resulted in their 
getting higher average income 
without any -lay-off. 1 hope 
the workers and the staff are 
happy and contented in that 
the management has been able 
to share the prosperity equit¬ 
ably. A Bonus of 20 per cent 
plus a production incentive of 
17-2/3 percent was distributed 
and that has rightly served as 
an encouragement for conti¬ 
nued good work. 

Your Directors wish to ex¬ 
press their thanks to the 
financial institutions such as 
the I.F.C. and the T.U.C. and 
the Bankers for having pro¬ 
vided the necessary accom¬ 
modation as well as for ren¬ 
dering prompt service. Also 
they would like to thank the 
State Government for having 
given their approval for the 
distillery project and recom¬ 
mending our application for 
the expansion of crushing 
capacity. 

They desire to place on 
record their appreciation of 
the good work turned out by 
the staff and workers without 
whose industry and coopera¬ 
tion the creditable perfor¬ 
mance could not have been 
achieved. 

Thank you. 


This does not purport to 
be a record of the pro¬ 
ceedings of the Annual 
General Meeting. 
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THE MOSCAL1400 
NOW GIVES YOU THE BEST OF 
SOMETHING YOU MAY NEVER NEED. 



We call it after-sales-service. 


Have you ever wondered 
what would happen if 
you accidently dropped 
your invaluable Moscai 
1400? 

* Chances are that 
nothing may go wrong. 
Because the Moscai is 
a rugged piece of office 
equipment designed to 
take any accident in its 
stride and give you 
years of trouble-free 
service. 
But all the same it’s a 
machine And like the 
most meticulously 
tested moon ships 
chances are that some¬ 
thing could go wrong. 

' But these problems 
need not bother you any 
longer. Because we’ve 
started a unique service 



MOSCAL 1400 


contract which is in fact 
a kind of insurance. 

And for a nominal fee of 
just Rs 1250 we’ll take 
care of all your problems 
for the next 5 years. 
Including free, temporary 
or permanent replace¬ 
ment of your Moscai in 
case of major repairs. 

All you've got to do is 
make a phone call. And 
our service engineer will 
be at your door-step. 

For more information 
please write to: 


DIC 


nn 




Himalaya House (3rd Floor) 
23 # Kasturba Gandhi Marg 
New Delhi 1. 


313 Thambuchetty Street, Madras-1 *8Ut Floor, Crown Aluminium House,23, Brabourne Road, Calcutta- 1« 
• Sir VHhaldas Chambers, 510^11. Top Floor, Apollo Street, Fort, Bombay-1, 
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KAMANI METALS & ALLOYS 

LIMITED 


Statement of Shri R.R. Kamani, Chairman, Kamani Metals & 
Alloys Limited, on the occasion of the 27th Annual General 
Meeting of the Shareholders of the Company. 



Shri R.R. Kamani 


search of opportunities we are 
unable to provide; spiralling 
prices continue to erode the 
standards of living of the 
masses — the challenge of po¬ 
verty is indeed formidable. 

Against the Plan target of 3 
percent annual increase in real 
per capita income, the actual 
increase has been close to 
zero in the first four years, the 
increases in the first two years 
having been more or less offset 
by decreases in the subse¬ 
quent two years. 

Under the Fourth Plan, agri¬ 
cultural production was tar¬ 
ge tted to increase at 5 per cent 
per annum. The average an¬ 
nual increase during the last 
four years has, however, been 
around 0.7percent; production 
of foodgrains specifically, has 
risen at the rate of only 0.1 
percent per annum. We are 
planning to import 2 million 
tonnes of foodgrains to meet 
our deficits, despite the green 
revolution on our farms. 

Increase in the industrial 
production during the current 
year has been around 7 per¬ 
cent. In 1969, it rose by 7 per¬ 
cent, in 1970 by less than 5 
percent and in 1971 by about 
3 percent. The average annual 
growth rate per annum during 
the first four years of the 
Fourth Plun has been only 
about 5.5 percent as against 
the target of 9 per cent per 
annum. 

Our export performance, by 
contrast, has been generally 
better and today there is a 


better balance between our 
imports and exports than at 
any time in the past. But this 
performance needs to be app¬ 
raised against the background 
of the general boom in ex¬ 
ternal trade the world over and 
our own pitifully low share in 
it. The diminution in aid in¬ 
flows and our increasing debt 
servicing needs make it im¬ 
perative that we do better in 
this field. Fortunately, today, 
there is in the country a re¬ 
newed spirit of independence 
and a keener awareness of our 
problems on the part of the 
government than perhaps at 
any time before. The recent 
controversies on the matter 
of the approaches and strate¬ 
gics to be adopted for the 
Fifth Plan are, in this sense, 
constructive; they suggest a 
serious pre-occupation with the 
question of national prio¬ 
rities. It is our confident ex¬ 
pectation that we, as a pro¬ 
ductive unit, shall be able to 
play our legitimate role in the 
context of the national goals 
as concretised in the Plan. 

The Non-ferrous Semis Industry 
in perspective 

From small beginnings in the 
immediate post-war years, 
starting with the simple needs 
of an economy in the initial 
stages of planned develop¬ 
ment, the industry has made 
substantial progress during 
the last quarter century and 
has today the facilities and 
skills to offer the country an 
impressively wide variety of 
products. This industry is now 
an indispensable resource as 


supplier of essential compo¬ 
nents to a large number of 
other industries spanning 
almost the entire industrial 
sector—to industries as varied 
as:— agricultural equipment, 
automobiles, electricals, elec¬ 
tronics, power generation, ship 
building, railways, telecommu¬ 
nication, defence industries, 
not to mention consumer in¬ 
dustries like textiles, watches 
jewellery and novelties, clothes 
and time-pieces, bicycles, pens 
—the list is necessarily random 
and incomplete. To the extent 
manufacturing units in these 
diverse fields are dependant 
on indigenous sources for vital 
in-puts of semis, this industry 
is potentially a constraint on 
them as well; its inability, on 
account of shortages of raw 
material or whatever reasons, 
to ensure adequate and timely 
supplies of these goods can to¬ 
day seriously hamper the 
growth of a whole range of 
other industries. 

Continued import of Non-fer¬ 
rous Semis: need for scrutiny 
and action 

A whole range of non-fer¬ 
rous semis—rolled, extruded, 
cast-valuing anything between 
Rupees 15 to 20 crores are 
being imported into the coun¬ 
try year after year. In fact 
this may be a gross under¬ 
estimation of such imports as 
sizeable quantities of non-fer¬ 
rous items arc being brought 
into the country regularly as 
components and as a part of 
imported finished goods. An 
appreciable part of the non- 
ferrous semis go to meet vital 
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defence and civilian require¬ 
ments. Continued dcpcndancc 
on imports for such critical 
supplies is both unfortunate 
and, indeed, unwise, particu¬ 
larly in the context of world¬ 
wide political rc-alignments 
and the need for self-reliance. 

I would wish that a special 
agency consisting of represen¬ 
tatives of Government as well 
as industry and including tech¬ 
nical men of eminence be crea¬ 
ted to scrutinize imports of 
non-ferrous semis on a conti¬ 
nuing basis and to evolve suit¬ 
able, time-bound programmes 
for establishing indigenous 
capabilities to replace such im¬ 
ports. 

Modernisation requirements 

Even the leading units in 
this industry are working to¬ 
day — with facilities appro¬ 
priate more to the simpler 
needs of our pre-planning days 
than to the complex require¬ 
ments of today’s developing 
industrial sector. Non-ferrous 
technology the world over 
has taken major strides in re¬ 
cent times both in the sophisti¬ 
cation of the equipment used 
and in the nature of the techni¬ 
ques employed. Continuous 
casting machines, vacuum 
melting machine and Scndzi- 
mer mills which are common 
equipment in other countries 
arc unavailable even in several 
of the advanced units in India. 
We can develop indigenous 
capabilities and achieve techno¬ 
logical parity with manufac¬ 
turers in other countries, only 
if we, both Government and 
the industry, adopt a far-sigh¬ 
ted approach to the problem 
ol modernisation of four faci¬ 
lities. 

Imported know-how or imported 
goods: 

There is an inevitable period 
of gestation between the im¬ 
portation of technical know¬ 
how and the How from it of 
usable hardware. It is thus 
more attractive, in the short 
run, to import the goods we 
need to meet our immediate 
requirements than to import 
the know-how to produce them 
locally, but unlike the goods 
which need replacement in 
time, the knowhow once ac¬ 


quired grows and spreads. A 
coherent and practical pro¬ 
gramme of indigenous develop¬ 
ment has to begin with in¬ 
creased import of know-how 
in place of import of manufac¬ 
tures, as at present. 

Imported raw material v/a-a- 
vis imported manufactures 

Over 80% of the total availa¬ 
bility of copper in the country 
today comes from imports. 
Though major efforts are un¬ 
der way to augment the do¬ 
mestic production of copper, 
the situation is unlikely to 
change materially in the forc- 
scable future. Even so, in¬ 
creased imports of raw material 
is economically more remu¬ 
nerative than imports of manu¬ 
factures. Such a step would 
help establish indigenous 
capabilities for the production 
of difficult items, create addi¬ 
tional employment opportuni¬ 
ties and save for the country 
scarce foreign exchange to 
the extent of the value added. 
Experience of other countries 
shows that self-sufficiency in 
raw material need not be a pre¬ 
condition for development or 
expansion of any industry; im¬ 
portant industries in countries 
like Japan are primarily and 
perpetually dependant on im¬ 
ported inputs — the import- 
intensity of these industries 
has not been an insurmount¬ 
able obstacle to their develop¬ 
ment. Our policies in this 
matter evidently call fora re¬ 
appraisal. 

Growththrough fuller utilisa¬ 
tion of capaoilities 

The non-ferrous industry has 
of necessity to grow apace 
with the user industries but 
growth of output in this in¬ 
dustry can, and preferably 
should, be achieved through 
luller utilisation of the capa¬ 
bilities already available. Here 
again, the Government is 
aware of the situation the in¬ 
dustry and we are optimistic 
that it would be possible for 
them to evolve appropriate 
instruments of policy to 
achieve this objective. 

Wanted new policy frame 

In brief, a special agency, 
with official and non-official 


representation on it, to scru¬ 
tinise the continued import 
of non-ferrous semis and to 
evolve suitable time-bound 
programmes for develop¬ 
ing indigenous capabilities a 
scheme farther for modernis¬ 
ing the existing plants and need- 
based provision of balancing 
equipment to help them achieve 
technological parity with units 
in other countries, more libe¬ 
ral import of know-how as ag¬ 
ainst import of manufactures, 
additional import of raw mate¬ 
rial linked with the import 
substitution programmes — 
these add upto a whole packa¬ 
ge of inter-related measures in¬ 
dispensable to the further de¬ 
velopment of this vital industry 
Clearly, what the industry 
needs by way of policy frame 
for its future is not more of 
the same things but a planned 
change in the light of changed 
priorities. 

The Company’s operations 

The Directors’ report and 
the Statement of Accounts for 
the year ending 30.6.72 are 
in your hands already and I 
hope you have had a chance to 
look at them both. Our pro¬ 
fits have increased from Rs 
23.24 lakhs in 1970-71 to 
Rs 45.76 lakhs in 1971-72. 
The dividend has been stepped 
up from 10% for the year 1970- 
71 to 11% for the year 1971- 
72. The turnover during the 
four months from July to 
October in the current year has 
been higher in comparison with 
the corresponding period dur¬ 
ing the year under review. 

Our new unit in Bangalore 
has been able to stabilise pro¬ 
duction on a regular basis in a 
comparatively short time. This 
plant, equipped with modern 
facilities for pickling, rolling, 
bright annealing, flattering, 
slitting and culting, has the 
flexibility for cold re-rolling 
and finishing hot rolled flat 
products of low carbon steel, 
aluminium, copper, brass and 
other copper alloys. This unit 
will help us to meet the needs 
of our customers in the growing 
southern market more effi¬ 
ciently increase the viability 
of our operations as a whole 
and contribute substantially, 
in the years to come, to the 


overall performance of the 
company. The establishment of 
this unit is thus an important 
step towards the attainment of 
our growth objectives. We 
are indebted to the Industrial 
Finance Corporation whose 
timely help was vital to the 
speedy implementation of this 
project. 

Our promotional efforts in 
the international market are 
being continued more vigorous¬ 
ly than before and we are con¬ 
fident that wc shall be able to 
maintain the rate of growth of 
our export sales. Our exports 
increased during the year under 
review by 13.6% over the pre¬ 
vious year and the Engineering 
Export Promotion Council 
has, in recognition of our out¬ 
standing performance in (he 
export field, awarded us a cer¬ 
tificate ol export recognition. 
The company has been paying 
increasing attention to the re¬ 
quirements of defence indust¬ 
ries as well and has plans to 
step up its participation in 
this field substantially over 
the years. Our relation with 
labour have been cordial 
throughout the year and I 
acknowledge with gratitude 
the contribution of all our 
personnel, labour staff and 
managerial; I am grateful, 
too, to my colleagues on the 
Board for their wise counsel. 


The Fifth Plan 

The demand for the products 
of our industry is derived de¬ 
mand ; it grows with the growth 
in the output of a wide range 
of user industries. These in¬ 
dustries can be expected to 
achieve their targets of growth 
under the Plan only to the 
extent the essential inputs 
they require arc available 
to them m tne requisite 
volume and quality. The non- 
ferrous semis industry has in 
this context a crucial role to 
play in the country's develop¬ 
ment programmes. Any co¬ 
herent, well-ordered structure 
ot Plan Priorities must have in 
it a central place for this in¬ 
dustry, and it is indeed our 
hope that the Fifth Five Year 
Plan now under formulation 
will accord this industry the 
place it deserves. 
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(records and statistics 1 

Foreign Collaborations 

The Government of India approved of 85 technical/financial collaborations in the third quarter of the year 1972 (July-Scp- 
tember). There were 21 cases of collaboration with the USA, 16 with West Germany. II each with Japan and the UK, six 
with France, five with Switzerland, two each with Australia, Czechoslovakia, Hungary, Italy and East Germany, and one 
each with Bahamas, Belgium, Netherlands, Sweden and the USSR. 13 cases involved financial participation also. 


SI. No. 

Name of the Indian Company 

Name of the foreign Company 

Ilems of Manufacture 

1 

2 

3 

4 


INDIA-AUSTRALIA 


1 M/s Indo Swiss Trading Co Pvt. Ltd, Kent M/s Vickers Crabteee Pty. Ltd, South Printing Machinery. 

House, 14, Ganesh Chandra Avenue, Melbourne, Australia. 

Calcutta-13. 

2 Mr B.N. Bhaskar, P.O. Ishwar Nagar, New M/s Hudson West Pty. Ltd, Australia Ceramic Machinery (Kilnfirc 

(NU) Delhi-1. Stockers) 


INDIA-BAH AM AS 

3 M/s Glass Equipment Ltd, Bahadurgarh, M/s International Glass Equipment Automatic glass bottle making 
(F) Haryana. Co. Ltd, Nassau, Bahamas. plant and machinery. 


4 M/s Tndequip Engineering Ltd, Reid Road, 
Ahmcdabad-2. 


INDIA-BELGIUM 

M/s Ateliers Gilbos PVBA, Belgium 

INDIA-CZECHOSLOVAKIA 


M/s Intersigma Export-Import, Praha. 
Czechoslovakia. 


5 M/s Blucmount Switchgears Association 
Pvt. Ltd, 149, Patel Road, Coimbatorc-9 
(Tamil Nadu). 

6 M/s HES Limited, Jogcshwari Estate, Jogesh- M/s Merkuria, Praha, Czechoslovakia 
wari, Bombay-60. 

INDIA-FRANCE 

M/s Societc Dc Conditionment on Alu¬ 
minium Seal G.P., Paris, France. 

M/s Maxei Neuilly-Sur-Seine, France 


7 M/s Madras Aluminium Co. Ltd, Jaya- 
lakshmi Race Course, Coimbatore-(Tamil 
Nadu). 

8 M/s Promain Limited, D-24, Himalaya 
House, Kasturba Gandhi Marg, New 
Delhi-1. 

9 M/s Lohia Engg. Works, 73-A, Factory 
Area, Kanpur, (UP). 

10 Mr D.L. Varia, c/o M/s, Sylvcx Cable Co. 

(NU) Pvt. Limited, Saki Vihar Road, Bombay-72. 

11 M/s Assam Industrial Development Cor¬ 
poration Limited, Fernad le Building, 
Shillong-1. 

12 Mr Jiten P. Mody, 111, Paradise 

(F) Apartments, 44, Napcan Sea Road, 

(NU) Bombay-36. 


M/s Ateliers Roennais Dc Construc¬ 
tions Textiles, Ronne, France. 

M/s Rcvcils Bayard, France. 

M/s Kaltenbachet Cie, Paris, France. 


M/s Lory Somer S.A., France. 


INDIA-HUNGARY 


Rolls 10 High Speed Winders. 


Submersible Motor Pumps. 


Alarm Clocks. 


Continuous Casting Machine. 


Automatic Coil Winding Machines. 


Precision Cone winding machine. 

Battery Electric Alarm Clock/ 
Battery. Electric Clock Movement. 
Caustic Soda/chlorine. 


Special Motors, Eddy current coupe- 
ing. Brake motor etc. 


13 M/s Jessop & Co. Limited, 63, Netaji Sub¬ 
hash Road, Calcutta-1. 

14 M/s Electric Construction and Equipment 
Co. Limited, C-577, Defence Colony, New 
Delhi. 


M/s Nikcx, Budapest, Hungary Aerial Ropeways. 

M/s United Incandescent Lamps & GLS Lamps and Flouresccnl Tubes. 
Electric Co-, Hungary. 

INDIA-ITALY 


15 M/s Plastic Products Ltd, Kamla Tower, M/s Attrcyyature FFA, SP1 Navara, Stainless Steel Spinnercttes. 
Kanpur (UP) Italy. 


F—Cases involving financial participation. 
NU—New undertaking. 
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1 


2 


3 


4 


16 Mr R. Sujan c/o, Bachubhai Munim & Co., 
(F) 4, Ali Chambers, Medows Street, Fort, 

(NU) Bombay, (to be known as M/s Ballestra 
(I) Pvt.'Ltd). 


17 M/s Orient Steel & Wire Industries Pvt. 
Limited 2, Brabourne Road. Calcutta-1. 

18 M/s Kirloskar Pncumetic Co. Limited, 
Hadapspur Industrial Estate, Poona-13. 

19 M/s Shri Vallabh Glass Works Limited, 
Anand Sojitra Road, Vallab Vidyanagar, 
Gujarat. 

20 M/s SLM-Maneklal Industries Limited, 
Vaswani Mansions, Dinshavv Vacha Road, 
P.B. No. 11066, Bombay-20. 

21 M/s K. Kohan & Co. (India), 12, Hamel 
Wadi, Bombay-2. 

22 M/s Mysore Porcelains Ltd, Science Insti¬ 
tute Post, Post Box No 1245, Bangalore, 12. 

23 M/s Poddar Electronics Ltd, G-13, Maha- 
'■ rani Bagh, New Delhi. 

24 M/s Dikson & Co., 8, Bharat House, 104, 
Apollo Street, Bombay-1. 

25 M/s Star Textile Engg. Works Ltd, Dhan- 
raj Mahal, Apollo Bunder Road, Fort, 
Bombay. 

26 M/s Mysore Porcelains Limited, Science 
Institute, P.B. No. 1245, Bangalore-12. 

27 M/s Ashoka Ikcgami Industries (P) Ltd, c/o 
(NU) M/s Pioneer Radio Grafter, 210, E, Mayor 

Building, S.B. Maiy, Dadar, 1 omhay. 


28 M/s Electric Lamp Mfrg. (1) Pvt. Ltd, 7, 
Justice Chander Madhab Road, Calcutta- 
20 . 


29 M/s Sharco Industries Pvt Limited, Kash- 
mere Gate, Delhi-6. 

30 M/s Ad\ani-Oerlikon Pvt. Limited, Radia 
House, 6, Rampart Row, Fort, Bombay-1, 
B.R. 

31 M/s Indian Petrochemicals Corporation 
Limited, P.O. Jawahar Nagar, Baroda, 
Gujarat. 

32 M/s Travaneore Cochin Chemicals Limited, 
Floor, Udyogmandal P.O., Kerala. 

33 M/s Southern Industrial Corporation Limi¬ 
ted, South India House, P.B. No. 113, 99, 
Armenian Street, Madras-1. 

34 Punjab State Industrial Development Cor¬ 
poration Limited. UCO Bank Bldg., Sector 
17, C handigarh, 17. 

35 M/s Sturdia Chemicals Ltd., Neville House, 

(F) Graham Road, Ballard Estate, Bombay. 

36 M/s Siddharth Electronics (P) Ltd., 812/2, 
Khadia Rasta, Near Jain Temple. Ahemda- 
bad. 


F—Cases involving financial participation. 
NU—New undertaking. 


M/s Bellestra, SPA, Viale Bianea Synthetic Detergent Plants. 
Maria, Milano, Italy. 


IND1A-JAPAN 


M/s Hitachi Chemical Co. Limited, 
Japan. 

M/s Hitachi Limited, Tokyo, Japan. 

M/s Nippon Sheet Glass Co. Ltd, 
Osaka, Japan. 

M/s Toshiba Machine Co. Limited, 
Tokyo, Japan. 

M/s Daido Machinery Trading Co. 
Limited, Kobe, Japan. 

M/s N.G.K. Insulators Limited, To¬ 
kyo, Japan. 

M/s Hitachi Maxcl Ltd. Japan. 

M/s Nippon Volqua Industries, Tokyo, 
Japan. 

M/s Yamotokai Machinery Works 
Ltd, Osaka, Japan. 

M/s N.G.K. Insulators Limited, Nago¬ 
ya , Japan. 

M/s Ikegami Chemical Industries Works 
Limited, Japan. 

IN D1A-NETHERLANDS 
M/s Philips, Netherlands. 


B&F Glass industrial materials. 
Fluid Couplings (Fluid Drives). 
Coloured sheet glass. 

Plastic Injection moulding 
machines. 

Rubber Threads. 

Beryllium oxide. 

Dry Cells. 

Spiral Wound Stainless Steel 
Gaskets. 

Bare Cylinder, Grinders etc. 

L.T. and H.T. electro-porcelain 
insulators. 

Electro-Forming Moulds. 

Aerodrome Runway Lamps 


1NDIA-SWEDEN 

M/s Origo Hydraulic A.B., Sweden. 

INDIA SWITZERLAND 

M/s Welding Industries Oerlikon 
Buehrle Ltd. Switzerland. 

M/s Dolysar International, SA, Switzer¬ 
land. 

M/sKrcbs & Co, Zurich, Switzerland 
M/s Otto-Suhncr Ltd, Switzerland. 

M/s Inventa/Ems Zurich, Switzerland. 


Hydraulic Industrial lift Jacks. 

Special Electrodes (Fontargen 
range of electrodes). 

Polybutadinc Synthetic Rubber. 

Liquid Sulphur dioxide. 

Flexible Shaft Machines, Flexible 
Shafts, and Electric Motors. 

Polyester Staple Fibre. 


1NDIA-U.K. 

M/s John & E. Sturge Limited, UK Citric Acid. 

M/s Farnell Instruments Char-Ltd, LF Oscillator Type LF/M2. 
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37 M/s Kelvinator of India Ltd., 19-A, Alipore 
Road, Delhi-6. 

38 M/s C. Ragunatha Reddy & J.R. Sheshadri, 
82-3rd Block, Jayanagar, Bangalore-11. 

39 Mr John Prasad, 45, First Main Road, CIT 

(Fj Nagar, Madras-35. 

40 M/s Coles Cranes of India Limited, P.B. 
No 615, Calcutta-8. 

41 M/s Usha Martin Black (Wire Ropes) 
Limited, 14, Princcp Street, Calcutta-13. 

42 M/s Assam Carbon Products Limited, 

(F) Everest House 46-C, Chowringhee, Cal¬ 
cutta-16. 

43 M/s Fouress Engg. (India) Pvt. Limited, 
Mahalaxmi Chambers, 22, Bhaulabhai 
Desai Road, Bombay-26. 

44 M/s Usha Telehoist Limited, 14, Princcp 
Street, Calcutta-13. 

45 M/s Peramali Wallace Ltd., Central India 
Flour Mills Estate, P.B. No 38, Bhopal. 


46 M/s National Education and Information 
Films Limited, National House, Tulloach 
Road, Appollo Bunder, Bombay-1. 

47 M/s Adyar Gate Hotel (P) Ltd, 5. Cathedral 

<F) Road, Madras-6. 

48 M/s Kirloskar Cummins Ltd, Kothrud, 
Poona-22. 

49 M/s Poysha Industrial Co. Ltd, Nehru 
House, 4, Bahadurshah Zafar Marg, New 
Delhi-1. 

50 Mr N.C. Dalai, Brighton No 2, Off Na- 
pean Sea Road, Bombay-6. 

51 M/s Uttar Pradesh Hotels and Restaurants 

<F) Limited, 116, Sunder Nagar, New Delhi. 

52 M/s Indian Petrochemicals Corporations 
Limited, P.O. Jawahar Nagar, Baroda, 
Gujarat. 

53 M/s Young India Films, United India L.ifc 
Building, ‘F’ Block, Cannnught Place, New 
Delhi. 

54 M-s Goodyear India Limited, 225-C, Acha- 
rya Jagdish Bose Road, Calcutta-20. 

55 M/s Vickers Sperry of India Limited, 

<F) Akurli Road, Kandivli, Bombay-67. 

56 M/s Elpro International Ltd Chinchwadi, 
Poona-19. 

57 M/s Jay Electric Wire Corpn, 195, Sankey 
Road, Upper Palace Orchard, Bangalore-6 

58 M/s Carborundum Universal Limited, 11/ 
12, North Block Road, PB No. 1677, Mad¬ 
ras-1. 

59 M/s Harshadray Pvt Ltd, Jirji House. 5th 

(F) Floor, Raveling Street, Bombay-1. 

60 Mr P.M. Bodas, 38, Vijaynagar Colony, 
Poona-30. 

61 M/s Vcljan Hydrair Pvt Ltd, Balanagar, 

(F) Hyderabad-37. 

(NU) 

62 M/s Blanden Cole, Division of Chemauxe 
Pvt Ltd, Rang Udyan, Sitadevi Temple, 
Road, Mahim, Bombay-16. 


M/s Thermal Refrigeration Limited, 
Hants, UK. 

M/s Industrial Plastics Limited, UK. 

M/s GEO.L. Scott & Co. Limited, UK 

M/s Coles Cranes Ltd, UK. 

M/s Martin Black & Co, (Wire Ropes) 
Limited, Scotlland, UK. 

(1) M/s Morgans, UK 

(2) M/s Lc Carbon, France. 

M/s Pearson Valve & Engg. Ltd, UK 


M/s Tclehoist Ltd, UK 
M/s Peramali Limited, UK 

INDIA-U.S.A. 

M/s Coronet Instructional Films, Illi¬ 
nois, USA. 

Holiday Inns International Inc., USA 
M/s Cummins Engine Co. Inc., USA 
M/s American Co. USA 


M/s, Sealol Inc., Providence Rhodes 
Island, USA. 

M/s Ramada Inns Inc., USA 

UOP Process Division of M/s Univer¬ 
sal Oil Products, USA. 

M/s McGraw Hill Book Co., USA. 


M/s Goodyear Tire and Rubber Co 
Ltd, USA. 

M/s Vickers Inc. (Sperry Rand Corpn), 
USA. 

M/s General Electric Co USA 

M/s Westinghousc Electric Interna¬ 
tional Co, USA. 

M/s The Carborundum Co, USA 


M/s Emhart Corpn. Hartford, Con¬ 
necticut, USA. 

M/s Cities Service International Inc., 
USA. 

M/s Abex Corporation USA 


M/s Fluorodynamics Incorporated, 
Del ware, USA. 


F—Cases involving financial participation. 

NU—New Undertaking. 
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Electrical Stampings. 

Screen park changers for plastic extru¬ 
sion machines. 

Electrical Stampings. 

Mobile & Hydraulic Cranes. 

For promotion of export of wire- 
ropes. 

Carbon products. 


Parallel Slide Valves. 


Automatic Chasis Lubricating system 
(Teldube). 

Glass fibre laminates and cast epozies. 


Reprinting of coronet . Instructional 
films. 

Construction of a Hotel at Madras. 

Internal Combustion Engines. 

Seamers. Plungers & Reforming Ma¬ 
chines. 

Mechanical Seals. 

Hotels in India. 

Detergent Alkylate Plant. 


Reprinting of Instructional Films and 
Filmstrips. 

Brake Chamber Diaphragms. 

Hydraulic equipment. 

Magnesium Oxide. 

Tungsten Coil Filaments and Tungs¬ 
ten Wire. 

Electro Cast/fused, Cast Refractories. 


Automatic Glass Container manufac¬ 
turing equipment. 

Pearl pigments. 

Hydraulic equipment. 


Coating/lining of chemical equipment 
with TEFLON. 


( Contd.) 
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63 M/s Indian Detonators Ltd, Kukapnlli, P.B 
(F) No I, Sanatnagar. PB Hyderabad-16. 

64 M/s Todi Industries Pvt Ltd, Todi Estates. 
Sun Mill Road, l ower Patel, Bombay. 

65 M/s Culler Hammer India Limited, 20/4, 
Mathura Road, I aridabad, II (Haryana). 

66 Mr L.N. Jlumjhunwala, M-104. Greater 
(F) Kailash, New I>clhi-48. 

(NIJ) 


67 Mr l).L. Vaiia, c o M/s Sylvcx C able Co, 
(NO) IM. I intiicd: Saki Viliar Rond, Bombay-72. 


68 M/s NCiLI Limited, PB No. 53*14. Bangu 
lore-1. 

60 M/s Techno-Electric Co. Pvt I td, P-46/A, 
Radha Ba/ar Lane, Calcutta-1. 

70 M/s Khandelwal Udvog Ltd, 24, Kurla- 
Kirol Road, PB No 9208, PO Ghatkopar 
West, Bombay-86 (AS) 

71 UP State Industrial Corporation Limited. 
Directorate of Industries Building, 117/420, 
GT Road, PB Go. 413, Kanpur-2. 

72 M s'Hie Indian Tool MIYs. Limited, Cent¬ 
ral Admit., 101, Sion Road. Sion, Bombav- 
Dl). 

73 M/s Krishnalul Thirani & Co Ltd, I & 3, 
Brabouine. Road, Caleutta-2. 

74 M/s New Borneo Lngg. Products (P) Ltd, 
IJdyambag Industrial Estate, Khanapura 
Road, PO Udyamhag, Belgaum Mysore. 

75 M/s Dial Rubber Industries PB No 45. 
Udlina Surat. (Gujarat). 

76 M/s Anglo American Marine Co Ltd, Boat 
Hard Road, Coal Bunder, Bombay-10. 

77 M/s llci/a Boilers (India) PM Ltd, 2. Cia- 
nesh Chandra Avenue. (3rd floor) 
Calcutta-13. 

78 M s Scientific C lock Mfg Co, Sialion Road, 
Mom, Gujarat. 

79 M/s Agni Lnginecis & Processors Pvt, 
Limited, fc Vinu»l Sudan'. 2-B Rajinder Park. 
Pusa Road, New Dclhi-60. 

80 M/s Siemens India Limited, 134, Dr Annie 
Besant Road, Worli. Bombay-18. 

81 M/s Sayaji Iron & Fngg. Co (P) Limited, 
Channi Road, Baroda-2. 

82 M/s Hein I chmann (I) Limited, 14/7. Ma¬ 
thura Road, t aridabad. Haryana. 

83 M/s Diamond Silk Rayon Mills. 31, Silk 
House. Ilamal Wadi Corner, Bombay-2. 


84 M s Rajendia Llecliual Industries P\i 
l.imited, 325. Kaibadevi Road, Bombay-2 

85 M/s llurnanan Amarnalh Mehra. 55, Bur- 
tola Street. Calcutta-7. 

F Cases involving financial participation. 
NIL-Ncw Undertaking 


M/s Dow Chemical Co Midland, Mi¬ 
chigan, USA. 

M/s Lovable International, New York. 
USA. 

M/s Culler Hammer Inc., Wisconsin, 
USA. 

M/s North American Rockwell, Tex¬ 
tile Machinery Divn., USA. 


IND1A-U S.S.R. 

M/s Prommashexporl, USSR 


INDIA-WEST GERMAN! 

M/s AF.Cj of Telcfunken. West Ger¬ 
many. 

M/s BischolT & Jcnsel, 68.000 Mann¬ 
heim I. 1 riesen Hcimer Strasse 6a. 
West Germany. 

M/s J.P. Mahler, Apparata uml 
Oftenhau KG. West Germany. 

M's Albert Frankcn lhal-Aklicngcssell 
sc haft. West Germany 

M/s Gebr Saackc, West Germany 


M/s Tingsleldt & Scliwalic, 200 Ham¬ 
burg 55, Bahama Sir.. West Germany. 
M/s Ankcrwerk Nurenbcrg, Gmbh. 
West Germany. 

M/s Kalniselic Gummiladcn Fabrik. 
West Germany. 

M/s Fred Klingelnberg Sohne, West 
Germany. 

M/s Hci/a Hoch Temperature, Kessel 
Gmbh &. Co K.G., West Germany. 

M/s Hugo Hcltich Uhrcnfabrik. GmbH. 
West Germany. 

M/s Formag Frondcnberger Maschinen- 
Und-Apparalebau, GmbH, West 
Germany. 

M/s Siemens AG, West Germany 

M/s Gebruder Hamm, Maschincnfah- 
rik. Tirschenrenth, West Germany. 
M/s, Iscnmunn, Drahlarycvgnissc, 
GmbH, West Germany. 

M/s Triumph International Overseas. 
West Germany. 

INDIA-EAST GERMAN! 

M/s VLB Kambinel Elektroniaschincn 
Llektromotorcn, GDR. 

M/s VEB Spinndusen-fabrik Grab/ig, 
GDR 




Explosives. 

Ladies under garments. 
Thermostats. 

Knitting Needles (Wire & Plate). 



Wrist watches. 


Claw Pole Generators. 

Motorised Cables Reclamation 

Continuous Heat Treatment Fur¬ 
naces with built in Gas Generators. 

Letter Press Cylinder machines (Print¬ 
ing machinery). 

Gear Hobs in high speed steel. 

Coated & Bonded Abrasives. 

Plastic Injection Moulding machines. 

Rubber threads. 

Gear Hobs. 

Thermo-oil Boilers. 


Electronic non-conventional Tran- 
sister Clocks. 

Broaching 'fools. 


Railway Signalling equipment 

Hydraulic Road Rollers (Special 

type). 

Metal Conveyor Belts. 

Ladies under garments. 


Geared Motors. 
Spinnerettcs and Jets 
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m |^n Ai > | AQn r lHii prime minister's Joan-ot-Arc air IS 
rYZy poor vOciri beginning to wear thin. Her petulance at 
# ■ % Bidhannagar, when she was so consider- 

lanPl ably annoyed at newspapers referring to her 
wOl lw/ party's conclave as a jamboree, suggests a 
vulnerability which is ill-timed and could be unfortunate for the country. Now, more 
than ever, the nation demands that the prime minister should be capable of calm judg¬ 
ment and firm action. The agitation in Andhra Pradesh has assumed or has been 
allowed to assume the dimensions of a major political issue for the government and 
the country. When the prime minister complained of other people not taking her 
party’s annual meeting as seriously as she herself presumably did, she was overlooking 
the fact that many of us were genuinely convinced that her place was not at Bidhan¬ 
nagar at the time in question, but in Hyderabad. Thanks largely to her own political 
style, it has now come to be the case that she has got to be her own trouble-shooter 
as wetl. Nothing has been more apparent over the last few weeks than that the small 
men, functioning in the name of her party in Andhra Pradesh, have .been quite un¬ 
equal to wrestling with the Frankenstein monster of political passions raging in that 
state. It is indeed most surprising that Mrs Gandhi should have imagined that an 
obviously contrived formula cooked up in the prime minister's secretariat in New 
Delhi could have bought peace for her government off the warring factions into which 
the Andhra people are now well and truly divided. 


When Andhra Pradesh itself has become an issue, a compromise on the niulki 
rules no longer has much relevance. Although it is the political leadership and public 
opinion in the areas of coastal Andhra which are now in the forefront of the agitation 
for the bifurcation of the state, it should not be forgotten that the people and politi¬ 
cians of Telengana were equally violently, but unsuccessfully, campaigning for the same 
end-result not so long ago. This establishes clearly the point that there is no question 
now of one section of the people of Andhra Pradesh trying to impose its views on an¬ 
other section in the matter of the future of that state. So far as the people of Andhra as 
a whole are concerned, they as a body—if the singular noun would still suit the case— 
seem to be as convinced now that Andhra Pradesh should be reconstituted into its 
parts as they, perhaps, were previously that the parts should be brought together to 
form a single state. 


It therefore becomes necessary to inquire whether there are other considerations 
extraneous to the views or sentiments of the people of Andhra Pradesh themselves, 
but relevant to larger national interests, which could have justified the prime minister 
asserting from New Delhi that her government would be no party to the bifurcation. 
Here what is remarkable is that no serious attempt has so fur been made to argue that 
the splitting up would be harmful to the people of coastal Andhra or Telengana or the 
state as it is or the national interests, however conceived. The argument mainly has 
been that if the demand for the division of an existing state were to be conceded in 
Andhra Pradesh, it would turn on the green signal to similar demands elsewhere, not¬ 
ably in Maharashtra, Gujarat or Assam and, possibly, UP. The logic here is rather 
curious. Apart from the fact that there is no compelling reason why the people of 
coastal Andhra or Telengana should desist from insisting on an arrangement which 
they may consider to be to their respective or mutual advantage, simply because their 
doing so would encourage the people in Vidarbha or Saurashtra to entertain similar 
ideas, it has not at all been clearly established that the division of some of the existing 
states into smaller units would necessarily be to the disadvantage of the people of those 
states or the proposed units or the country at large. There has always been a respect¬ 
able case that the creation of linguistic states has not been the wisest thing which this 
country's politicians have done and this being so it is far from being obvious that the 
clearly expressed views of the people in any part of the country for a reconsideration 
or reversal of arrangements which may not have been working to their satisfaction 
should be ruled out of serious consideration in New Delhi. Now that the agitation 
in Andhra has been claiming human Jives as well as disrupting the normal life of the 
country, it is clearly up to the prime minister to show more convincing initiative than 
is indicated in the despatch of three wise men from the Political Affairs committee of 
the cabinet to the south. 

Competing with political affairs for effective leadership from the prime minister 
are the economic affairs of the nation. Millions of families in the drought-hit areas 
of the country have been deprived of their means of livelihood overnight. Rural 
capital or wealth has suffered terrible damage through cattle dying in large numbers 
of hunger or thirst. The government's food reserves have been run down to the last 
million tonnes and its forced purchases of grain abroad have sent the nation's import 
bill up by the high ruling market prices of a million tonnes of wheat and probably 
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another live million tonnes of coarse gr- 
ains. Simultaneously the country has gone 
sharply deficit in edible oils, an essential 
anicle of consumption for the poor and 
the rich alike. So, once again the nation 
must spend large amounts of scarce 
foreign exchange for importing cooking 
fat. 

A special committee set up by the prime 
minister under the chairmanship of the 
minister for Planning has just concluded 
that such measures as it could immediately 
think of for augmenting the supply of 
power for industry or agriculture might 
only give marginal relief to the nation's 
economy in the hard-pressed area of ener¬ 
gy. Meanwhile projections keep pouring 
in of how far out of balance the country 
is likely to be seven years ahead or even 
earlier in terms of basic resources, food¬ 
stuffs or other essential goods which the 
continuing increase in population would 
inexorably demand. The public, surely, 
has the right, then, to inquire of the prime 
minister what her party’s annual con¬ 
ference of which she has such a high 
opinion that she would like to see it 
widely shared in the country—has done to 
encourage priority in the application of 
national effort to a solution of the 
difficulties looming threateningly on 
the economic hori/on. The prime 
minister has complained with some justi¬ 
fication that, while she is certainly obliged 
to listen to the people’s voice, she cannot 
be expected to lend her ear to the noises 
which all and sundry make. But then who 
arc the worst culprits in this respect ? 
Quite clearly her own party-men. If 
Bidhunnugar was not sufficiently 
credible except to the faithful it was they 
who had to be blamed. 

With a line impartiality they have been 
pointing an accusing linger at neo-colo¬ 
nialism abroad and reaction at home for 
the disappointments of their party's per¬ 
formance in sustaining or stimulating 
economic activity while its leadership it¬ 
self is behaving like a husband who is for 
ever suspecting the wrong man. Al¬ 
though in reality it has never been diffi¬ 
cult at all to identify what the trouble is 
with the economy or more accurately the 
governments economic policies, the 
prime minister's parly and the government 
have succeeded in deceiving themselves 
that no material changes are called for 
in their attitudes or ways. The result is 
that even when, in a moment of liceting 
wisdom, one of their own tribe, viz. Mr 
C. Subramaniam, got up and said al 
Bidhunnugar that the ballyhoo for a 
total control of the food economy should 
not come in the way of our recognising as 
of paramount importance the need for 
intensifying food production and agricul¬ 
tural expansion as the only viable answer 
to this country’s food difficulties in years 


of drought, he was completely ignored 
at the party conference. 

Worse still, Mr D.P, Dhar, the minister 
for Planning, emerged as the hero of the 
session with his strident demand for the 
administration assuming more or less 
complete responsibility for the procure¬ 
ment and retailing of foodgrains across 
the country. We may wonder how many 
noticed the irony implicit in the faith 
abounding which Mr Dhar thus displayed 
in the capabilities of the administration 
even while he was denouncing almost in 
the same breath the bureaucracy in this 
country as corrupt, inefficient and indiffe¬ 
rent to a commitment to public good. 
That Mr T.A. Pai, the minister for Rail¬ 
ways, should have been found to be on 
the side of the angels on the issue of food 
controls and in disagreement with Mr 
SubramanianTs pica that it would be un- 


Come February 

With the central budget for 1973-74 
due to be presented to Parliament at the 
end of February next, there is anxiety to 
know to what extent the union Finance 
Minister will be successful in restricting 
the quantum of deficit financing and 
whether there will be preparedness on his 
part to take a constructive view and avoid 
heavy taxation. After the massive effort 
made in the last two budgets there should 
necessarily be a pause especially if there 
are indications that the peculiar difficul¬ 
ties arising out of the unexpected deve¬ 
lopments in 1971-72 and the severe 
drought in several parts of the country 
in 1972-73 had been overcome. It will, 
of course, be possible to arrive at definite 
decisions only in the light of new happen¬ 
ings in the next few weeks and the changes 
in the tax structure that might be contem¬ 
plated as a result of the proposed amend¬ 
ments to the Income-Tax Act and the 
implementation of the recommendations 
of the Wanchoo Committee. 

It should be said, however, that the 
union Finance Minister has been extre¬ 
mely lucky in the past few months as it 
has been possible for him to meet heavy 
commitments without being obliged to 
resort to deficit financing so far on a 
large-scale. Even without the exceptional 
expenditure that has had to be incurred 
latterly on relief operations in the drou¬ 
ght and flood-affected areas and in pur¬ 
suance of the crash programme for 
boosting food production in the rabi 
season, the revenue budget estimates 
showed a bulge of Rs 750 crores as the 
Exchequer had the full benefit of the fresh 
taxes levied in the previous year apart 
from the new levies imposed by him in 


realistic to expect state governments to 
take over the wholesale trade in food- 
grains except perhaps in stages, might not 
have caused surprise, but it certainly indi¬ 
cated which way the political wind was 
blowing in the prime minister’s party or 
the government. 

Not that there is any real risk of total 
control being foisted on the food economy 
of the country. The state governments 
have already shown a healthy disinclina¬ 
tion to be the cat's paw; and once the 
exigencies of Bidhannagar have been left 
behind, Mrs Gandhi and her advisers 
should surely be able to do some necessary 
political arithmetic and realise what total 
or near-total food control might cost in 
votes of aggrieved farmers or frustrated 
consumers in urban areas. Election time, 
may be, is not yet, but can 1975 or even 
1976 be far behind when 1973 is already 
here? 


February last year. It is quite likely that 
the revised estimates for 1972-73 may 
disclose an increase in revenue expendi¬ 
ture alone by nearly Rs 450 crores assum¬ 
ing that there will not be any serious 
shortfall in Plan outlay. The above-men¬ 
tioned increase in revenue expenditure 
will be mainly on non-Plan account 
though it may be argued that a good part 
of the expenditure incurred on the crash 
programme for boosting production in 
the rabi season can be classified as Plan 
expenditure in character. 

Whatever may be the view taken by 
union Finance Ministry officials or eco¬ 
nomic experts, the net effect so far as the 
budgetary position of the government is 
concerned will be to inflate the overall 
deficit if additional resources arc not 
found through larger tax revenues, 
heavier borrowing through open market 
loans, brisker receipts under the small 
savings campaign and the like. There 
are indications, however, to suggest that 
a determined effort is being made to avoid 
as far as possible creation of currency 
and make the best use of available resour¬ 
ces besides borrowing heavily through 
open market loans. After the massive 
deficit financing by the central and state 
governments in 1971-72, by the latter 
particularly, it is now felt that there 
should not be a repetition of these hap¬ 
penings if they could be avoided. The 
central government, therefore, decided to 
prevent parallel deficit financing by the 
state governments by taking over their 
unauthorised overdrafts from the Reserve 
Bank on its own account in the last week 
of April last year. Thus, during the week 
ended May 5, 1972 the overdrafts of the 
state governments declined sharply to 
Rs 37.34 crores from as high as Rs 711.09 
crores. At the same time holdings of 
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treasury bills rose to Rs 58.89 crores from 
Rs 51.65 crores and investments to Rs 
330.49 crores from Rs 74.86 crores. 

The increase in these heads would have 
been more pronounced but for the fact 
that the centre’s cash balances with the 
Reserve Bank were utilised fully for wip¬ 
ing out part of the liability of the states 
to the Reserve Bank. These cash balances 
declined to Rs 52.91 crores from Rs 214.09 
crores. There was, of course, a transfer of 
Rs 40 crores of rupee securities during 
the week under reference from the 
banking to the issue department of the 
Reserve Bank of India for expansion of 
currency. The net effect of these adjust¬ 
ments was thus reflected in an increase in 
holdings of treasury bills and investments 
by only Rs 302.87 crores against a decline 
in state overdrafts by as much as Rs 
673.76 crores. This reduction in net 
liability could be brought about to a 
great extent by drawing down cash 
balances to the extent of Rs 161.18 
crores. 

In subsequent months however the 
strain on the ways and means position of 
central government became acute because 
of the compulsion to lend large assistance 
to the state governments in connection 
with relief operations and the crash pro¬ 
gramme for the rabi season. There was 
also an increase in non-Plan expenditure 
in other directions due to the interim relief 
to government employees and higher De¬ 
fence expenditure. The cancelled ad hoc 
securities had to be reissued to some extent 
though it must be said that the record 
amounts raised in threfc stages through 
open market loans have been highly help¬ 
ful in containing massive deficit financing. 
The impression may be gained that the 
financial position of the central govern¬ 
ment has weakened during the current 
year as result of the large help extended 
to the state governments and the adjust¬ 
ments effected earlier in the year in con¬ 
nection with states’ unauthorised over¬ 
drafts. However it will not be correct to 
say that there has been heavy deficit fin¬ 
ancing simply because cash balances of 
the central government have been hover¬ 
ing around Rs 50 crores in the past few 
weeks. 

Some idea of the quantum of additional 
deficit financing incurred so far in the 
current year can be had from the changes 
in rupee .securities holdings of treasury 
bills, investments and state overdrafts in 
the weekly returns of the Reserve Bank 
since April this year. The aggregate of 
rupee securities, treasury bills and invest¬ 
ments rose to Rs 5105.23 crores from Rs 
4343.90 acres recording a net rise of Rs 
761.33 crores. The immediate impression 
may be gained that there has been heavy 


resort to deficit financing. It should not 
however be overlooked that there was a 
drop of Rs 683.75 crores in state over¬ 
drafts during the week-ended May 5, 1972 
and that the centre has resorted to 
deficit financing for only about Rs 80 
crores. This may appear to be higher if 
the repayments of the state governments 
to the centre against unauthorised over¬ 
drafts are taken into account. In any case 
net addition to deficit financing in 1972- 
73 upto December 22, 1972 may not have 
been more than Rs 125 crores. In the 
same period last year there was an in¬ 
crease in rupee securities holdings of 
treasury bills and investments to Rs 
4149.52 crores from Rs 3866.58 crores or 
a net amount of Rs 282.94 crores. 

Slate overdrafts increased during the 
same period to Rs 417.03 crores from 
Rs388.15 crores after dipping sharply to 
Rs 82.39 crores during the week ended 
July 2, 1971. In the current year state 
overdrafts have been kept within limits 
as they stood at only Rs 66.93 crores. It 
will therefore be seen that there has been 
better management of the resources of 
the central and state governments in 
1972-73 and it will not be surprising if 

Coal under 

cloud 

The presidential address of Mr K.Z. 
George at the annual general meeting 
of the Coal Consumers’ Association of 
India held in Calcutta on December 
18 and the statement made by Mr 
K.S.R. Chari, Chairman of the Bharat 
Coking Coal Ltd, at a press conference 
in the same place on December 2 i, 
reveal some interesting though conflicting 
aspects of the country’s coal industry. 
For instance, Mr George complained that 
within one year of nationalisation, the 
production of coking coal had dropped 
by 15 per cent and that the collieries were 
working far below their installed capacity. 
But Mr Chari observed that, following 
nationalisation of the coking coal mines, 
there had been “a marginal fall in produc¬ 
tion from 10,575,000 tonnes during the 
year ended September 1971 to 10,130,000 
tonnes in the corresponding period of the 
following year.” 

Mr George expressed surprise at the 
fact during 1971-72, about 1.13 million 
tonnes of “precious coking coal was pre¬ 
sumably diverted to non-metallurgical 
coal users, which meant a loss of* our very 
limited national reserves to that extent”. 
He gave the following figures to indicate 
the increasing tonnage of coking coal 


the actual deficit in the revised estimates 
for the current year prove to be much 
less than Rs 242 crores assumed in the 
budget estimates. In 1971-72 the revised 
estimates placed the overall deficit at Rs 
385 crores against the budget estimate of 
Rs 233 crores. Even if there was an 
unexpected increase in revenue expendi¬ 
ture in the remaining months it would 
still be possible to reduce the overall 
deficit to Rs 150 crores by borrowing addi¬ 
tionally Rs 100 crores through open mar¬ 
ket loans. The banking system is now in a 
position to invest another Rs 75 crores as 
it has not much use for available resources. 
The Life Insurance Corporation and other 
institutions can take care of the balance 
of Rs 25 crores. The union Finance 
Minister is therefore in a position to 
frame his budget proposals for 1973-74 
from a strong position. If the outlook 
for the next year is reasonably reassuring, 
the massive tax base already built up 
and the vast scope of borrowing through 
open market loans can take care of 
reasonable additions to Plan and non- 
Plan expenditure. The opportunity for 
adopting a constructive approach to out¬ 
standing economic issues should not 
therefore be missed. 


offtake by consumers other than steel 
plants: 



Production Off-take 

'V, not 

Year 

of coking of con- 

used by 


coal sumers 

steel 


other 

plants 


than 


steel 



plants 


1966-67 

16.583 

4.727 

28.3 

1967-68 

16.117 

4.861 

30.2 

1968-69 

17.161 

5.558 

32.4 

1969-70 

18.099 

6.394 

35.3 

1970-71 

17.820 

7.280 

40.3 

1971-72 

16.230 

6.643 

40.9 

Mr Chari 

admitted that coking 

coal 

continued to be diverted to non-metal- 

lurgical consumers 

but he maintained 


that such diversion was “inevitable”. Pro¬ 
duction of coking coal, he pointed out, 
was ahead of demand and a market had 
to be found for such a surplus. He added 
that stoppage of production would not 
be practicable as it would mean loss of 
jobs for many and it would also not be 
possible to pick up production at short 
notice to match the demand. He thought 
that the present surplus of coking coal 
would gradually disappear as Rokaro 
went into production and other plants 
picked up. 

Mr George regretted that during the 
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past five months, over 250 wagon-load 
of shipment of premium quality BP hard 
coke was exported to Burma. This, he 
said, was contrary to the assurance given 
by the government early in 1970 that BP 
hard coke would not be exported so long 
as the internal demand was not met. 
Mr George revealed that hard coke had 
also been exported to Bangladesh and 
other countries and that the MMTC 
was planning to export coking coal to 
Peru and hard coke to Dubai in the near 
future. He said that, in these circum¬ 
stances, even small percentages of ex¬ 
ports of hard coke would create further 
shortages and speculation within the 
country, resulting in higher prices to in¬ 
ternal consumers. According to Mr 
Chari, the shortage of hard coke was 
entirely due to the scarcity of wagons. He 
said that after the take-over, hard coke 
production had gone up and there were 
heavy stocks in the mines. 

Mr George was very critical of the poor 
performance of the railways in meeting 
the wagon demands of the coal industry. 
He said that 1971-72 was “the worst year" 
for the coal consumers all over the 
country. He pointed out that the 
attempts oj the Ministry of Railways to 
improve the supply of wagons had actually 
caused more dislocation. He made ten 
specific suggestions to the railways to 
provide better service to the consumers. 
Some of his more important proposals 
were that the railways should encourage 
transport of more coal in block rakes in¬ 
stead of picce-mcul movements; that the 
siding capacities of the loading points in 
Pencil and Chanda and other regions in 
the outlying fields should be raised quick¬ 
ly; that the railways should consider 
operating central coal dumps at the app- 
priatc junction points; and the adoption 
of a rational change in the system of dis¬ 
tribution which may stimulate industrial 
and economic activity in the country. 

MrT.A. Pai, the Minister for Railways, 
claimed in his speech at the meeting of the 
Central Advisory Council of Industries in 
New Delhi on November 18 that it 
had been possible to bring down the pit¬ 
head stocks of coal from eight million 
tonnes to about six million tonnes due 
to the improvement in movement. But 
from the speech of Mr George and the 
statement of Mr Chari it was clear that the 
railways had yet to make any appreci¬ 
able improvement in the supply of wa¬ 
gons. Mr Pai should examine the various 
suggestions made by the President of the 
Coal Consumers' Association and see to 
what extent, and how soon, these could 
be implemented. 

There docs not seem to be an adequate 
realisation on the part of the government 
and the public about the extent of hard¬ 


ship, in the form of high prices, caused 
by coal shortage. The figures given by Mr 
George in this context are relevant: ‘‘Ear¬ 
lier during the year, acute coal shortage 
had pushed coal prices to Rs 175 per 
tonne against the actual cost of Rs 65 
per tonne. Hard coke prices were shot up 
to Rs 600 per tonne in Punjab against 
normal price of Rs 220 per tonne. Several 
consumers in greater Calcutta area had to 
transport their coal requirements by road 
by paying as much as Rs 55 per tonne 
against the usual rail freight of Rs 14 
per tonne. The India Paper Pulp Co Ltd, 
for instance, had to take reluctantly 43 
per cent of their total coal requirement 
during 1971-72 by lorries at an additional 
cost of Rs 3 lakhs as a consequence of 
which their manufacturing expenses went 
up by 20 per cent, which seriously affected 
their working results." 

If the government of India is really 
serious in holding the price line it can 
hardly afford to remain indifferent to the 
acute difficulties faced by the coal indus¬ 
try. Mr George also explained how there 
has been “considerable demoralisation" 

Long wait 

in banks 

Mr Cm avan, the union Finance Minister, 
told the Consultative Committee of Par¬ 
liament for Finance last month that 
government was also concerned about 
the deterioration of customer service and 
discipline among the staff of the nationa¬ 
lised banks. But the Finance Minister 
added that he was not sure whether the 
decline in the bank employees' perform¬ 
ance was because of nationalisation or it 
was a feature of the general deterioration 
in the employee-employer relationship. 
He announced that he would discuss this 
matter shortly with the employees' repre¬ 
sentatives. But it is doubtful that the 
government will be able to do anything 
effective in the near future to ensure 
that the nationalised banks functioned 
with reasonable efficiency. 

Complaints about the fall in the stand¬ 
ards of the nationalised banks have been 
made from lime to time by responsible 
organisations of industry and trade in 
many parts of the country. Whenever 
such grievances are brought to the notice 
of the Reserve Bank, the latter asks for 
specific details. But the aggrieved parties 
arc unwilling to give the relevant data 
because they arc afraid that the staff of 
the banks concerned may adopt a vindic¬ 
tive attitude towards them. They there¬ 
fore would rather put up with the 


among the private sector non-coking 
coal producers. “There has been*', he 
said “neither any incentive nor encourage¬ 
ment to improve their performance. 
Their future remains clouded and bleak 
on account of the prevailing uncertainty*'. 
Even if New Delhi remains lukewarm, 
the government of West Bengal at least 
should sec to it that the coal industry 
gets a fair deal. This state produces 
about 25 per cent of the total output of 
coal in India and it is one of the four 
largest industries in West Bengal. Pro¬ 
duction of coal in this state declined from 
20,29 million tonnes in 1969-70 to 17.01 
million tonnes in 1971-72. About 40 out 
of 230 working mines remain closed be¬ 
cause of labour trouble and other diffi¬ 
culties. Yet the West Bengal Assembly 
sometime back passed a resolution in fa¬ 
vour of nationalisation of the non-coking 
coal mines. Both the government of 
India and Mr Siddhartha Shankar Ray 
should realise that the efficient working 
of the coal industry is vitally important 
to the revival and expansion of West Ben¬ 
gal’s economy and to the solution of the 
staggering problem of unemployment. 


decline in efficiency than face the open 
hostility of the bank employees. The 
Reserve Bank also perhaps welcomes 
this attitude since it can express its 
inability to probe into the complaints in 
the absence of full particulars! 

But the deterioration in the efficiency 
of the banks is, surely, a matter of natio¬ 
nal concern and not something which 
affects only certain individuals or com¬ 
panies. Banks have a vital role to play in 
increasing and diversifying production in 
agriculture and industry as well as in 
export promotion, import substitution, 
and in the creation of employment op¬ 
portunities. indeed, there is hardly any 
important economic activity which is not 
related in some way or the other to the 
efficient working of the banking system. 
Mr Chavan therefore cannot afford to 
remain complacent in regard to the indif¬ 
ferent working of the nationalised banks 
by saying that it is part of the general 
deterioration in the relations between 
employees and employers. 

The complaints relate to many aspects 
of the working of the nationalised banks. 
It is pointed out, for instance, that the 
banks sometimes decline to accept cash 
deposits on the ground that the money 
is tendered in currency notes of small 
denominations. There have been instan¬ 
ces when cash deposits have been refused 
on the plea that they are not made in 
Rs 100 notes. Considerable delay, in some 
cases even up to one hour or more, is 
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said to iake place in accepting cash depo¬ 
sits as well as cheques. There have been 
occasions where the banks have returned 
the cheques for flimsy reasons and disho¬ 
noured cheques in spite of adequate 
balance in the accounts concerned. Other 
complaints relate to long delays in collec¬ 
ting and crediting up-country cheques, 
in crediting remittances by TT (inward), 
in payment of outward TT, in the presen¬ 
tation and retirement of inward bills, in 
the delivery of documents after payment, 
in the sanction of limits as well as in 
their alteration or increase, in the presen¬ 
tation of import bills, in opening Letters 
of Credit (outward;; in sending intima¬ 
tions, in exchanging soiled notes, and in 
various other types of transactions. There 
have also b?ert difficulties arising from 
the go-slow tactics or strikes or other 
forms of indiscipline which arc often 
resorted to by bank employees for some 
reason or the other. 

Will Mr Chavan’s proposed discussions 
with the representatives of the bank 
employees help to bring about a substan¬ 
tial improvement in the working of the 
banks? This seems unlikely because the 
unions of bank employees are being gui¬ 
ded and influenced by many parties which 
have their political axes to grind; and 
they do not appear to be in any mood to 
oblige the government by persuading the 
employees to work with sincerity. Nor 
are the new boards of directors likely to 
succeed in restoring efficiency. When the 
banks were nationalised, the employees 
enthusiastically welcomed the step and 
also assmed the government of their full 
co-operation in working the scheme suc¬ 
cessfully. But now that they feel quite 
secure about their pay, promotion and 
prospects, they do not seem keen to serve 
the public in the manner they are expect¬ 
ed to do. But this matter cannot be left 
to the Finance Ministry and the Reserve 
Bank. Parliament and public opinion 
should take a lively interest in this pro¬ 
blem and see to it that the bank emplo¬ 
yees work with diligence and discipline. 

The annual general meeting of the All- 
India Bank Depositors Association, held . 
in Calcutta on November 23, 1972, 
referred to “immense difficulties” ex¬ 
perienced by the banking public and the 
“incalculable loss suffered by the eco¬ 


nomy” as a result of the deterioration in 
the banking services. It was pointed out 
that the banking operation had been sub¬ 
jected to frequent strikes and work- 
stoppages, including strikes by the Re¬ 
serve Bank staff on three occasions within 
the last one year, which had left the 
economy almost paralysed. The regret 
was expressed that the “management and 
the government have been conspicuously 
indifferent” to the deplorable fall in the 
standards of working in the banks. The 
Association suggested that banking should 
be declared as an essential service and 
that, apart from normal clearing houses, 
a standby arrangement should be intro¬ 
duced by forming an independent clearing 
house or a separate emergency cell which 
may handle clearing in the event of 
strikes. The government should carefully 
consider the implementation of these 
suggestions even though the bank em¬ 
ployees may not be enthusiastic about 
them. 

The Banking Commission has made 
several recommendations to improve effi¬ 
ciency. These include reduction of 
waiting time at the counters, introduction 
of mechanisation and electric computers 


for reconciling inter-branch transactions, 
fixation of man-hours for various types 
of jobs for measuring the productivity of 
employees, establishment of bank giro, a 
well-designed management information 
system in each bank; and several other 
measures to provide efficient service to 
customers. Whether the government is 
able to implement these and the other re¬ 
commendations of the Banking Commis¬ 
sion or not, it should see to it that the 
public continue to get at least the same 
level of service as was available before 
the major banks were nationalised. The 
banks arc now expected to contribute 
effectively to the socio-economic objec¬ 
tives of the country by directing their 
funds increasingly towards promotional 
activities and the growth of new enter¬ 
prises. It is relevant to note in this 
context that though bank deposits have 
now crossed Rs 8,000 crores compared to 
about Rs 4,000 crores in 1969, the deposit 
ratio to the gross national product in our 
country is only about 22 per cent com¬ 
pared to 35 percent in the UK, 49 per 
ctnt in the USA, 80 per cent in Japan, 
and 92 per cent in Switzerland. Can our 
banking system therefore afford not to 
function in a dynamic manner? 


£a.itetn ^.conomilt 25 l/eati -f)y& 

JANUARY 9. 1948 


The discussion on India's economic relations 
with Pakistan brought out the complex and many 
sided issues involved, ranging from exchange 
parity to the settlement of refugee claims. About 
the capa;ity of Pakistan to survive economically 
and financially, an economist from Karachi had 
little doubt and he emphasised the desirability of 
maintaining parity between India and Pakistan 
currencies after the expiry of standstill arrange¬ 
ments in Much 1948 as also of establishing a 
customs union. The complementary character of 
the Indian and Pakistan economies was recog¬ 
nised as pointing to the need for closer economic 
relations between the two Dominions but there 


were two o r ihrce hurdles to be cro.scd, the pre¬ 
vailing tense political feeling, the settlement of 
refugee claims and the recent measures about jute 
duties There was also the further basic difficulty 
that Pak istan l ad ambitious plans of industriali¬ 
sation the puisun of which might militate against 
the maintenance of h irnmnious economic rela¬ 
tions with the industrially developed India. This 
is, howe\er, not an insuperable difficulty, and, as 
was pointed out dm mg the discussion, even under 
the economic plan drawn up for undivided India, 
the principles of regional development and of the 
promotion of industries in backward areas like 
the Punjab, N.W.F.P,, and Sind was recognised. 
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POINTS OF VIEW 

Libya: prosperous and 

R. V. Murthy promising 


Tp\i | im \ 11 \.s hL'izuii to lake an mle- 
re .i »n Iih'miI i'. obvious lu>m the number 
<>| | iJ \;mi JA canons that ha\e \ isilctl 
t|:". fetch. Ihe.se delegations 

uncial a wide and varied held loo studs 
(.1 mu atomic cncigv held lor peaceful 
purposes. vaiiutis induslites. power pro- 
jecis, underground watei lesources and 
dn\c against illiteracy, among others. 
'Iliete ha\o also been delegations 1o re¬ 
cruit Indian doctors and other medical 
pci soiii:el, as also to explore prospects of 
India's expoits of scvciul items ranging 
from tea and tobacco to heavy machinery 
and other engineering’ goods. the most 
recent, ot com sc, was the Msit of the Lib¬ 
yan Industries Minister Accepting an 
imitation from oui I orugn Trade Minis¬ 
ter to msii the As,a 72 I air, lie came here 
with the ( hairman of the I ibyan Trade 
lair* Auihoiiiv to participate in the Lib¬ 
yan I eslisal Das ai die I air. (By the way, 
Libva was the only Scading Arab country 
to p t nnnpatc in the \sia 72 l air). 

bright prospects 

Mi llomi lahaiM'an. our Ambassa¬ 
dor ai I ih\a. lit!s natmails been keen on 
India pariit ipaimp in the loiiluoming 
'Inpoli I an to ueale the requisite cons¬ 
ciousness about its economic achieve¬ 
ments among Lihvans I be ^i/e ol’ the 
Indian pavilion aicoidmglv is the b.gfest 
that India has ^o t.ir taken m the l air 
and. 4t) Indian concerus are known 
to le paiiM.ipatmg Picscndv India e\- 
poit* lo 1 ih\n solve 11-4 items, bul our 
Ambassador LA 11 .• t th.eie ;*:e piospccls 
oflaieci ui.intiiusol cxpoit both ol'these 
iteivs and ol mans moie. loi Libya ini- 
poiis exeis thing other than oil. It is only 
since the Revolution in September. I%9 
that I ibs a has been 'using to deselop if n 
agiieullme and mdii qi \ I ai go sums has e 
been allotted to these heads in that conn 
try *s 'I luce-Ycai Development Plan, and 
heic is .i vast visia open lot explanation. 
There is said to be m^ieas.m* interest 
among I :l>ynn businessmen in naomg with 
India, orbeconnng agents |nr lndi.ui turns. 

Our hmhasss \ advice lo Indian e\poi- 
teis is that it is mo t essential to appoint in¬ 
fluential labs an agents, to gel their lirnis 


registered with Libya's C entral Tendering 
Authority so as to be able lo participate 
in lenders and. even more important., 
to pay a sisil at senior level to Libya 
fully equipped with catalogues, samples, 
C&F prices worked out in dinars, and 
also be prepared for a long stay las the 
Libyans are no good at correspondence). 
The Pmbassy has, ol course, also stressed 
the importance ot offering competitive 
prices and supplying goods strictly in 
conformity with samples approved or 
specifications agreed to. This point can¬ 
not be too strongly emphasised when 
India has lo compete in the Libyan mar¬ 
ket with such advanced countries as Italy 
(which supplies 22 per cent of Libya's 
requirements), the USA, the UK, West 
Germany, France, Holland, Tunisia and 
Lebanon, not lo speak of Japan, the only 
important Asian trailing partner. 

principal imports 

Libya's principal imports are machinery 
and transport equipment, manufactured 
goods, food, live animals, chemicals, 
mineral fuels and luhricantstal though a 
large oil-producing country, Libya has no 
refinery of its own yet. but one is under 
was now), spices, tea, animal and vege¬ 
table fats and a whole range of consumer 
goodv In 1971, I i by a had a trade surplus 
of 700 million dinars (Rs 1,540 crores) 
and yet it wanted io reduce its imports 
from the l l, 7! Icscl of Rs 550 crores. 
Its development plans, however, point, if 
anything, to an even higher figure of im¬ 
ports. The only limning factor, if at all. 
would he a fall in Ms oil exports (these 
weic almost of the order of Rs 2,000 
crores in 1971) pursuant to Libya's policy 
to conserve its oil stocks; presently, al¬ 
though Libyan oil wells are capable ot 
producing over three million barrels a 
clay. they have been asked to restrict 
production to less than 2;. million harrels 
a day. 

rsomc idea ol the prospects that Lib\a 
holds out may be had from a mention of 
the innumerable Libyan projects and cor¬ 
poral ions. Libya has undertaken a large 
number ot road piojects and housing, hos¬ 
pital, school and factory constructions. 


Its industrial projects include cement 
plants, water projects, steel nulls, plants 
for milk and dairy products, poultry. 
Hour and fodder, electrical wires and 
cables, textiles manufacture, footwear 
and other leather goods for tanning, 
fruit canning and drugs and glassware, 
etc. The government has set up a 
number of government corporations 
for agriculture, land reclamation, 
housing construction, road building and 
maintenance, civil works, drinking water 
and so on. 

scope for STC 

Banks and insurance companies 
have been nationalised and so also 
the oil industry (the British Petro¬ 
leum Company was nationalised same 
time ago). t rade in lea. drugs and 
agricultural implements and equipment is 
also in the hands of the state. This sug¬ 
gests the scope there is lor our State 
Trading Corporation (STC.') to extend its 
operations to Libya, and the time also 
appears to be opportune, with the Shipp¬ 
ing Corporation of India soon lo open 
a direct shipping service to Tripoli (this 
reduces the time taken for our goods to 
reach Libya from 90 days now to about 30 
to 35 days). Very shortly there may also 
be a direct air link. The Libyan Commu¬ 
nication Minister is said to be very keen 
on Air-lndia touching Bengazi and Tri¬ 
poli an.I the Fitter have agreed to send a 
delegation to Libya to explore the possibi¬ 
lities of doing so. 

Although a late starter in agricultural 
development, Libya may boast of 
its Kufra Agricultural Project — 
deep into the desert—where thousands of 
hectares of green belt have been deve¬ 
loped to raise wheat or rear sheep. 
India has the satisfaction of having 
provided hybrid wheat seeds to Libya for 
this project. Water continues to be Libya’s 
mam headache and hence its interest in 
the nuclear desalination studies being 
made bv our Atomic Encrgv Commission 
(AF.C)./ 

Another field where there appears 
to be scope for India's assistance is cx- 
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traction of iron ore—Libya’s French con¬ 
sultants are believed to have recently re¬ 
ported favourably on the availability of 
this mineral—and construction of a rail¬ 
way line to the iron ore pitheads in the 
south. It is significant that our Railway 
Board, which has been asked to give its 
reactions to the French consultants’ re¬ 
port for a railway line, has already pre¬ 
pared a preliminary report. 

As it is, India has to its credit two turn¬ 
key projects—transmission line towers 
and textile mills complex—two consul¬ 
tancy jobs—mini-steel plant and major 
steel complex—and the only Indian joint 
venture in North Africa—Hume Pipes. 
Now that the prospects have come to be 
better known, thanks to the splendid work 
of our Embassy in Libya, more and more 
Indian parties are* certain to come for¬ 
ward and show their readiness to partici¬ 
pate. Since Libya is short of know-how 
and technical skills, India has already been 
assisting that country with its expertise. 


Apart from a number of Indian business¬ 
men in Tripoli and Bengazi, some of the 
top advisers and experts in the Libyan 
government, including the Ministries of 
Petroleum, Industries, Telecommunica¬ 
tions, Electricity, Ports and Shipping, 
Housing and Town Planning, are Indians. 

The TJN establishments in Libya have 
a number of highly qualified Indian pro¬ 
fessionals on their staff. Three Indian 
experts were recently in Libya on a short¬ 
term assignment to report on the scope 
of development in industries generally 
and of cottage and small-scale industries 
in particular. Their work has given the 
Libyan authorities so much satisfaction 
that the latter have expressed a desire to 
have these experts on a long-term deputa¬ 
tion to implement the Libyan govern¬ 
ment’s decisions on their report, such as 
the setting up of a small-scale industries 
corporation, industrial estates and so on. 
Libya plans to have its major and medium 
scale industries in the public sector and 


only it small-scale industries in the private 
sector. The latter would receive advance 
loans and other incentives. 

What makes Libya an attractive out¬ 
let for India’s exports is that there are few 
restrictions, if any, on trade, while cus¬ 
toms duties are comparatively low. Con¬ 
sidering that quite a few of the main 
items of India’s exports—tobacco, cotton 
textiles, jute goods, Indian films, diesel 
engines, spices, footwear, jewellery, mica, 
sewing machines, radiators, wire ropes, 
water fittings, spare parts, etc—are being 
or are about to be, handled by our STC, 
thanks to the new foreign trade policy 
of our government, it seems prudent that 
the STC should take a lead in the matter 
and arrange for a representative business¬ 
men's delegation to explore and enter the 
Libyan market in a big way. A well- 
planned and concerted export etfort should 
enable this country to earn a sizeable 
sum of free foreign exchange from this oil- 
rich Arab country. 


Octroi: an outmoded 

1 **•— impost 


The archaic and discredited impost of 
Octroi, existing in India through the 
centuries, has been criticized by trade 
and industry and economists alike, parti¬ 
cularly for creating unnecessary trade 
barriers to movement of goods lor export 
or internal consumption. This tool has 
been the subject of inquiry by several com¬ 
mittees and commissions during the last 
ha If a century. While almost all these bo¬ 
dies called this tax an obnoxious one 
none but two, however, {viz. the Keskar, 
Committee on Road Transport Taxation, 
1965 and the Wankhede Study Group in 
Maharashtra which submitted its report 
in June, 1970) recommended its specific 
abolition and replacement by alternative 
levies. 

In conformity with these recom¬ 
mendations, action to replace Octroi by 
a suitable levy had already been taken in 
Rajasthan, while similar action in Gujarat 
and Maharashtra is on the anvil. The go¬ 
vernment of Maharashtra was, in fact, to 
bring in legislation during the current 
session of the Legislative Assembly to 
abolish Octroi and levy a multi-point 
turn-over tax to provide funds enough to 


compensate the local bodies for the loss 
of Octroi income, but according to a re¬ 
cent ministerial pronouncement action in 
this regard has been postponed in view of 
the prevailing scarcity conditions in the 
state. Years ago, under the Andhra Pra¬ 
desh municipalities Act, 1965, Octroi had 
been abolished in that state, and the go¬ 
vernment decided to make good the loss 
by making direct grants to municipalities 
and certain other adjustments. Octroi is 
non-existent or unimportant in Bihar, 
Tamil Nadu, Kerala, Mysore, Orissa 
and West Bengal (except the Calcutta 
Metropolitan Area). In Uttar Pradesh and 
Madhya Pradesh also, the thinking of the 
government has been towards the aboli¬ 
tion of Octroi or modifying the scheme 
so as to reduce its rigours. 

Thus, while the trend in the country, 
except perhaps in Punjab and Haryana, 
has been towards the gradual removal of 
this vexatious and out-moded form of 
taxation, it is unfortunate that it should 
have been introduced in the Calcutta Met¬ 
ropolitan Area in 1970, especially when 
the rest of the state of West Bengal has 
been altogether free from this levy all 


along. The ostensible reason for this ret¬ 
rograde step has been that funds arc des¬ 
perately needed for the long-ncglccted and 
the almost derelict infrastructure of the 
Calcutta Metropolitan District, but the 
measure appears to be self-defeating in its 
purpose judged by the disastrous experi¬ 
ence of the tax during the last two years, 
working as a stranglehold of business and 
commerce and prompting even some in¬ 
ternational companies to consider closing 
down their operations in Calcutta. A 
comprehensive review of the operational 
and economic aspects of Octroi in the 
country as a whole is thus called for in 
understanding its baneful effects on the 
economy, trade and commerce. 

Octroi, as a duty levied on goods enter¬ 
ing a town or market, has existed in India 
since ancient times. It then formed part 
of the state revenues. Town and transit 
duties continued to be levied during the 
Moghul and British periods. Under Regu¬ 
lation VI of 1805, Octroi was levied 
on articles imported for consumption or 
use within a town, a form which this levy 
has retained to the present day. The evil 
effects of this impost on stifling inland 
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trade and commerce, however, came to 
be recognised early in the 19th century, 
culminating in its abolition in Bengal in 
1835 and in Madras in 1842 and, despite 
attempts made from time to time to ra¬ 
tionalise the levy so as to reduce its ri¬ 
gours, it still continued to invite severe 
criticism. The period after 1917 saw a 
large number of municipalities in India 
introducing terminal taxes, in lieu of 
Octroi, under the directive of the central 
government 

While Octroi is leviable only on goods 
which move into a local area for being 
consumed, used or sold therein, terminal 
tax is levied on the movement of 
goods as well as passengers, both in 
and outside a local area. Unlike Octroi, 
terminal tax is not levied ad valorem 
and is not refundable. Under the Govern¬ 
ment of India Act 1935, terminal taxes 
were removed from the provincial to 
the federal list. This and the static 
character of terminal tax and the elastic 
character of Octroi made this levy again 
popular with the local bodies. The posi¬ 
tion continues to be the same under the 
present Constitution of India adopted 
since 1950 except that terminal taxes on 
passengers or goods carried by road or 
inland waterways arc subject to state 
taxation. The term 'Octroi* itself is not 
used in the Constitution but is covered by 
entry 52 of the State list. “Octroi has 
thus, developed*’, in the words of the Wan- 
khede Study Group, “from its insignifi¬ 
cant existence as town and market dues 
forming part of the State revenues to 
the position of one of the most important 
single source of municipal revenue”. 

revenue from Octroi 

The Taxation Inquiry Commission 
appointed by the government of India in 
19S3 estimated the revenue from Octroi 
to local bodies in India to he over Rs II 
crorcs. It may be around 75 to 80 crores 
of rupees now for the country as a whole, 
although no precise figures arc available. 
That Octroi is a productive source of 
municipal revenue is seen from the fact 
that a large number of municipalities in 
Maharashtra (210 as compared to 53 in 
1938-39) are levying the tax now. Ac¬ 
cording to the Wankhede Study Group's 
Report, the gross collections from Octroi 
in 1968-69 amounted to over Rs 24 crores 
from all local bodies in Maharashtra, 
constituting 28.6 per cent of the total 
income of the municipal corporations 
(4), 40.2 per cent of that of town munici¬ 
palities (210), and 32.7 per cent of that 
of village panchayats (97). Octroi is thus 
an important source of income to munici¬ 


pal corporations and town panchayats 
and not so much to Village Panchayats, 
judged by the number levying the tax 
which was less than 100 in 1968-69 as 
against over 22,000 existing in Maharash¬ 
tra. Octroi, indeed occupies a prominent 
place in the tax structure and resources 
position of the Greater Bombay Munici¬ 
pal Corporation in particular. Its present 
gross Octroi income may be estimated 
around Rs 10 crorcs. Among zilla pari- 
shads in the slate, Ratnagiri is the only 
zilla parishad which is levying Octroi, the 
income from which is over Rs 30 lakhs 
now. The cost of collection of the Octroi 
dues, however, has been comparatively 
high (22.6 per cent of the gross income of 
municipalities and about 23 per cent of 
the gross Octroi income of village pan¬ 
chayats as against four per cent of 
that of the municipal corporations in 
1968-69). 

rising income 

It would appear that the increases in 
income from Octroi, as the Study Group 
in Maharashtra has stated, have almost 
wholly come from changes in mode of 
assessment, inclusion of more items sub¬ 
ject to levy, larger volume of trade and 
commerce, and, above all, the almost 
universal rise in prices which has particu¬ 
larly accelerated the income from Octroi 
on goods assessed on ad valorem basis. 

Octroi is levied on ad valorem or weight 
basis, but neither of these methods is en¬ 
tirely free from defects. The determina¬ 
tion of the ruling prices for assessment on 
ad valorem basis is, indeed, a difficult task 
requiring long experience and specialised 
knowledge of the working of markets which 
a poorly paid Naka Karkun (toll clerk) 
to whom this work is usually entrusted 
rarely possesses. Thus no fair assess¬ 
ment is possible in the case of bulk of the 
goods coming for assessment, which in¬ 
evitably leads to corrupt practices. Assess¬ 
ment on weight basis, though preferable 
to the ad valorem basis, also presents 
difficulties, entailing considerable time and 
indeiinite detention of vehicles in the 
scrutiny and verification of bills for as¬ 
certaining the weight and type of goods. 
Apart from being vexatious, waiting re¬ 
duces the running time of vehicles. Super¬ 
vision over the large number of naka staff 
employed being not effective enough, un¬ 
fettered freedom is enjoyed by them in 
the matter of assessment and collection 
of Octroi with the consequential and in¬ 
evitable harassment and corruption. 

Broadly speaking, there are two modes 
of collection of Octroi—the system 


with refunds and the one without refunds. 
Most of the evils at present associated with 
Octroi issue out of the system of refunds 
which involve special administrative 
arrangements and a somewhat complica¬ 
ted procedure. As the refund can be deter¬ 
mined only after investigation of the 
claims, there is always an element of un¬ 
certainty about the final revenue. Delay 
and harassment to consignors and consig¬ 
nees are often the result of the system. The 
system of collecting Octroi without re¬ 
funds, as is in vogue in Punjab, for exam¬ 
ple, is no doubt an improvement over the 
system with refunds, but it can operate 
only where the volume of goods in transit 
is small compared with the volume of 
goods for local use. 

Sir Josiah Stamp summed up the case 
against Octroi, forty-seven years ago, be¬ 
fore the Indian Taxation Enquiry Com¬ 
mittee, 1924-25, as under: 

“In my judgementboththeoreticallyand 
on the result of experience, no country 
can be progressive that relics to any ex¬ 
tent upon octroi, which has nearly every 
vice”. According to the Taxation Enquiry 
Commission 1953-54, “in the form in 
which they (Octroi and Terminal Tax) are 
levied in India, they offend all canons of 
taxation”. 

The Rural-Urban Relationship Com¬ 
mittee in 1966 observed as under: 

“Octroi constitutes a major hindrance 
to the free flow of traffic and trade and, 
hence, it retards the growth of commer¬ 
cial and industrial activities. It is in the 
national interest that octroi and terminal 
taxes should go”. 

Keskar report 

The Keskar Committee on Road Trans¬ 
port Taxation (1965-66) has specifically 
examined the impact of Octroi on road 
transport and condemned it in explicit 
terms. To bring home the serious damage 
caused by the detention of transport vehi¬ 
cles for paying Octroi the committee has 
shown that on the basis of annual vehicle 
performance of 64,000 km (40,000 miles) 
there is a wastage of 225 lakhs of truck 
miles a day or 8.2 crores truck miles in a 
year corresponding 18 crores truck Km 
or in monetary terms Rs 8.2 crorcs per 
annum in the case of transit traffic only. 
Mr D.D. Sathe, I.C.S., as Motor Trans¬ 
port Controller, Maharashtra, had esti¬ 
mated the saving per vehicle in the event 
of Octroi being abolished at one hour per 
day. “The situation has so degenerated,” 
as the Keskar Committee has said, “that 
it has given rise to a novel business and 
unheard of agents indulging in octroi 
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clearance on behalf of the road trans- 
porters on commission basis/* 

This apart, the adverse effects of Octroi 
on the rural and urban economy alike 
are grave. Octroi depresses the economic 
capacity of the agriculturist by obstruct¬ 
ing the movement of agricultural produce 
and adding to its cost of transportation. 
A cultivator has to pass through various 
local bodies and pay Octroi before his 
produce can be sold in the market. The 
system of transit fees prevalent in certain 
areas does not however help to soften 
the rigours of Octroi to any substantial 
extent. However small the transit fee, 
its payment to a number of local bodies 
tends in its cumulative effect to prove too 
prohibitive in the transportation of agri¬ 
cultural produce for sale in the market 
and in the yield of a fair price for the pro¬ 
duce of the agriculturist. The marketing of 
agricultural produce being seasonal and 
a large number of agriculturists having 
no holding capacity, they are required to 
market their produce at a suitable time. 
“The law of supply and demand being 
weighed against him, the agriculturist is 
forced to bear the burden himself of any 
impost such as Octroi. Where the produce 
goes to market through a trader the agri¬ 
culturist is again a loser, as the trader 
generally pleads heaviness of taxation 
to offer a low price to the agri¬ 
culturist’'. 

deleterious effect 

The effects of Octroi on trade and in¬ 
dustry are equally, if not more, deleteri¬ 
ous. Industries have generally a tendency 
to spring up in urban centres and cities 
where the necessary facilities arc available 
to them. For economical operation, in¬ 
dustrial undertakings prefer to remain near 
the best market centres; and if they have 
to be taken to the mofussil, the levy of 
Octroi on movement of raw materials and 
even machinery, (taken out for installa¬ 
tion, repairs or replacement) between the 
market centres and the location of the 
undertakings adds to the cost on capital 
or revenue account. 

The collection of octroi requires the 
setting up of check posts at diverse and 
innumerable points of entry into and exit 
from local areas, despite which the magni¬ 
tude of evasion is, by no means, small, 
while “the tax is costly to collect, in¬ 
flationary in its effect, uncertain in its 
incidence'*, and breeds corruption all 
around. Nowhere is this picture better 
illustrated than in the Calcutta Metro¬ 
politan Area (CMA). According to in¬ 
dustry circles, the tax on entry of goods 
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into the Calcutta Metropolitan Area 
has operated mainly as an instrument of 
harassment, causing unimaginable waste 
all round. The process of harassment 
commences with the arbitrary classifica¬ 
tion of goods for purposes of the levy. 
Instead of classifying goods under the 
particular overall category to which they 
should really belong in terms of the go¬ 
vernment's notification, the tendency of 
the staff at check-posts is to classify them 
so as to fetch the maximum duty. For 
example, “Gramoxans” an aqueous weedi- 
cide solution is assessed as “oils used as 
insecticides*’, though it contains no oil 
and is not an insecticide. Again, sulphur, 
imported as industrial raw material for 
the manufacture of rubber chemicals, is 
assessed as “cracker, fire-works, their 
components, safety fuse, etc.” “Carbon 
black”, used by the rubber goods manu¬ 
facturers as a reinforcing filler, is being 
treated as “colouring paste* and assessed 
to duty. 

costly demurrage 

This is not all. Clearance of consign¬ 
ments at railway stations is usually de¬ 
layed, sometimes entailing the payment of 
demurrage. This is because the stations 
have only one counter where papers for 
both payment and non-payment of Octroi 
are submitted. The volume of work in¬ 
volved is just too much for one counter to 
cope with, so that papers deposited in 
the morning are not released until late in 
the afternoon! Octroi is to be paid only 
in cash and not in cheque, although it is 
dangerous, in the prevailing law and order 
situation in Calcutta, to carry liquid 
cash. Entry tax authorities are also tak¬ 
ing unduly long time for merely determin¬ 
ing the quantum of advance tax payable. 
Companies operating on an all-India 
basis with factories in the CMA where only 
repairs are undertaken are experiencing 
great difficulty in sending machinery and 
plant to these factories from outside the 
CMA, because, in the absence of clear 
instruction, all such consignments are 
assessed to Octroi. Likewise, goods which 
are returned to consignors in the CMA 
by consignees outside the CMA are asses¬ 
sed. 

Trade and industry, again, suffer harass¬ 
ment in the absence of a provision in the 
Act for automatic refunds on application 
of Entry Tax, levied in error or misconst¬ 
ruction, on non-specified goods (i.e. goods 
not specified in the schedule to the Act). 
As a result, recourse has to be taken to a 
lengthy and cumbersome appeal proce¬ 
dure against an order of assessment, since 
there is no time-limit prescribed for the 
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actual refund of tax. Again, the documen¬ 
tation procedure at check-posts in respect 
of trucks carrying mixed consignments 
leaves much to be desired, often making 
it impossible for a dealer to get refund of 
duty because he cannot produce the sup¬ 
porting evidence. It is reported that the 
papers neither show the rate at which 
the tax has been assessed for each class 
of goods in the consignment nor indicate 
whether one particular consignment has 
been conveyed or exported out of the 
CMA. The carrier companies experience 
further difficulties. Since only one copy of 
a particular form (instead of three as sti¬ 
pulated in the Rules) is furnished in res¬ 
pect of the entire lorry load, consisting of 
different categories of goods for different 
parties, the carrier operator is at a loss to 
know to whom he should deliver the copy. 
The outcome of all this is that the appeal 
for refund of duty is often rejected. The 
fee for filing an appeal by a dealer 
aggrieved by an order is also pretty stiff. 

Exporters face quite another problem. 
Goods meant for immediate export out 
of India arc eligible for exemption from 
Octroi, but the shipment of goods, for no 
fault of theirs, is often delayed on account 
of the many hazards of shipping at Cal¬ 
cutta port, such as strikes, non-availabi¬ 
lity of berths, delayed sailings of vessels 
due to insufficient draft, etc. In conse¬ 
quence exporters are denied the benefit 
of tax exemption. 

law’s delays 

On top of it all, it is the laws delay 
which hurts many companies most. Scores 
of appeals for refund of Octroi on account 
of either excess payment of the tax or in 
respect of goods exported out of India or 
conveyed out of the CMA, some of which 
dating back to November 1970, arc re¬ 
portedly pending still. As a result, huge 
sums of money have remained locked up, 
affecting very seriously the liquidity posi¬ 
tion of companies in West Bengal, who 
have had to take bank loans to pay Octroi. 
The inordinate delay in the settlement of 
refund claims entails an additional finan¬ 
cial burden by way of interests. 

Apart from having a general inflationary 
impact on the industries operation in the 
CMA the imposition of Octroi Has put 
them at a serious cost disadvantage vis- 
a-vis industries located outside the CMA 
which do not have to pay the tax on vari¬ 
ous raw materials, stores and fuels re¬ 
ceived by them. 

The check-posts have become a by-word 
for corruption. No lorry, it is reported, 
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is allowed to pass unless a certain amount 
is paid to the staff on duty as illegal grati¬ 
fication. Even so, delays are common. 
The rules provide innumerable excuses for 
interminable detention of goods at entry 
points, and this is a feature of Octroi which 
is inseparable from its regressive charac¬ 
ter. Industry and commerce in the CMA 
arc paying dearly for man-made delays and 
hold-ups which arc multiplying the cost- 
push effect of Octroi. 

effects on revival 

The best administered countries of 
the world have failed to make Octroi 
work in the complexities of modern in¬ 
dustrial life with its various inter-depen- 
dent ramifications. It is, therefore, too 
much to expect that the admittedly weak 
administrative apparatus of the CMA can 
make a success of Octroi. On the other 
hand, the continuance of this retrograde 
form of taxation is likely to put off the 
prospects of Greater Calcutta's industrial 
revival - a city which accounts for 45 per 
cent of the country's export trade, 40 per 
cent of its import trade and 15 per cent of 
the total national industrial output. 

Industry circles are thus unanimous in 
their view that it is high time for the West 
Bengal government to discontinue Octroi, 
as some state governments have already 
done or arc contemplating to do, and re¬ 
place it with some other sensible impost, 
which would be equally high-yielding but 
not half so oppressive and stultifying. 
The Road Transport Taxation Enquiry 
Committee had suggested the following 
alternate levies in lieu of Octroi:— 

(1) Surchragc on Sales Tax or additional 
Sales Tax; 

(2) (a) Municipal Sales Tax and 
(b) Municipal Surcharge Sales Tax: 

(3) Municipal Turnover Tax. 

The Wankhcde Study Group in Maha¬ 
rashtra examined these proposals, besides 
some others, and came to the conclu¬ 
sion thut the only feasible alternative to 
Octroi was a multi-point turnover tax, 
which the government has also accepted 
in principle. In recommending this scheme, 
the Study Group was guided by the fact 
that “any scheme for providing compen¬ 
sation to the local bodies should not only 
guarantee the actual amount collected by 
them in the base year, but the source 
should be elastic and expanding enough 
to assure them at least as much growth 
in their receipts from this source at which 


the collection from octroi would have in¬ 
creased from year to year”. 

The Indian Merchants’ Chamber and 
other industrial organisations in Bombay, 
however, have expressed their considered 
view that the multi-point turnover tax is 
not a suitable alternative. While the reve¬ 
nue from this source would be much larger 
than the amount of Rs 32 crores estimated 
by the Study Group as being needed to 
replace Octroi, it is feared that the multi¬ 
point turn-over tax would, among other 
things (1) vastly disturb the organisa¬ 
tional arrangements connected with the 
handling of trade, in so far as natural ten¬ 
dency would be for reducing the number of 
stages through which a commodity passes 
and this would inevitably lead to elimi¬ 
nation or displacement of the existing 
trade channels and (2) that it would in¬ 
crease the cost of production by adding 
to the cost of raw and processed materials, 
fuels, lubricants, etc and thus affect the 
competitive strength of dealers in the state 
vis-a-vis those in others tates. The cover¬ 
age of the scheme in terms of the commo¬ 
dities, it is feared, will be much wider than 
the coverage of octroi, bringing within 


its orbit products like textiles, sugar and 
tobacco which are covered by the scheme 
of additional duties of excise in lieu of 
sales tax levied and collected by the cen¬ 
tre, the proceeds of which are distributed 
to the states on the basis of a specific 
formula. Having regard to all these con¬ 
siderations, the business community in 
Bombay is of the opinion that all that 
needs to be done to raise the requisite re¬ 
venue for compensating local bodies on 
the loss of Octroi income is to add about 
20 per cent to the existing sales tax rates. 
The items which are specifically exempt 
from sales taxation will continue to be so 
exempt even under the new scheme, as 
also the dealers below the limit prescribed 
for liability to tax under the Sales Tax 
law. The dealers would also be free to 
recover the surcharge from their custo¬ 
mers, as of now in the case of Sales Tax. 

This alternative, indeed, seems to be 
less cumbersome than and as revenue- 
yielding as the multi-point turnover tax 
or even Octroi. State governments, in¬ 
cluding that of West Bengal, would do 
well to consider this scheme, in lieu of 
Octroi, for early implementation. 
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EUROPEAN COMMUNI TY PROFILES 


: performance 
and prospects 


Benelux 


Or Mathew Tharakan 

Antwerp 

Tun economic union of Belgium/Luxcin- 
bourg which later developed into the 
Benelux (Belgium, Netherlands, Luxem¬ 
bourg) customs union was a forerunner 
of the European Community. 

Tiny Luxembourg with a population 
of only about 342 thousand has one of 
the highest standards of living in Europe. 
Gross national product has just sur¬ 
passed $ 1 billion in current prices and 
the major sources of national income 
have been the steel industry, interna¬ 
tional banking operations and tourism. 
The development of Luxembourg as a 
major international financial centre has 
indeed been spectacular. Luxembourg 
legislation which charges no direct or 
withholding taxes on profits or distri- 


of about three per cent during the 1970s. 
But given the restraints posed by scale, 
Luxembourg’s imports which by 1970 
had amounted to only about S 0.8 billion, 
will remain only of limited interest to 
Indian exporters. 

Belgium which has a population of 
about 9.7 million enjoys a per capita 
income much higher than that of UK 
but lower than some of its Community 
partners such as Germany, Luxembourg 
and France. The GDP of Belgium has 
risen at a higher rate since the formation 
of the European Community in 1958. The 
access to the much larger market provid¬ 
ed by the Community and the subsequent 
inflow of foreign (mainly American) ca¬ 
pital to lake advantage of the freemove- 


- 

Dr Mathew Tharakan has com¬ 
pleted a research project on 
India's export prospects to the 
European Community at the Cen¬ 
ter for Development Studies, 
Department of Economics, St 
Ignatius Faculties, University of 
Antwerp. He reports here on the 
general economic performance and 
prospects of Belgium and the 
Netherlands. Similar reports on 
other Members of the European 
Community Will appear in due 
course. These accounts include 
an examination of India's export 
| prospects in relation to these 
1 countries. 


ing the Belgian economy also. Belgium’s 
Community partners—particularly West 
Germany, France and the Netherlands— 
usually absorb between 50 to 65 per cent 
of her total exports. Consequently, the 
economic fluctuations in these countries 
transmit their effects to Belgium. Growth 
in 1971 amounted to 3.7 per cent and is 
estimated to have been only about 2.5 in 
1972. But as the recessionary phase of 
the Gcrmun economy levels olf and the 
American recovery takes shape, the 
Belgian economy should also start to pull 
out of its current difficulties. 


WIDOW ON 

HE WIND 


buted dividends and imposes only mini¬ 
mal annual charges on pure holding 
companies with no commercial or indus¬ 
trial activities within its frontiers has 
made the country highly attractive, 
particularly to the international com¬ 
panies, as a base for their financial opera¬ 
tions. While the progress that is ex¬ 
pected to be made towards an European 
monetary union will undoubtedly help 
the further development of Luxembourg 
as an international financial centre, the 
entry of the United Kingdom into the 
Common Market is likely to mean that 
the city will dominate the European 
financial centres. 

Growth is expected to continue at a 
somewhat subdued average annual rate 


ment of the factors of production within 
the Common Market and the protection 
provided by its Common External Tariff 
have contributed to this acceleration. 
But Belgium had a relatively heavy back¬ 
log of unemployment to draw on, until 
about 1964 and it is only since then that 
the economy has come up against the 
‘full employment barrier’ and the diffi¬ 
cult problems of demand management. 

A period of relative slow down during 
1966 interrupted the rapid rhythm of 
growth since 1959. Though the economy 
recovered to register again high levels of 
growth particularly in 1969 and 1970, the 
widespread ‘stagflation’ that of late has 
characterised the American and the wes¬ 
tern European countries has been afflict- 


Ncvertheless, some of the adverse effec¬ 
ts of the current recession should be 
expected to continue well into 1973. 
Government expenditure, particularly in 
the infrastucture, has been going up and 
the consumer expenditure has also been 
increasing. But the private sector indus¬ 
trial investment in 1972 appears to have 
declined sharply. Price control measures 
have been more effective than in the 
neighbouring Netherlands, but consumer 
prices in 1972 appears to have risen by 
about 5.5 per cent. 

In spite of these problems, the Belgian 
economy remains inherently strong. In 
a long term projection made at the end 
of 1970 by the OECD, it was estimated 
that the Belgian economy is likely to grow 
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at an average real rate of 4.8 per cent 
during 1970-75 and 4.6 per cent during 
1975-80. But as the initial momentum 
to growth given by the creation of the 
Community of the Six has largely run its 
course and the delicate problems of de¬ 
mand management in a full employment 
economy has now emerged, it is doubtful 
whether the enlargement of the Commu¬ 
nity would provide sufficient impetus to 
sustain growth rales of such magnitudes 
in the 1970s. 

Indian exports to Belgium showed 
noticeable increase during the 1960s in 
contrast to the sluggish tendency which 
characterised the Indian exports to the 
other members of the Community. By 
1969 h had reached about $ 43 million 
and accounted for nearly 22 per cent of 
India’s exports to the Community in 
that vear. And the share of the im¬ 
ports from India in the total imports of 
Belgium, while remaining minute, showed 
an increase from about 0.31 per cent in 
1959 to 0.43 per cent in 1969. Butin 
1970, the Indian exports to Belgium dec¬ 
lined to about $ 32 million and the re¬ 
covery in 1971 was only marginal with 
the value of the exports reaching only 
about $ 34 million. By 1971 India’s 
share in the total imports of Belgium had 
declined to about 0.27 per cent which is 
lower than what it was ui 1959. 

general trend 

This general trend of Indian exports to 
Belgium characterised by a significant 
increase during the 1960s followed by a 
sharp decline and ihe current stagnation 
has to be seen in the context of the 
commodity composition of this particular 
flow of exports. More than 75 per cent 
of the value of Indian exports to Belgium 
in recent years has been made up by a 
few products such as cut and polished 
diamonds, iron ore. jute manufactures, 
crushed bones, unmanufactured tobacco, 
manganese ore etc. Among these, the 
most rapid rate of growth has been regis¬ 
tered by the re-exports of cut and polish¬ 
ed diamonds which rose from a mere 
$69 thousand in 1959 to more than $25.3 
million in 1969 and accounted for nearly 
60 per cent of the Indian exports to Bel¬ 
gium during the last mentioned year. 

India’s diamond trade with Belgium 
has been developed by a limited number 
of Indian firms which due to the dearth 
of rough diamonds in India and the 
monopolistic nature of the international 
marketing m rough diamonds developed 
the pattern of buying a significant part 
of their requirements in Antwerp, sending 
these to India to be cut and polished and 
re-exporting a substantial part of them to 
the important Antwerp diamond market 


to be sold to purchasers from different 
parts of the world. But, of late, the im¬ 
portance of Antwerp as an international 
market place for cut and polished gems 
has been declining and the amount of 
diamonds sold by the Indian exporters 
through other centres such as Hong Kong 
has been increasing. This export ‘diver¬ 
sion’ has caused a decline in the Indian 
exports of diamonds to Belgium from 
the high level it reached in 1969 and 
partly explains the decrease in the total 
exports of India towards Belgium since 
that year. 

diversification of trade 

To what extent the decline in the re¬ 
exports of diamonds and the relative 
stagnation in the exports of other princi¬ 
pal products will be made up by a 
diversification of the commodity compo¬ 
sition of the exports remains to be seen. 
Indian exports of some of the manufac¬ 
tures and semi manufactures, for exam¬ 
ple, carpets, carpeting and rugs (other 
than knotted), have shown considerable 
expansion, but given the high share they 
have already obtained in the Belgian 
imports of these items from the develop¬ 
ing countries, it is doubtful whether they 
will benefit from the implementation of 
the General Preferential Scheme by the 
Common Market countries. On the other 
hand, more sophisticated manufactures 
and semi-manufactures which India now 


increasingly supplies to the world market 
could benefit frpm the Preferential Sche¬ 
me, provided effective promotion is 
carried out at the market level and supply 
and cost problems can be avoided. But 
India’s emerging industrial image still 
remains largely unknown in Belgium. 

THE NETHERLANDS 

Although the Netherlands have the 
biggest GNP among the Benelux coun¬ 
tries, the Dutch population of 13 million 
is at least 30 per cent more than that of 
Belgium and Luxembourg together. Con¬ 
sequently, the Dutch per capita income 
has remained lower than that of the two 
other Benelux countries. 

Since 1953, the Dutch economy has 
registered a remarkably sustained growth 
with the labour productivity showing 
constant increase. The rhythm of growth 
accelebrated, particularly after 1963, with 
the incrcasingconccntrationof production 
in the capital intensive sectors, the deve¬ 
lopment of the natural gas industry and 
the construction boom. During the 
1960s the gross iixed asset formation of 
the Netherlands which averaged at about 
25-26 per cent of the GNP was one of 
the highest among the European Commu¬ 
nity countries. Growth during this 
period was also stimulated by the steady 
increase in the active labour force and 
exports which expanded at an average 


Belgium: Selected Indicators 


Indicators/Years 

1960 

1962 

1964 

1966 

1968 

1970 

1972 

GNP (in billion 8) 

11.4 

13.0 

15.6 

18.3 

20.8 

25.7 

27.3 

Per capita fncome (in 8) 

1003 

1116 

1317 

1511 

1703 

2104 

... 

GNP deflator (Indices, 








1963 100) 

94.5 

97.2 

104.7 

114.9 

I2I.5 

132.7 

148.3 

Imports (in billion S) 

3.8 

4.4 

5.7 

6.7 

8.0 

10.7 

12.2 

Exports (in billion 8) 

3.7 

4.4 

5.6 

6.6 

7.9 

11.3 

12.5 

Population (in ’000) 

9119 

9221 

9378 

9528 

9619 

9676 


The Netherlands: 

Selected Indicators 




indicators/Years 

I960 

1962 

1964 

1966 

1968 

1970 

1972 

GNP (in billion S) 

11.2 

13.3 

17.2 

20.8 

25.3 

31.3 

33.50 

Per Capita Income (in S) 

806 

927 

J164 

1366 

1617 

1943 

... 

GNP deflator 

89.9 

95.2 

108.0 

121.2 

130.6 

144.4 

164.8 

Exports (in billion 8) 

5.6 

6.3 

7.8 

9.1 

10.8 

15.1 

19.4 

Imporis (in billion 

5.4 

6.2 

8.1 

9.3 

15.5 

15.5 

19.4 

Population (in ’000) 

11.5 

11.6 

12.1 

12.4 

12.7 

13.0 

... 


Note: The figures for 1972 are preliminary estimates 

All the figures given in dollars are at market prices. 

Sources: OEC, Comptes Nationaux 1960-70, Luxembourg 1971. OCDE, Perspectives 
Economiques and rObservateur , 1971 and 1972 issues, Paris. 
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annual rate or more than 10 per cent. At 
the same time, the Netherlands have also 
managed to build up a .social welfare 
system which is perhaps the best in the 
European Community. 

But in spite of its commendable post* 
war record, the Dutch economy is cur- 
, rently going through a period of crisis. 
Inflation is the most important problem 
at present^ The rate of price increase 
which is estimated to have been about 
7.2 per cent in 1972 was the highest 
among the Common Market countries. 
As a result of the uncertain prospects of 
the economy, the industry appears to be 
postponing investment and the current 
imports of investment goods, raw ma¬ 
terials and semimanufactures has been 
falling. Exports are showing a tendency 
to slow down, unemployment has been 
rising and somehow the dynamism that 
characterised the Dutch economy during 
most of the 1960s seem to have mostly 
evaporated. 

contributing factors 

Various factors have contributed to 
the Dutch inflation which has been be¬ 
come increasingly difficult to control. 
Wage increases arrived at through collec¬ 
tive bargaining and which provides for 
compensation due to the rise in consumer 
prices, tax rates etc. in addition to an 
increase in the real purchasing power is 
one of the factors. Increases the in social 
security payments that have ballooned 
during the last decade have been another. 
The geographical investment pattern 
which is tilted heavily in favour of the 
congested western Holland, particularly 
the Rotterdam area, has acted as a built- 
in wage price stimulus. And given the 
importance of the foreign trade sector, 
the Netherlands also tends to import in¬ 
flationary tendencies from other countries. 

It is likely that unless the inflation can 
be soon brought under control, it will 
adversely affect the competitiveness of the 
Dutch export sector which after register¬ 
ing a spectacular increase of about 20 per 
cent in 1969, has continued to grow at 
a more subdued rate with the increase in 
1971 and 1972 estimated to have been 
around 14 to 15 per cent. The balance 
of payment position improved during 
1972, but this has been mainly because 
of the recent sluggish trend in imports. 
The government, before the November 
elections, had put forward the idea of a 
‘social contract* according to which a 
voluntary restraint on the prices and 
wages would be accepted by the unions, 
the industry and government. But given 
the reservations of the industry and the 
opposition of the unions to the idea, it is 
doubtful whether the scheme could be 
implemented effectively to check the in¬ 


flation. Of late, the government seems 
to have finally opted for a system of 
statutory price controls. Doubts can be 
also expressed about the likelihood of the 
acceptance of the 'selective investment 
bill* which proposes to tax further invest¬ 
ment in the overcrowded western part of 
Holland and subsidize such investment 
in other regions. 

The long-term projections of the OECD 
foresaw a 'real* average annual rate of 
growth of 4.7 per cent during 1970-75 
and 4.5 per cent during the period 1975- 
80. The average annual rate of growth 
for the period 1970-75 projected by the 
Dutch experts (4.6 per cent) and by the 
study group of the Commission of the 
European Community (4.5 to 5 per cent) 
are of similar magnitude. But jiven the 
stronger than anticipated inflationary 
pressures and some of its probable con¬ 
sequences indicated above, it is doubtful 
whether growth rates of such an order will 
be achieved during the first half of 1970s. 

In spite of the current problems of the 
Dutch economy and its somewhat subdu¬ 
ed short prospects, the Netherlands are 
likely to maintain its position as a dyna¬ 
mic and prosperous member of the 
European Community with an important 
trading sector. Given its close ties with 
the United Kingdom, it is also likely to 
play a key role in the interchange of in¬ 
creased economic and business activities 
between England and the continent, parti¬ 
cularly during the early phase of the 
enlarged Community. 

Alt this would seem to indicate that 


the Netherlands should be a natural 
focus of attention for Indian exporters 
aiming to obtain a greater foothold in the 
European Community. But India's export 
performances with the Netherlands during 
the last decade has been dismal. With 
the exception of tiny Luxembourg, among 
the European Community countries the 
Netherlands have remained the least im¬ 
portant market for indian goods; account¬ 
ing for less than 10 percent of the Indian 
exports directed to the original 6 members 
of the Common Market. Moreover, 
India’s minute share in the Dutch imports 
has shown a steady decline. Thus, the 
Indian exports to the Netherlands as a per 
centage of the Dutch imports which stood 
at about 0.27 at the beginning of 1960s 
had declined to about 0.16 by the end of; 
the decade. 

The Indian exports of the Netherlands 
consist mainly of traditional products 
such as tea ; jute fabrics, cashew 
kernels, unmanufactured tobacco, bags 
and sacks of textile materials and leather. 
While the Indian exports of some of these 
products, such as tea and cashew kernels 
have registered modest increases during 
the 1960s, others such as unmanufactured 
tobacco have lost ground. In recent 
years, India has also begun to sell, in 1 
very small quantities, lighting fixtures and ] 
fittings and parts, machine tools and 
other manufactures of metal. But neither 
the Indian exports of new manufactures, 
nor that of the traditional products have l 
shown the dynamism sufficient even to| 
maintain India’s market share in the 
Netherlands. 


Microfilm Edition of Eastern Economist 


EASTERN ECONOMIST announces with pleasure that, for the 
benefit of its readers, both at home and abroad, it has made arrange¬ 
ments with University Microfilms of Ann Arbor, Michigan, USA, for the 
latter undertaking the reproduction of Eastern Economist on microfilm 
and through xerographic copies. 

This arrangement covers for the present back issues of Eastern 
Economist starting from January 1971. The question of including issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers soon. It is believed that this service 
will be of particular Interest and value to libraries, business houses, 
firms, government offices and other institutions which may find It useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries tot 
Serial Publications University Microfilms, 300 North Zseb Road, Ann 
Arbor, Michigan 48100, USA. 
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Brain drain in Thailand H, ™T. 


the issue of ‘brain drain’, the move¬ 
ment of high trained manpower from 
developing countries to advanced coun¬ 
tries, has attracted considerable attention 
in India in recent years. The subject 
received importance when Indian physi¬ 
cians and engineers started moving to 
work in Britain, America, Canada and 
other foreign countries. Thailand today 
also faces a similar situation. The Na¬ 
tional Economic Development Board of 
Thailand has tried to assess the extent of 
the problem in the sphere of health 
services. The report completed recently 
should be of interest to India. 

In the first instance it may be pointed 
out that individual ‘migrants’, generally 
balance the costs and benefits and stay 
away only for positive gains. The ‘host’ 
country also gains or else it would not 
admit them. The ‘home’ country, in cases 
where the ‘migrants’ eventually return 
may also profit in the sense that, 
with the help of expensive research faci¬ 
lities and economic incentives available 
abroad, but lacking in the home coun¬ 
tries, the migrants become acquainted 
with the latest techniques or advanced 
knowledge which they may employ to 
advantage when they get back. 

another benefit 

Another possible benefit is the balance 
of payments. Remittances from migrants 
could make an important contribution 
jto the balance of payments. In Turkey, 
for instance, a total of $70 million was 
>ent home in 1965 by Turkish nationals 
who had sought employment in western 
^Europe, although they were mostly 
* unskilled or semi-skilled workers when 
hey left home. 

, !> Perhaps the evident adverse impact of 
wain drain has been due to the cost of 
(ducating the migrants, since the overhead 
Capital invested in them is usually quite 
;ubstantial. Moreover the loss to the 
tome country is often much greater than 
; ,jhe cost of the migrants' education, 
because the outgoing high-level man¬ 
power certainly decreases the annual 
H ccumulation of sophisticated human 
ii ilent and has unfavourable impact on 
/Vie development of the country. 

J Thailand suffers from an acute shor- 
; jigeof physicians. Although Thailand’s 
[i';2r capita income is considerably more 
gjiat that of India, the number of physi- 
Sgjans per capita is lower. While in India 
R'ere is one physician for every 4,830 


f - - -\ 

Mr Hardev Singh, Assistant Editor, 
Eastern Economist , Is now in Bang¬ 
kok, attending a 10-week advanced 
course in development journalism 
organised by the Press Foundation 
of Asia, and the UN Asian Institute. 

V- 4 

inhabitants, in Thailand there is one for 
every 8,575. Table I needs to be seen in 
the light of the fact that during the years 
1965-69 as many as 2,165 physicians left 
the country, while during the same period 
only 1,236 physicians graduated from 
medical schools in Thailand. In other 
words many of the graduates from pre¬ 
vious years joined the exodus. It may 
also be seen that net loss during these 
years was 1,178 physicians, which was 
more or less equal to the number of 
physicians graduating during the period. 
Thus the entire output of medical educa¬ 
tion in the country was lost. 

The government of Thailand has esti¬ 
mated that it spends 140,000 bahts 
$70,000) to train a doctor. The country 
ost 165 million bahts by the loss of 1,178 
physicians. The net loss of physicians 
doubled in 1969 as compared to 1965. 
When seen in the sense of social loss, this 


could appear quite menacing. 

The trend was almost similar in the 
case of nurses, with the difference that 
the extent of net loss was even more 
severe. It may be observed from Table II 
that, as against the 1,806 nurses who 
left during the period 1965-69, only 443 
returned. The exodus therefore made a 
visible impact on the number of nurses 
working m the country who decreased 
from 7,599 in 1969 to 7,088 in 1970. 

The causes identified by the report in¬ 
clude the lack of incentives in Thailand 
while developed countries, particularly 
the US, held out substantial attrac¬ 
tions. This is perhaps natural in view 
of the fact that the US turns out 8,000 
physicians annually while it needs around 
12,000. That country consequently pro¬ 
vides incentives by way of high salaries 
and social prestige. Moreover the higher 
standard of living in the US stimulates 
the process of migration. Scope for 
training in modern techniques, again, 
attracts migration to the US. The 
report also points out that equipment in 
Thailand and also supporting staff are not 
considered satisfactory by the doctors 
who have to work in hospitals. Physicians 
and nurses also find the living conditions 
in the rural areas quite ‘miserable’. 


Table 1 


Number of Physicians Left and Returned to Thailand 


Year 

Left 

Returned 

Difference 


Number 

Index 

1965 

277 

91 

186 

100.0 

1966 

337 

101 

236 

126.9 

1967 

281 

173 

108 

58.1 

1968 

616 

337 

279 

150.0 

1969 

654 

285 

369 

198.4 

Total 

2,165 

987 

1,178 




Table II 




Number of Nurses Left and Returned to Thailand 


Year 

Left 

Returned 

Difference 


Number 

Index 

1965 

153 

35 

118 

100.0 

1966 

200 

30 

170 

144.1 

1967 

250 

102 

148 

125.4 

1968 

573 

142 

431 

365.3 

1969 

630 

134 

496 

420.3 

Total 

1,806 

443 

1,363 
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In any account of the 

welfare of nations, as distinct from the 
wealth or warfare of nations, Harry 
Truman of Hiroshima and Nagasaki is 
best mercifully forgotten. The memory 
of President Truman of Point Four, how¬ 
ever, would deserve to dwell in the hearts 
of men and women of goodwill every¬ 
where. Western observers, commenting 
on his passing away, have naturally re¬ 
called the Marshall Plan for the relief and 
rehabilitation of western Europe after 
the last world war. Point Four was in¬ 
tended to make a start in the direction of 
development assistance for what have now 
come to be known as the countries of the 
Third World. Its main emphasis was on 
technical aid, a concept which at that 
time, was viewed as too limited a concept 
of development assistance. 

If Truman could have 

been regarded as a pioneer of the concept 
of development assistance, the late Lester 
Pearson was undoubtedly one of its most 
magnificent prophets. 1 have always admi¬ 
red the unique quality of the Canadian 
altitude to aid. Whereas in most assisting 
countries the governments have been 
taking the lead in working out program¬ 
mes of development assistance, in Canada 
it is enlightened public opinion which has 
been in the forefront, shaping or stimu¬ 
lating Ottawa’s activity in this area of 
civilised international living. As a result, 
the Canadian approach to aid has been 
humanitarian to a high degree and has 
been far less influenced by politics, let 
alone power politics. In the creation of 
this atmosphere in Canada, great Cana¬ 
dians such as Lester Pearson had played 
a large part. But it was not only as Prime 
Minister of Canada that he made his con¬ 
tribution; in later years too he had labour¬ 
ed unceasingly, as an international elder 
statesman, to keep development assistance 
above the petty politics of participating 
countries, whether assisting or recipient". 
In an article written for the India-Canada 
Supplement published by this journal on 
December 10,1971, Pearson noted, ‘‘In 
monetary terms—an insufficient measure, 

I know—Canadian assistance (to India) 
is now in excess of one billion dollars. 


Indeed, in bilateral net aid terms, Canada 
is second only to the USA in the provision 
of such assistance.” He concluded this 
article with these characteristic sentiments : 
“While there is much goodwill on 
both sides, there is a need foi Indians to 
know more about Canadians and Cana¬ 
dians to know more about Indians. May 
this increased knowledge lead to an even 
friendlier relationship between our two 
countries.” 

The investing of the Chief 

of Army Staff with the rank of Field 
Marsha], the first to be thus honoured by 
the government of independent India, 
has been widely welcomed in the country 
both because of the admiration which the 
Indian people have for this great soldier 
and because it seems a natural footnote 
to the magnificent performance of our 
defence services under his overall com¬ 
mand during the Bangladesh freedom 
struggle and the war with Pakistan. It 
must however be added that the govern¬ 
ment of India has shown less imagina¬ 
tion than it could have done in the matter 
of recognising the worth of this outstand¬ 
ing general for India’s defence. While the 
title of Field Marshal must bring legiti¬ 
mate gratilication to the recipient himself, 
it is obvious that the country would have 
gained in a more practical way had the 
government been politically daring enough 
to arrange for his release from military 
status and appoint him as a civilian 
Minister of Defence. 

In this way his capacity for top level 
direction and coordination of India's 
defence thrust, which did so much to 
bring victory to our arms in 1971, could 
have been effectively utilised. This arrange¬ 
ment would have also had the additional 
advantage of releasing Mr Jagjivan Ram 
from the Defence Ministry so that he 
could take over the Home portfolio from 
the Prime Minister. It is at least a reason¬ 
able proposition that a practical politician 
of the calibre of Mr Jagjivan Ram could 
have been extremely useful in this port¬ 
folio to the Prime Minister in averting or 
dealing with such developments as those 
which have brought about a breakdown 


MOVING 

FINGER 


of the people's peace in that part of our 
country which is Andhra Pradesh. 


The Prime Minister, I 

must say, was unduly sensitive at Bidhan- 
nagar to descriptions in the press of her 
party’s annual conference as a ‘fair’ or a 
‘jamboree’. Was it not possible that Mrs 
Gandhi, on this occasion, was being 
unfair to fairs? The public at least has a 
chance of getting its gate money’s worth 
in the case of a fair. That they got any¬ 
thing at all out of the Bidhannagar meet 
is doubtful. 


This is not to say however that nobody 
profited at or from Bidhannagar. Mr 
Chandra Shekhar, for instance, was able 
to proclaim to the world that he owed 
nothing to anybody for his place on his 
party’s working committee. He is now in 
the happy position of being able to bark 
for himself after having barked for others 
as, for instance, on those occasions when 
he was hounding (the then Deputy 
Prime Minister and Finance Minister) 
Mr Morarji Desai in the Rajya 
Sabha. 


Talking of dogs barking 

reminds me of my good friend Mr. Jag 
Parvesh Chandra’s Letter to the Editor 
which appears elsewhere in this issue 
(page 77). He is welcome to the following 
anecdotes: 


This happened when MrT.T. Krishna- 
machari was Minister for Commerce and 
Industry and the late D.P. Karmarkar 
and Mr Nityanand Kanungo were the 
junior ministers for Commerce and In¬ 
dustry respectively. As TTK walked into 
the Central Hall of Parliament, immedia¬ 
tely after Question Hour one day, an MP 
went to him and said, “We did not see 
you in the Lok Sabha. Karmarkar was 
replying to all the questions.” Quick 
came the reply, “One does not keep a 
dog and bark oneself. 

Another story, which also features 
TTK, goes as follows. That was the time 
when there was quite a flutter in political 
circles in New Delhi when it became 
known that Mr C.D. Deshmukh and 
Mrs Durgabai (as she then was) were 
going to be married. Again, in the Central 
Hall, Mrs Ammu Swaminathan—she was 
then a Member of Parliament—, thinking, 
perhaps, that she was on to a good joke, 
inquired gravely of TTK, “When is your 
turn, TT.” Pal 
came the retort, 

“Is that a pro¬ 
posal, madam?” 
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BOOKS BRIEFLY 


New look at joint management :=£ 
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The demand by workers for right of 
participation in industrial management 
is a natural corollary of the process of 
democratisation. In India, the Industrial 
Disputes Act of 1947 made provision for 
the establishment of Works Committees 
and the tripartite Indian Labour Con¬ 
ference of 1957 launched the Joint 
Management Council (JMC). The JMCs 
and Works Committees have been func¬ 
tioning in India for quite some time and 
there is therefore need to take dis¬ 
passionate look at these democratic insti¬ 
tutions in Indian industries and examine 
their feasibility as well as effectiveness in 
relation to the goals of industry, of trade 
unions and the wider society. There 
have been many studies analysing the 
structure, functions, achievement and 
failures of the JMCs. But, according tothe 
author of The Joint Management Council 
—Problems And Prospects , “the existing 
studies left some gaps in our understand¬ 
ing of the viability of these institutions in 
concrete organizational situations.” 

historical framework 

This study analysing the working of the 
JMC in relation to the historical and insti¬ 
tutional framework as well as in the con¬ 
text of the overall pattern of labour- 
management relations is different, accord¬ 
ing to the author, from the earlier studies. 
In the light of his analysis and findings, 
the author has made an attempt “to iden¬ 
tify the conditions necessary for the suc¬ 
cessful working of the system of joint 
management and suggest a rc-cxa mi na¬ 
tion of the system keeping in mind social 
reality and experience gained so far.” 

Co-operation between management and 


labour can be considered necessary to 
secure the interests of both the groups as 
well as those of the community as a 
whole. This concept was therefore in¬ 
corporated by the government of India 
when the scheme of workers’ participa¬ 
tion in management was proposed. 

functions of JMCs 

According to the author, the functions 
stipulated for JMC were divided into three 
categories: (a) sharing information with 
management; (b) consultation by manage¬ 
ment on matters relating to changes in 
the production system, administration 
of standing orders, etc., etc.; and (c) ad¬ 
ministrative responsibility on matters 
such as welfare, safeguards, training, 
work-schedules, etc. 

The author has taken six units—three 
in the public sector and three in the pri¬ 
vate sector — for his study. He found 
that in all the units under study, a con¬ 
vention of joint consultation already exis¬ 
ted before the introduction of JMCs. 
However in the three private sec- tor 
units, this spirit of consultation went, 
according to the author, far beyond the 
requirements of law as these units had 
“institutionalised joint consultation in 
terms of their specific needs at the depart¬ 
ment and plant levels.” Hence at the 
time of the introduction of JMC these 
units were not merely willing to expedient 
joint consultation but they had some 
first hand experience of the institution 
arising from the awareness of the utility 
of joint consultation. But in the case of 
the three public sector undertakings this 
was not the case and the JMC experi¬ 


ment was launched as a result of the direc¬ 
tives from the government. 

What does the working experience of 
JMC show against this background? 
Once JMC was established in each unit, 
the problem of jurisdiction vis-a-vis the 
functions performed by the Works Com¬ 
mittees and other joint committees for 
matters such as welfare, safety, canteen, 
etc. was inescapable and in the absence of 
any clear directives in this regard from the 
government or from the tripartite labour 
bodies, each of the six units under study 
grappled with the problem of overlapping 
functions in its own and distinct way. This 
was the major problem to be sorted out. 

varied frequency 

For this reason the subjects discussed 
at the meetings of JMC in these units 
and the frequency of their meetings varied 
from unit to unit. In most units, however, 
a significant proportion of the JMC 
discussion related to procedural and mis¬ 
cellaneous matters such as frequency of 
meetings, resolutions of praise and en¬ 
couragement for good work and imple¬ 
mentation of past decisions. 

The other major part related to safety and 
welfare measures, although in most units 
there were separate committees for these 
purposes. The author has come to the con¬ 
clusion on the basis of frequency of meet¬ 
ings and topics discussed that the JMC 
experiment worked somewhat better in 
the three private sector units than in the 
three public sector units, where they were 
introduced by a directive from above. 
From this the author has drawn the con¬ 
clusion that “a joint consultation machi¬ 
nery, in order to be viable and effective, 
should meet the needs of the management 
and the employees at the level of the or¬ 
ganisation.” Outside pressure in the form 
of law or in any other form may not be 
congenial to the development of joint 
consultation.” 

According to the author, the experi¬ 
ment of JMC can be usefully introduced 
in a unit which can satisfy the following 
conditions: (a) Both management and 
labour should have co-operative attitude 
towards each other and positive attitude 
to consultation, (b) Both should realise 
the significance of joint consultation for 
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productivity and efficiency, (c) The^wor- 
kers must have a sound base in union¬ 
ism. (d) Joint consultation should be set 
up not by force or compulsion from out¬ 
side but by genuinely voluntary agreement 
between the two parties, (e) There should 
be a clear demarcation of functions bet¬ 
ween the JMC on the one hand and the 
trade union, union-management commi¬ 
ttee, works committee and such other al¬ 
ready existing committees and consul¬ 
tative bodies on the other. According to 
the author* in the context of these condi¬ 
tions it is easy to understand the failure 
of the JMC in general to make any worth¬ 
while impact on industrial relations in 
India. 

fresh approach 

On the basis of his analysis, the author 
has suggested that the whole concept and 
programme of joint consultation in Indian 
industry deserves to be examined afresh 
in the light of social reality and the ex¬ 
perience gained so far in the field. The 
author feels it necessary to make a clear 
distinction between the concept of wor¬ 
kers' participation in management and 
the concept of joint consultation in indus¬ 
try. While the former must be treated 
as an approach to industrial democracy, 
the latter needs to be looked upon as 
an instrument for the solution of day-to- 
day problems in the unit in the interest of 
productivity and efficiency. The author 
wants that in the present context, greater 
emphasis be placed on joint consultation 
than on joint management. He also wants 
that the machinery for joint consultation 
be overhauled completely to avoid the 
overlapping between its functions and 
functions assigned to other consultative 
bodies. Also, the establishment of the 
JMCs should be on voluntary basis and 
not by compulsion, if they are to make 
any impact on the industrial relations. 
The programme for workers' participa¬ 
tion in management should follow and 
not preceed the programme of JMC. This 
is because if democracy is precipitated 
into an incompatible structure of indus¬ 
try, it is unlkely to yield desired results. 

Like most other books published by 
Shri Ram Centre, this excellent volume 
presents a fine blend of theoretical ana¬ 
lysis and empirical research. The lessons 
drawn from this study are extremely 
valuable and convincing and therefore 
would be found valid for all industrial 
units in Indian industries. The author has 
hardly any personal bias. He has viewed 
things and developments with academic 
objectivity and detachment. The book 
would be found useful to the government, 
management and trade unions both in 
the public and private sectors and to 
scholars who can with profit conduct simi¬ 


lar studies in industrial units in different 
parts of the country. 

HANDICRAFTS INDUSTRY 

M.N. Upadhyay feels that to a consi¬ 
derable section of the Indian planners and 
administrators “handicrafts have yet to 
prove their bona-fides as an active com¬ 
ponent of planned economic develop¬ 
ment.” Economics Of Handicrafts Indus¬ 
try sets forth in a forceful and convinc¬ 
ing way the claims of handicrafts sector. 
This study is based on the author’s thesis 
entitled “Handicrafts of Andhra Pradesh— 
A Study in Growth “which was award¬ 
ed the Ph.D. degree in economics. The 
analysis is based on case studies of five 
handicrafts (government nirmal industry, 
bidriware, himroo, silver filigirce and 
Kondapally toys) of Andhra Pradesh. 
Though the study is restricted to some 
specific handicrafts in only one of the state 
in India, the conclusions drawn and the 
recommendations made are of general 
validity and applicability and hence the 
significance of this book to the general 
readers. 

According to the author, his analysis 
suggests “a compelling case for the de¬ 
velopment of handicrafts as an important 
factor in the national economy.” Limited 
capital equipment, labour-intensive techni¬ 
ques, dispersal of units, extensive use of 
indigenous raw materials and export po¬ 
tentialities indicate the significance of 
handicrafts in a developing country. 

labour intensive techniques 

The author has shown how handicrafts 
can effectively participate in a programme 
of full employment with their small size 
and labour-intensive techniques. They 
are generally of low-capital intensity re¬ 
quiring inexpensive and limited training. 
They are also less dependent on imports 
of raw materials and less liable to wide 
fluctuations. They are of quick maturing 
type and by carrying jobs to places where 
workers stay can overcome the difficulties 
of territorial immobility which charac¬ 
terises a developing economy. The deve¬ 
lopment of handicrafts can be linked with 
the programme of dispersal of metropo¬ 
litan centres which are overcrowded. 
This means agro-industries and the handi¬ 
crafts sector can thus form the basis of 
growth of small-sized towns. The handi¬ 
crafts can also provide spare time em¬ 
ployment to peasants and their families 
helping them to supplement their meagre 
income. In agricultural countries like 
India, this is of particular significance 
because of only seasonal employment in 
the agricultural sector. 

There thus being a very strong case in 
favour of handicrafts, the author has 


made a number of recommendations for 
their systematic development. 

The author is in favour of many struc¬ 
tural and organisational changes. At 
present many bogus handicrafts co-opera¬ 
tives are formed merely to exploh vari¬ 
ous facilities offered by the central and 
state governments. This must stop. He 
recommends that co-opcrativcs be per¬ 
mitted to be formed only by practising 
craftsmen who have a stake in handicrafts 
and who desire to make an honest liv¬ 
ing by taking advantage of governmental 
concessions. This means many of the 
existing co-operatives will have to be dis¬ 
solved and genuine craftsmen in their field 
will have to be asked to form new co-ope¬ 
ratives. This step will remove the ex¬ 
ploiting middlemen so that the price paid 
by consumers will reach the artisan in full 
measure. 

The author also has recommended that 
similar facilities as are made available to 
co-operatives should be made available 
to individual entrepreneurs who may not 
wish to join any co-operative. This will 
encourage bold entrepreneurs to enter 
the field of handicrafts without the fear 
of cumbersome organisational restric¬ 
tions. 

Procurement, processing and storage 
of raw materials are other problems which 
require to be analysed and solved satis¬ 
factorily. Facilities should be made avail¬ 
able for the procurement at reasonable 
prices of raw materials. Inspecting staff 
should sec that the raw materials, especi¬ 
ally imported raw materials, allotted to 
co-operatives are not misused or sold away 
at higher prices in the open or black mar¬ 
ket. In case of scarce raw materials, an 
annual indent should be prepared to en¬ 
sure timely procurement, storage and pro¬ 
per distribution. 

government help 

As regards financial facilities, the author 
wants that government may provide ini¬ 
tial capital to co-opcrativcs or genuine 
practising craftsmen for a period of 10 to 
15 years in the form of interest-free loans. 
This may be made the first charge on pro¬ 
fits. Since most craftsmen arc illiterate, 
formalities for obtaining concessional 
finance from governmental institutions 
should be kept at a minimum. Most of 
the craftsmen may have no adequate 
securities to be given against loans and 
therefore the entire concept of security 
may have to be revised. Faith in the pro¬ 
ductive capacity and efficiency of crafts¬ 
men may be the only security in case of 
many of them. Also, government may 
establish a Handicrafts Credit Insurance 
Fund for guaranteeing loans by recog- 
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nised financial institutions to bona-fide 
craftsmen. 

As regards production techniques, the 
author has recommended that research 
centres should be opened to devise simple 
tools and improved techniques to ensure 
greater production of goods of better qua¬ 
lity. The equipment devised should be of 
reasonably low capital cost and should be 
capable of being used by individual en¬ 
trepreneurs or co-opcrativcs to increase 
efficiency without displacing much labour. 
Hire-purchase facilities should be made 
available to enable craftsmen to purchase 
them without much financial inconveni¬ 
ence. Costlier machines should be made 
available 'on hire-basis through govern¬ 
ment common facility centres which 
should be established at various centres. 

As regards training, the author wants 
that the government should provide ad¬ 
vanced training to practising craftsmen, 
leaving the preliminary training to app¬ 
renticeship system which should be suit¬ 
ably readapted to present circumstances. 

planned publicity 

According to the author, the need for a 
planned and efficient publicity and sales 
promotion drive in regard to handi¬ 
crafts can hardly be overemphasised. He 
feels that though qualitatively our handi- 
i crafts are superior, they are not able to 
make headway primarily due to an un- 
} business like handling of their marketing. 
This is particularly so in regard to ex¬ 
ports of handicrafts. In this connection 
l the role of market research is of particular 
1 significance as handicrafts are to be pro- 
f duced according to individual tastes and 
I requirements. This implies detailed mar- 
? ket research with a view to ascertain co- 
| lour schemes, designs, shapes and price 
Irange. Research must also be conducted 
► in regard to packing and ways and means 
»must be found to produce an attractive 
iand strong package which would be 
■ acceptable and inexpensive. Mobile 
| craft exhibitions, production of coloured 
* films, international exhibitions and trade 
1 fairs are some of the additional steps sug¬ 
gested to popularise handicrafts in India 
Jand abroad. 

While the small-scale and cottage in¬ 
dustries have received a great deal of 
.’attention of the planners, the handicrafts 
jan India have generally come to be neg¬ 
lected. They however constitute an im- 
jjportant sector and would provide con- 
| siderable employment if properly en¬ 
couraged and would add significantly to 
Uhe quantity and variety of social product. 
rfM.N. Upadhyay has done well to draw 
‘ tlention to this comparatively neglected 
cclor. It is earnestly hoped that this study 


would'contribute significantly to the pro¬ 
per appreciation of the handicrafts sector 
which should be assigned its rightful place 
in the developmental plans of the country. 

EDUCATED UNEMPLOYED 

It is really paradoxical that in India with 
its vast illiteracy and low outturn of edu¬ 
cated persons, there is a growing number 
of unemployed educated young men and 
women in the country. There is unem¬ 
ployment even among highly qualified 
doctors and engineers which fact appears 
quite surprising considering their relative¬ 
ly small number. J.P. Saxena in his Educat¬ 
ed Unemployment in India rightly believes 
that the problem of unemployment among 
the educated deserves separate treatment 
from the general problem of unemploy¬ 
ment in the country. There is a need for 
proper appraisal of different aspects of 
the problem such as demographic, educa¬ 
tional, social and economic so that suit¬ 
able policy may be evolved and imple¬ 
mented for satisfactory solution of the 
problem. 

The unemployment among the educated 
has become almost a universal problem 
as the number of educated has been in¬ 
creasing faster than the number of jobs. 
According to the most conservative esti¬ 
mate, the number of educated unemploy¬ 
ed in India was about eight lakhs in 1970; 
and if the part-time or unsuitably employed 
persons are included, the number might 
swell to 15 lakhs. The various studies 
indicate the preponderance or unemploy 
ed among the educated persons in the 
age-group of 18 to 25. The highest inci¬ 
dence of unemployment is among the 
matriculates who constitute about two- 
thirds of the total unemployed educated, 
followed by under-graduates, graduates 
and post-graduates. According to the 
author, the absence of definite job-prefer- 
cnces coupled with lack of professional 
training or skills has made the problem 
of educated unemployed worse con¬ 
founded. Also, the educated have strong 
prejudice against manual work. They 
have become job-hunters without trying 
to become self-employed. The present 
state of unemployment among the edu¬ 
cated has also often resulted in employ¬ 
ing highly educated persons on jobs which 
do not require such high skills. This has 
the result of eroding their confidence, 
ability and occupational dexterity. 

The paradox is that while the educated 
are facing the prospects of unemploy¬ 
ment, there is at the same time shortages 
of workers possessing specialised skills 
such as plumbers, mechanics etc. This 
shortage is more prominent in rural areas 

The author believes that the problem 
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of unemploynfent, among the educated 
can be tackled effectively only through 
proper manpower planning along with 
economic planning. Along with the 
control over supply of labour, he wants 
rapid economic progress, especially manu¬ 
facturing industries by utilising the exist¬ 
ing idle capacities and by additional in 
vestment. He wants the whole system of 
education to be reorganised with restric¬ 
tions on admissions to various courses 
There is a suggestion to open alternative 
courses in vocational and professional 
subjects according to the needs of the 
economy. In this connection vocational 
guidance institutes and mass publicity 
can play an important role. 

The problem of general unemployment 
in India has been discussed umpteen times 
by economists. The only merit of this 
book is that it has brought to forefront 
the problem of unemployment among the 
educated in India. But even on this prob¬ 
lem the author has nothing original to 
say or nothing new to add. 

Unfortunately the problem of unem¬ 
ployment has not received proper atten¬ 
tion of the planners who are even today 
trying to solve the problem by setting up 
a special cell in the planning commission 
and setting apart a few crores for the 
purpose. This approach explains the 
increasing backlog of unemployment 
as years go by making the pro¬ 
blem more acute. It is not yet ade¬ 
quately realised that unless the whole Plan 
is made employment-oriented, the prob¬ 
lem cannot be tackled successfully. The 
problem of employment concerns the 
volume and pattern of investment, the 
techniques of production, rapid indust¬ 
rialisation and the dispersal of industries, 
development of small-scale and cottage 
industries, the village works programmes, 
educational policy and effective popula¬ 
tion policy. Any attempt to solve this 
colossal problem by ad hoc ‘crash pro¬ 
grammes’ is doomed to failure. 

CAPITAL FORMATION 

There has been virtually “a revolution 
in tne interpretation of the role of capital 
in the British Industrial Revolution with 
wide implications for other case histories 
of industrialization and about capital 
theory and about development econo¬ 
mies. “Capital has played a fundamentally 
important role in many interpretations of 
the industrial revolution of England in 
the 18th century. In the abundance of 
capital in the 18th century, Britain has 
often been seen as having a unique ad¬ 
vantage which explained England’s early 
start on way to industrial revolution. 
Until very recent times, however, there 
was no systematic analysis of this problem 
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of capital formation in Britain during the 
18th century and of the part it played in 
bringing about the industrial revolution* 
This book Capital Formation in the Indus - 
trial Revolution is an excellent collec¬ 
tion of essays by eminent economic his¬ 
torians as such as NLM. Postan, Philips 
Deane, Sidney Pollard, Francois Crouz^t, 
BX. Anderson and Herbert Heaton. It 
reflects recent trends in economic 
thought “showing that the industrial 
revolution dM not arise as the result of 
notable acceleration in capital formation 
and that the low standard of living of the 
working class was not due to the require¬ 
ments of capital formation/’ According 
to many economic historians “The im¬ 
provement in the quality of the capital 
stock and its increasing efficiency were, 
however, a crucial factor in the industrial 
revolution/’ 

research in depth 

A new type of research in depth is being 
undertaken in the field of economic his¬ 
tory by a number of scholars in Britain. 
Such research mas made many eco¬ 
nomic historians “sceptical about the uni¬ 
que role capita) was formerly supposed to 
have played in the beginning of modern 
economic growth.” They have given up 
the simple neo-classical models in which 
increased capital accumulation led to the 
industrial revolution in 18th century Bri¬ 
tain. They find little evidence cither of a 
shortage of capital or of any sharp in¬ 
crease in capital formation proportions 
before and during the industrial revolu¬ 
tion which according to the new school 
was achieved with a low average net in¬ 
vestment and did not put great strain on 
the supply of capital. Several authors are 
indeed tempted “to stress an inverse re¬ 
lation between the two phenomena: 
capital accumulation appears to them as 
a result rather than a pre-condition of 
industrial revolution. Capital formation 
as a response to the growth of income ra¬ 
ther than creator of it, and a spurt of in¬ 
come as having preceded an acceleration 
of investment.” A basic development 
during the industrial revolution, accord¬ 
ing to many authors in this volume was 
“ the increasing efficiency in the use of 
capital goods.” The flow of technologi¬ 
cal, organisational, administrative and 
financial innovation was first and fore¬ 
most a technological revolution. 

If the above finding is correct, it has an 
important implication for developing 
countries like India where greater and 
greater proportion of capital accumula- 
tipn and investment is being insisted upon 
as not only an essential condition of more 
rapid economic progress but is thought of 
by some as if it were a sufficient condi¬ 
tion. This attitude is apparent in ad¬ 
ministrators who are insisting on further 
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cutting down the level of consumption of 
people by heavier taxation and increasing 
the proportion of investment out of the 
national income. This approach is based 
on the assumption of constant capital: 
output ratio which however is not a valid 
assumption. As an eminent economist 
has put it, further economic progress is 
possible without addition to investment 
and conversely additional investment i.e. 
investment of greater proportion of na¬ 
tional income may actually produce the 
opposite effect. Indian planners should 
take note of this and they will do well 
to concentrate on making more effective 
use of the existing capital assets before 
thinking of making further additions to 
capital resources of the country. More 
rapid economic growth in the Indian 
economy is certainly possible without in¬ 
sisting on a higher proportion (of the 
national income) of investment. 

Another thing of which the reader be¬ 
come aware after reading this excellent 
piece of historical research is the excee¬ 
dingly poor quality of Indian literature on 
its economic history. A vast field remains 
unexplored. A proper analysis of our 
historical past might provide us with 
certain useful lessons and guidelines for 
our future progress which may not be 
achieved by mere blind adoption of the 
models and theories of economic develop¬ 
ment based on western conditions and ex¬ 
perience. 

ENJOYABLE ECONOMICS 

Economic literature in general and by 
Indian authors in particular makes dull 
reading, a few exceptions there may be 
though. Statitical tables and small- 
lettered heavy footnotes only add to that 
dullness. There has not yet been an Indian 
author of the type of Robert L. Heilbroner 
who writes on economic subjects with gusto 
and a sense of humour often effecting 
the borderline between economics and 
literature. It is therefore extremely re¬ 
freshing to come across a book, once in 
a way, of the type of Economic and Mana¬ 
gerial Environment In India . The author 
writes with puckish humour and enter¬ 
taining sarcasm making the reading of this 
. book not only instructive but also enjoy¬ 
able. 

The book is a collection of articles which 
the author wrote at various times and on 
various topics. Of the two parts, the first 
deals with “Economic Perspective”. This 
part highlights the features of our con¬ 
temporary economic environment, in¬ 
cluding Indian socialism, the jobless mil¬ 
lions, the planning machinery, industrial 
licensing policy, national wage policy and 
trade and aid barriers to economic deve¬ 
lopment. 

In his essay on ,‘lndian Economic En- 
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vironment’, along with other things, the 
author has drawn attention to various 
contradictions in the Indian economic 
situation. Thus, though we are one of the 
poorest countries in the world, we lost 
about 19 million mandays in 1971 which 
is more than the mandays lost in West 
Germany during the same year; while 
our greatest need is hard work for in¬ 
creasing production and wealth, on an 
average an Indian does not put more 
than 100 days* work per year; while we 
have excess capacity in many industries, 
we keep on glibly talking about creating 
additional productive capacity; we have 
a comprehensive monopoly legislation 
and yet huge public monopolies are al¬ 
legedly harmless and outside the orbit of 
monopoly legislation; while professing to 
adhere to the policy of non-alignment, 
our defence expenditure is mounting 
and is bigger than our expenditure on 
welfare activities; while eighty per cent 
of our population is below the age of 
45, our decision-makers are old men 
quite removed from the young; while 
unemployment among the young educa¬ 
ted is growing, there is no hurry among 
people of over sixty years to retire; while 
aiming at distributing land among the 
rural poor and the landless, the move¬ 
ment has ended in the emergence of a 
class of Indian kulaks ; though we have 
been concentrating on family planning and 
population curbs, wc continue to add one 
more Punjab or one more Australia to 
our population each year; while we pay 
lip sympathy to the preachings of Gandhi- 
ji, illicit distillation, betting, gambling, 
black-marketing, corruption and misuse 
of power are rampant; while central 
finances are in doldrums, the tax arrears 
amount to Rs 900 crorcs, and despite 
strict import restrictions our major cities 
are hot markets for all types of costly 
imported luxury goods. Wc seem to be 
living either by guess or by God! Accord¬ 
ing to the author a keen awareness of 
this prevailing environment is absolutely 
necessary if wc have to evolve proper 
policies. Our administrators however 
seem to be living in the world of their own 
illusions. { 

unacceptable doctrine 

Writing about Indian socialism, the 
author has remarked that India is perhaps 
the only country where so large a pro¬ 
portion of population owns property or 
is at least economically independent of 
the state. India is a country of small pro¬ 
prietors and it is the dream of every far¬ 
mer to own atleast a small piece of land. 
The society is cast-ridden and people 
are extremely religious. No wonder, 
against this background, according to 
the author, the western type of sobi&lism 
proved unacceptable to the large majority 
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of people in India while orthodox Marxist 
Party lost its opportunity in India 
through an unintelligent and crude imi¬ 
tative orthodoxy. Neglect of peasantry 
and denouncing of Gandhjii as the hirel¬ 
ing of the British imperialists failed to 
link them up with the Indian peasantry 
and the broad masses. It should be obvi¬ 
ous that any foreign brand of socialism 
will be found unacceptable and unwork¬ 
able in India. What is needed is a social¬ 
ism of indigenous variety in conformity, 
with its culture and history. Such a 
brand of socialism is yet to em rgc in 
India. 

Unemployment is among the most 
alarming social problem of our time. 
Analysing the causes of unemployment 
along traditional lines, the author has 
suggested that employment generation 
will have to be given top priority to solve 
this growing problem. This according to 
the author requires a through review of 
our ideological standpoint, of our views 
regarding concentration of economic 
power, monopolies and foreign capitul. 

For quite some time there has been 
considerable doubt and indecision on the 
composition and functions of the Planning 
Commission. The author's interviews 
(which are reproduced in this book) with 
G.L. Mehta, Asoka Mehta, Tarlok Singh, 
N. Dandekar, Renii Chakravarti, Bal- 
wanirai Mehta, G.L. Bansal, Chester 
Bowles and Dougleats Ensminger are ex¬ 
tremely thought-provoking. The author 
rightly feels that we do not easily learn 
from our past mistakes and the fad is 
growing in India whereby it is felt that “all 
that was needed to create a new culture or 
philosophy in any organisation was to 
shift around a few people at the top." 

instructive essay 

Essay on national wages policy is very 
instructive. Having traced the evolution 
of the national wage policy, the author 
has concluded that the present system 
of wage fixation in India has failed. 
Among the essential steps suggested for 
the reformation of the national wages 
policy are: (1) Abolition of the existing 
system; (2) Revision of basic wages on 
need-based formula at current prices; 
and (3) Future wage escalations to be 
based on bipartite negotiations at the unit 
level between employers and unions 
through collective bargaining. 

Part two of the book is concerned with 
“Managerial Perspective" and contains 
articles on topics such as anatomy of 
corporate planning, role of an economist 
in industry, organisational planning, job 
evaluation, career planning and training 
profession in India. 

By reading this part one gets the im¬ 


pression that various managerial subjects 
which are trying to develop are still in 
the formative stage and hardly deserve to 
be ranked to the status of sciences. The 
nature of the subject indicates that it is 
more of an art than a science where logi¬ 
cal analysis and definite conclusions are 
possible. Though certain broad genera¬ 
lisations are arrived at in regard to jobs 
evaluation and organisational planning, 
they are in very general terms and will 
provide only a broad framework and not 
concrete guidelines to people concerned. 
Of course this is not the fault of the author 
but is inherent in the subject itself. But 
even here the treatment by the author is 
quite interesting. 

While most of the material may be 
found in various other books, it is the 
style of the author which is unique and 
which makes the reading of the book 
quite entertaining. 

ALTERNATIVE SYSTEMS 

Comparison Of Economic Systems is the 
product of a research conference on the 
scope, method and theory of comparative 
economic systems, held at the University 
of Michigan in 1968. This volume repre¬ 
sents an attempt to contribute to the study 
of economic systems by, (a) providing an 
analytical framework for the study of 
economic systems, (b) exploring alterna¬ 
tive methodological approaches in the 
analysis of these systems, and (c) probing 
some of the critical issues. 

Comparative economic systems began to 
emerge as a distinct branch of economics 
with the crystallisation of a new econo¬ 
mic system in the Soviet Union. Initially 
courses developed often aimed at demons¬ 
trating the weaknesses of the Soviet system 
and the corresponding superiority of capi¬ 
talism. At times and particularly after 
the great depression of 1929, the approach 
was reversed and attention came to be 
focussed critically on defects of capitalism. 

The emphasis initially was on the grand 
‘isms', namely capitalism, socialism, com¬ 
munism and fascism. The field of analysis 
was strongly influenced by the traditional 
comparative government approach and 
many of the categories were political and 
ideological rather than economic. The 
central concern then appeared to be the 
compatibility of political democracy with 
centrally directed economic planning. 

Parallel with these policy-oriented de¬ 
bates, a theoretical controversy developed, 
of far-reaching importance in the study of 
comparative economics. This contro¬ 
versy revolved largely round the possibi¬ 
lities of rational and efficient resource 
allocation and ...utilisation under social¬ 


ism or more specifically in centrally plan¬ 
ned economies with publically owned 
factors of production. Such issues then 
posed by Von Mises, Hayak, Lange and 
many others raised the theoretical level of 
discussion in comparative economics and 
had profound impact on the development 
of this field as evidenced by some of the 
essays in this volume. The work on the 
economic theory of socialism developed 
later on by other writers has influenced 
the methodology of comparative econo¬ 
mics in other ways as well. The introduc¬ 
tion of model systems or systems model 
as an analytical device can thus be traced 
to this interest in the economic theory of 
socialism. 

Talking in terms of ‘isms’, the question 
that is raised at present is: How useful 
are these labels or categories (such as 
capitalism, communism, etc.) in the econo¬ 
mic system behaviour and performance? 
Do not these labels confuse rather than 
enlighten? Do they not represent myths? 
In what sense can the US economy be 
regarded as a prototype of a capitalist 
economy, Britain of a socialist economy 
and Soviet Union of a communist econo¬ 
my as outlined in most of the compara¬ 
tive systems text books? In terms of what 
criteria can the British economy be re¬ 
garded as a more socialist or less capi- 
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talist than the system 'prevailing in the 
USA? 

At present the approach is less politi¬ 
cal and ideological and more analytical 
and 'operational. The focus has shifted 
somewhat from “a holistic comparison 
of total systems to a comparative study of 
traits, institutions and problems that cut 
across systems. “This new approach in¬ 
volves a comparative study* of the conse¬ 
quences of industrialisation, the impact 
of technological progress, the size of large- 
scale organisation, bureaucratization of 
such organisation, and the dilemmas of 
decision-making inherent in the rise of 
these bureaucracies in different types of 
economies. “The performance of different 
economic systems is being judged not 
with reference to political ideologies but 
with reference to certain explicitly stated 
criteria such as economic growth, effi¬ 
ciency and stability. Along with this, 
more consideration is being given to diffe¬ 
rent economic systems ” as a series on a 
continuum or a spectrum rather than as 
polar opposites, coupled with a recogni¬ 
tion that all economies represent mixed 
rather than pure systems." 

And thus at present we talk of ‘conver¬ 
gence thesis’ which implies that the ideo¬ 
logical purity of capitalism and commun¬ 
ism has disappeared and all systems have 
become mixed systems. The Russian 
communism is thus attempting to incor¬ 
porate in its system some of the ‘capita¬ 
list’ devices such as market mechanism, 
profit motive, consumer freedom and so 
on while capitalist system in most of the 
western countries is making use of some 
of the so-called ‘communist’ devices such 
as state regulation, price control, restric¬ 
tions on private property, nationalisa¬ 
tion and economic planning. Technolo¬ 
gical revolution in capitalist and commu¬ 
nist countries has brought about this 
drastic change. Eminent economists 
whose articles are included in this book 
have analysed all these problems re¬ 
garding approach, methodology and 
performance of these economic systems. 


BUSINESS DIRECTORIES 


Reviewed by B. Gan apathy Sarma 

Indian Business Directory—Exporters, 
Importers nnd Manufacturers : Compiled 
and' published by the Indian National 
Committee of the International Chamber 
of Commerce, Federation House, New 
Delhi-1; Pp 334; Price Rs 40. 

Encouraged by the enthusiastic response 
to the first edition of this Directory, the 
ICC has brought out a second and more 
comprehensive edition, which includes 
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particulars of as many is 2,000 firms. 
Besides giving more details about impor¬ 
ters and exporters, the ICC has added a 
new section which lists prominent 
manufacturers. The Directory includes 
useful information about matters such as 
guidelines for. foreign collaboration im¬ 
port and export control procedures, arbi¬ 
tration facilities, important chambers of 
commerce and industrial associations in 
India and abroad. 

Dictionary of Business and Management: 

K.C. Parikh; N.M. Tripathi Private Ltd, 
164, Samaldas Gandhi Marg, Bombay-2; 
Pp 403; Price Rs 32. 

Mr K. C. Parikh’s attempt in compil¬ 
ing a composite dictionary, claimed to 


' be the first of its kind, dealing with 
both business and management terms 
in a tingle volume will certainly be 
a welcome addition to the literature 
on industrial economics and business 
management. Written in simple language, 
this Diaionary gives meanings 6f about 
6000 terms and makes them as precise, 
clear and intelligible as possible. The 
subjects dealt with include, work study, 
marketing, purchasing financing, account¬ 
ing, personnel management, office ma¬ 
nagement, organisation and methods, 
stock control, business law and a variety 
of other topics. Features such as cross 
references, and a subject-wise bibliogra¬ 
phy enhances the utility of this bibliogra¬ 
phy. In short, this publication is a book 
of reference. 


BOOKS RECEIVED 


Principles and Arithmetic of Foreign Ex¬ 
change : O.S. Ramamucty; Suneja 

Publishers, 31/13, East Patel Nagar, New 
Delhi; Pp. 217-f-xi; Price Rs 15. 

World Bank Operations : Sectoral Pro¬ 
grammes Sc Policies: Published for the 
International Bank for Reconstruction 
and Development by the Johns Hopkins 
Press, Baltimore, Maryland, 21218; Pp. 
513; Price 84.95 (paper) 


Intensive Agriculture and Modern Inputs 
(Prospects of Small Farmers—A Study 
in West Godavari District : Waheedud- 
din Khan and R.N. Tripathy; National 
Institute of Community Development, 
Rajendranagar; Hyderabad-30; Pp. 
124; Price Rs 16.00. 


Child Welfare: Existing Conditions and 
Parental Attitudes , A purposive Study 
in Andhra Pradesh: B.C. Muthayya; 
National Institute of Community De¬ 
velopment, Hyderabad; Pp. 184; price 
Rs 20. 


Working of Stock Exchanges in India: U.L. 
Gupta; Thomson Press (India) Ltd; 
Publication Division, 19 Malcha Marg, 
Diplomatic Enclave, New Delhi; Pp. 
335; Price Rs 42. 


My Years with Nehru: 1948-64: B.N. Mul- 
lik; Allied Publishers; 13/14 Asaf Ali 
Road, New Delhi; Pp. 475; Price Rs 
25. 


Prices , Markets and Welfare: David Col- 
lard; Faber and Faber Ltd, 3, Queen 

63 


Square London, WC1; Pp. 210; Price 
£1.75 net (paper cover): 

Finance of Foreign Trade: L.R. Suneja; 
Bankers Publishing Centre, 26, South 
Patel Nagar, New Delhi-8; Pp. 64(5+ 
lxxx; Price Rs 22.50. 

Cheraos and Labour Unrest in West Bengal: 
K.N. Vaid; Shri Ram Centre for In¬ 
dustrial Relations and Human Re¬ 
sources, 5, Pusa Road, New Delhi 
110005; Pp. 252; price Rs 30. 

The Russian Secret. Police : Muscovite , 
Imperial Russian and Soviet Political 
Security Operations: 1565 — 1970 ; 

Ronald Hingley; National Academy, 
9, Ansari Market, Dclhi-6; Pp. 305 
price Rs 6. 

Road User Charges in Central America: 
Anthony Churchill; International Bank 
for Reconstruction and Development; 
Distributed by The John Hopkins Uni¬ 
versity Press, Baltimore, Maryland 
21218; Pp. 176; Price $5. 

Charisma , Stability and Change (An Ana¬ 
lysis of Bhoodan—Gramdan Movement in 
India ): T.K. Oommen; Thomson Press 
(India) Ltd; Pp. 183; Price Rs 30. 

Dateline Mujibnagar : Arun Bhatta* 
charjee; Vikas Publishing House Pvt 
Ltd, 5, Daryaganj, Ansari Road, Delhi- 
6; Pp. 256; Price Rs 30. 

Literacy 1969-1971; (Progress achieved in 
literacy thoughout the World): Published 
by UNESCO; Pp. 128. 
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TRADE 

WINDS 


UK Enters EEC 

Tiir New Year Day witnessed 
the historic event of' Britain, 
Ireland and Denmark formally 
joining the six founder mem¬ 
bers of the Community to 
form the world's largest trad¬ 
ing power and the second lar¬ 
gest economic unit after the 
United States. Obviously the 
commercial policies of such a 
monolithic trading bloc would 
have considerable global im¬ 
plications. 

UK Serves Trade 
Notice 

Britain has given India one 
month’s notice for the termi¬ 
nation of the trade agreement 
of 1939 under which India 
enjoys Commonwealth pre¬ 
ferences. As new arrange¬ 
ments are to be worked out 
bilaterally by India and 
Britain, representatives of the 
two governments will be meet¬ 
ing in London shortly to dis¬ 
cuss the matter. These ar¬ 
rangements would replace the 
Indo-British trade arrangement 
which would stand terminated 
from February 1,1973. The 
Indo-British trade agreement 
is being terminated since its 
provisions are incompatible 
with the first steps the British 
government had to take to 
adapt itself with the common 
agricultural policy of the 
Common Market. 

General Insurance 
Corporation 

The General Insurance Cor¬ 
poration of India, with efTcct 
from January 1,1973, will 
function as an apex body for 
supervising and guiding all 
general insurers, and holding 
all the shares of all the natio¬ 
nalised insurance companies. 
The undertakings in India of 
insurers who are not Indian 


companies, have been merged 
in one of the following four 
Indian insurance companies: 
Oriental Fire & General In¬ 
surance Co. Ltd, to be based 
in Delhi, National Insurance 
Co. Ltd, based in Calcutta, 
United India Fire & General 
Insurance Co. Ltd, based in 
Madras, and New India As¬ 
surance Co. Ltd, based in 
Bombay. These four compa¬ 
nies will ultimately be the 
only operating companies with 
whom all the other insurance 
companies will be merged. As 
a first step towards the merger 
of the other companies there 
will be four groups of com¬ 
panies one each at Delhi, Cal¬ 
cutta, Madras and Bombay. 
Under the group working all 
the Indian insurance compa¬ 
nies (except the Close Fund 
Companies) will transact busi¬ 
ness on country-wide basis 
in their own names. The 
business transacted by the Life 
Insurance Corporation of 
India (General Insurance De¬ 
partment) is taken over by the 
four ultimate companies. 
However, such business will 
continue to be serviced for the 
present al the offices of the 
Life Insurance Corporation of 
India where it was being ser¬ 
viced before. 

Emergency Risks 
Insurance 

The government of India has 
notified the premium rate for 
the quarter January 1 to March 
31,1973. No premium will be 
payable for a policy in force 
on December 31, 1972 under 
cither Goods or Undertakings 
scheme. Premium for the 
Goods-Properties becoming 
insurable for the first time on 
or after January 1,1973 as well 
as for any increase in the value 
of Goods-Properties insured 
under the policy subsisting on 


December 31, 1972, will be 
payable as under: "Goods* 
Scheme—at the rate of 6 paise 
for every Rs 100 or part there* 
of of the insurable value; 
“Undertakings 1 * Scheme—at 
the rate of 10 paise for every 
Rs 100 or part thereof of the 
insurable value. 

Exchange from Joint 
Ventures 

Foreign exchange earnings of 
India's joint collaboration ven¬ 
tures abroad so far totalled 
Rs 11.43 million by way of 
dividends, technical know-how 
fees, managerial fees and other 
related payments. Additionally, 
the extra exports effected from 
India towards joint venture 
projects were of the order of 
Rs 68.27 million. The areas of 
manufacture and servicing un¬ 
dertaken by the Indian firms 
in overseas joint ventures 
mainly included textile mills, 
paper mills, steel rolling mills, 
sugar mills, cement plant, oil 
fractionating plant, pharmaceu¬ 
tical units, soap, vanaspati, 
glycerine, cycle and scooter 
joint units, automobile radia¬ 
tors units and hotels. 

Car Prices Fixed 

The government of India 
has decided to fix the prices of 
Ambassador at Rs 17,170, 
Fiat 1100-D or Premier-Presi¬ 
dent at Rs 16,456 and Stan¬ 
dard Herald/Standard Gazel 
at Rs 16,539. The prices are 
ex-factory prices inclusive of 
dealer's commission and do 
not include excise duties, cent¬ 
ral sales tax and local taxes, if 
any, and transportation char¬ 
ges. These prices will be opera¬ 
tive up-to June 30, 1973. 

Inter-State Transport 
Agreement 

The western zone inter-state 
transport agreement for goods 
traffic came into force on 
January 1,1973. The parti¬ 
cipating states are Gujarat, 
Haryana, Madhya Pradesh, 
Maharashtra, Pui\jab, Rajas¬ 
than Uttar Pradesh and Delhi. 
Under the scheme, goods 
vehicles can operate over the 
national and state highways 
in any of the participating 
states/union territories without 
obtaining counter signatures. 


An operator will pay the motor 
vehicle tax and the goods tax 
to the home state and f In ad¬ 
dition, nay a composite sum 
of Rs 700 per annum per state. 
An operator would be allowed 
to chose a minimum of four 
states that is the home state 
and any three other states. 
The number of composite per¬ 
mits to be issued by each state 
will be limited to 200. The 
scheme will be in operation 
initially for a period of two 
years. Introduced by the Inter- 
State Transport Commission, 
a similar arrangement has been 
successfully operating in the 
southern zone for the past six 
years. The zone comprises 
Andhra Pradesh, Kerala, 
Maharashtra, Mysore and 
Tamil Nadu. 

Trade Fairs 

India will participate in 
Milan International Trade Fair 
to be held at Milan, Italy, 
from April 12 to 24, 1973 and 
in Consumer Goods Fair to be 
held at Brno (Czechoslovakia) 
from April 7 to 15, 1973. In 
the Milan Fair, emphasis will 
mainly be laid on engineering 
products. Other items to be 
displayed in the Fair will be 
manufactured goods such as 
coir mats, carpets, jute manu¬ 
factures and cotton manufac¬ 
tures; handloom textiles and 
handi crafts; semi-finished 
goods and foodstuffs. In the 
Brno Fair, the Indian pavilion 
will have seven sections dis¬ 
playing glasswares, leather 
and leather goods, textiles, 
furniture, carpets and curtains, 
electrical engineering equip¬ 
ment of consumers’ interest, 
industrial goods and food¬ 
stuffs. 

Electronic Convention 

The first annual convention 
and exhibition of the India 
section of the Institute of 
Electrical and Electronic En¬ 
gineers Inc. (US) will be held 
in Bombay for three days from 
January 31. The theme will 
be “engineering excellence— 
new horizons”, and capers will 
be presented by leaders in the 
fields of television, energy sys¬ 
tems, computers, power con¬ 
versions, electron devices. 
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THIS IS ONLY AN ANNOUNCEMENT REGARDING ISSUE OF 1,44,Q00 EQUITY 
SHARES OF RS. 10/- EACH AND 6,000 9.5% CUMULATIVE PREFERENCE 
SHARES OF RS. 100/- EACH AND NOT A PROSPECTUS 

HARYANA COATED PAPERS LIMITED 

(Incorporated on 14th June 1971 under the Companies Act, 1956) 

(Registered Office: 18-C, Nizamuddin West, New Delhi) 

PROPOSED ACTIVITIES OF THE COMPANY. 


The Company has been licensed to set up a factory for the 
manufacture of 1800 Tonnes per annum of Art and Chromo 
Paper in the stale of Haryana. The land for the proposed unit 
has been acquired at 14/1 Mile Stone, Delhi-Mathura Road, 
Faridabad. 

Building construction has been taken up in hand and some 
orders for plant and equipment have been placed and it is expec¬ 
ted that the Company will go into commercial production by 
the end of January 1974. 

The total cost of the Project is estimated at Rs 81 lakhs, part 
of which is to be met by loans from Industrial Finance Corpo¬ 
ration of India, who has sanctioned the required loan. 

Long term arrangement have also been made for procuring 
base paper from Messrs Ballarpur Paper & Straw Board Mills 
Limited and clay from the Fnglish Indian Clays Limited. 

SHARK CAPITAL 
AUTHORISED 

Rs 

4,00,000 Equity Shares of Rs 10/- each 40,00,000 

10,000 9.5°,, Cumulative Preference Shares of 
Rs 100/- each 10,00,000 

50,00,000 


Issued, Subscribed and paid up: 

24,800 Equity Shares of Rs 10/- each fully paid-up 2,48,000 

71,200 Equity Shares of Rs 10/- each of which [Rs 
5/- per Share has been paid up 3,56,000 

6,04.000 

Present issue now offered for public subscription for cash at par 

1,44,000 Euity Shares of Rs 10/- each 14,40,000 

6,000 9.5 ° (> Redeemable Cumulative Preference 
Shares of Rs 100/- each 6,00.000 

20,4Q,000 


Term? of Payment 

Equity 

Shares 

Redeemable 

Cumulative 

Prefereace 

Shares 


Rs 

Rs 

On application 

2.50 

25.00 

On allotment 

2.50 

25.00 

By two equal calls each to be be 

made on 


equity and preference shares by the 


Board of Directors after three months 


from the date of allotment 

but with 


an interval of not less than two months 


between the calls 

5.00 50.00 


10.00 100.00 


Note: The balance amount, if any, paid on application will be ad¬ 
justed towards the amount payable on allotment of shares 
actually allotted to the applicant concerned. 

Failure to pay the amount due on allotment or call will 
render the shares, including the amount already paid up on 
them, liable to forfeiture. 

Underwriters: 

The entire issue now offered for Public is underwritten as de¬ 
tailed below: 


Name and address of the Underwriters Nominal Nominal 

value value 
of Redeero- 

Equity able 

Shares Cumula- 

under- tive 

written Preferen¬ 

ce Shares 
under¬ 
written 


Rs Rs 

1. Industrial Development Bank of In¬ 
dia, Bank of Baroda Building, J6, Par- 
liamcnt Street, New Delhi 5,00,000 1,00,000 
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R$ 


Rs 


2. Industrial Finance Corporation of In¬ 
dia, Bank of Baroda Building, 16, 
Parliament Street, New Delhi 

3. The Industrial Credit and Investment 
Corporation of India Limited, 163, 
Backbay Reclamation, Bombay 

4. Champaklal Devidas, Bhupen Cham¬ 
bers, Dalai Street, Fort, Bombay 

5. Maganlal T. Vora, 33, Bhupen Cham¬ 
bers, Dalai Street, Fort, Bombay 

6. Stewart & Co., Post Box No 291, 14, 
India Exchange Place, Calcutta 

7. Dayco, 154, Dharamtolla Street, Cal¬ 
cutta 


2,00,000 3,00,000 


2,00,000 


4,40,000 

50,000 

2,00,000 

50,000 


14,40,000 6,00,000 


Board of Directors : 


Name and address 


Shri B.K. Nehru, (Chairman) 
I, Western Avenue, 
Maharani Bagh, New Delhi 


2. Shri Gajendra Kumar 
49, Sunder Nagar, 

New Delhi. 

3. Dr. Bansi Dhar Panda, 

Vill. Madhuban, 

P.O. Barang, P.S. Sadar, 
Dist. Cuttack 


4. Shri Rajan Nanda, 

12, Jor Bagh, 

New Delhi. 


Occupation and other director¬ 
ships 


Industrial & Management Con¬ 
sultant, Director General of: 
All India Management Asso¬ 
ciation, 

Director of: Kalinga Tubes 
Limited. 

Technical & Commercial Exe¬ 
cutive, Joint Managing Director 
of: 

Hastinapur Metals Pvt. Ltd. 

Industrialist, 

Managing Director of: 

Indian Metals & Ferro Alloys 
Ltd., 

Director of: B. Panda & Co. 
Pvt. Ltd., 

Member of: American Institute 
of Mining, Metallurgy & Petro¬ 
leum Engg., London Institute 
of Metals, American Society 
of Metals, and Indian Stan¬ 
dards Institution. 

Industrialist, 

Joint Managing Director of: 
Escorts Limited, 

Managing Director of: 

Escorts Tractors Limited., 
Director of: Sharpedge Limit¬ 
ed, Goetze (India) Limited. 


5. Shri Ripu Daman fihagat, 

9, Link Road, 

New Delhi. 


6. Shri Prem Patnaik 
Managing Director Designate, 
2, Central Avenue, 

Maharani Bagh, 

New Delhi. 


Bank of Baroda, 

Bank of Baroda Building, 
16, Parliament Street, 

New Delhi. 

Legal Advisers. 

Rajinder Narain & Co., 
Advocates, 

14 F. Nahar House, 
Connaught Place, 

New Delhi. 

Auditors: 

Kumar, Grover & Co., 
Chartered Accountants, 


Member of: Harparshad & Co 
Pvt. Ltd., Intercontinent (Tra- 
vancore) Pvt. Ltd. 

Partner of: Young Farmers. 

Industrialist, Director—Bhagat 
Industrial Corporation Ltd., 
Khasa. Bell Graphic Recording 
Charts Ltd., Calcutta. Motor 
& General Finance Ltd., New 
Delhi. Raisina Publications 
Ltd. New Delhi. 

United India Periodicals 
Pvt. Ltd. New Delhi. Bri¬ 
tish Instt. of Engg. Technology 
(India) Pvt. Ltd., Bombay. 

A. B.C. Coupler and Engg. Co. 
Pvt. Ltd., Calcutta. Maboe 
(India) Private Ltd., Calcutta. 

B. B. Bhagat & Son Pvt. Ltd., 
Calcutta. Biermans Card. Co* 
Pvt. Ltd. Calcutta. John Tin- 
son & Co. Pvt. Ltd., NewDelhi. 
Career Training Ltd., London. 
Biermans Paper Coating Mills 
Ltd., New Delhi. Naveena An* 
dhra Printing, Industrial and 
Agricultural Co. (Pvt.) Ltd., 
Vijayawada. Vice President: 
Dr. A.F. Baliga Foundation, 
NewDelhi.Trustee: Janashakti 
Trust, New Delhi. 

Businessman. 

Director of: 

Otto India Pvt. Ltd., 

Kalinga Airlines Pvt. Ltd., 
Jamuna Enterprises Pvt. Ltd., 
Jamuna Enterprises Station¬ 
ery Pvt. Ltd. 


Bankers to the Company and Bankers to the Issue: 
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64, Regal Buildings, 

New Delhi. 

Joint Managing Brokers: 

Champaklal Devidas, A 

Bhupen Chambers, N 

Dalai Street, Fort, D 

Bombay. 

Brokers 

Calcutta 


2. Place, Siddons & Gough 
(Pvt.) Ltd., 

6, Lyons Range, 

Calcutta. 

3. Dayco, 

154, Dharamlolla Street, 
Calcutta. 


4. G.M. Pyne, 

14, India Exchange Place, 
Calcutta. 


5. Chunilal T. Mehta, 

8, Lyons Range* 

Post Box 2519, 

Calcutta. 

Delhi 

1. Harbans Singh Mehta & 
Co., 

33, Regal Building, 
Parliament Street, 

New Delhi. 

2. Bharat Bhushan & Co., 
H-45, Connaught Place, 
New Delhi. 

3. Vinod Kumar & Co., 
A-6, Connaught Place, 
New Delhi. 


Stewart & Co., 

Post Box No. 291, 

14, India Exchange Place, 
Calcutta. 


Bombay 


2. Maganlal T. Vora, 

33, Bhupen Chambers, 

Dalai Street, Fort, 

Bombay. 

3. Porccha Brothers, 

19, Stock Exchange Building, 
Appollo Street, Fort, 
Bombay. 

4. D.S. Purbhoodas & Co., 
Slock Exchange Building, 
Appollo Street, Fort, 
Bombay. 

5. Lewis & Jones, 

Bank of Baroda Building, 
Appollo Street, Fort, 
Bombay. 

6. Batlivala and Karani, 
Union Bank Building, 

Dalai Street, 

Bombay. 

7. Mr. L.K. Panday, 

Bank of Maharashtra 
Building Appollo 
Street, Fort. 

Bombay. 


8. Jayantilai N. Patel, 

86, Stock Exchange, New 
Bldg., 

Apollo Street, Fort, 
Bombay. - 


Ahmedabad 

1. Champaklal Bhailal 
Chokshi, 

Manekchowk, 

Near Share Bazar, 
Ahmedabad. 

2. Laxminarayan N. Gupta & 
Co., 

Anandji Kalyanji Building, 
opp. Chanasuthars Pole, 
Ahmedabad. 

Bangalore 

L M. Nanjappaiah Jahgirdar, 
205, Cavalry Road, 

Post Box No. 4271, 
Bangalore. 


Madras 

1. Venkataraman & Co., 
Bombay Mutual Annexe, 
322-323, Linghi Chetty 
Street. Madras. 


2. Paterson & Co., 

Vanguard House, 

11/12, Second Line Beach, 
Madras. 


Hyderabad 

1. P.D. Afzulpurkar, B.Sc., 
Sultan Bazar, 
Hyderabad. 


Prospectus and Application Form 

Copies of the Prospectus and Application Form can be ob¬ 
tained from the Registered Office of the Company, Managing 
Brokers, Brokers, Underwriters and from the Bankers to the 
Issue mentioned above or from the main branches of the Ban¬ 
kers to the Issue at Amritsar, Ahmedabad, Baroda, Bangalore, 
Bombay, Bhopal, Cuttack, Calcutta, Chandigarh, Delhi, Erna- 
kulam, Faridabad, Goa, Gauhati, Hyderabad, Indore, Jammu, 
Jaipur, Kanpur, Lucknow, Madras, Nagpur, Poona, Patna, 
Surat, Shillong, Trivandrum, Vijayawada Visakhapatnam. 

THE SUBSCRIPTION LIST WILL OPEN AT THE COM¬ 
MENCEMENT OF BANKING HOURS ON THURSDAY, 
THE 18TH JANUARY 1973, AND WILL CLOSE AT THE 
CLOSE OF BANKING HOURS ON WEDNESDAY, THE 
31 ST JANUARY 1973, OR EARLIER AT THE DISCRETION 
OF THE DIRECTORS BUT NOT BEFORE THE CLOSE OF 
BANKING HOURS ON MONDAY, THE 22ND JANUARY 
1973. 


( 


. RATES OF SUBSCRIPTION 
Eastern Economist Weekly 



Inland 


Foreign 

Annual Subscription 

Rs. 85.00 

£ 10.00 

$25.00 

Half-Yearly Subscription 

Rs. 45.00 

£ 

5.00 

$12.50 

RECORDS & STATISTICS QUARTERLY 

Annual Subscription 

Rs. 16.00 

£ 

2.00 

$ 4.00 

Single Copy 

Rs. 4.00 

£ 

0.50 

$ 1.00 


Note: Subscription may commence, for the sake of convenience, 
from the first of any calendar month- 

The back issues of previous years available; rates on 
enquiry. 

It Is requested that payment for the required period is 
sent along with instructions. 

Foreign Air Mail rates on application. 

- - -- - 


1. Stewarts & Co., • 1. Champaklal Devidas, 

Post Box No. 291, Bhupen Chambers, 

14, India Exchange Places, Dalai Street, Fort, 

Calcutta. Bombay. 
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engineering management and 
education. 

New Wagon Orders 

The Railway Board has 
placed order for 15,000 wagons 
to augment its current fleet of 
slightly over 4.92 lakhs. This 
will be in addition to 41,600 
wagons which the manufac¬ 
tures have to deliver against 
pending orders. The builders 
have been asked to expedite 
the delivery to meet the in¬ 
creasing rush. During the 
fourth Plan, the board was to 
purchase 81,600 wagons for 
replacement as well as aug¬ 
menting the fleet. Of these, 
40,000 have already been 
delivered and the remaining 
41,600 are still to be received 
from the manufacturers. 

Rail Traffic 

The total number of passen¬ 
gers booked from April 1 to 
October 31, 1972 was 7.69 per 
cent more than during the cor¬ 
responding period of last year 
and 4.69 per cent more than 
the budget target. The total 
revenue earning tonnage lifted 
by the Railways from April 1, 
1972 upto October 31, 1972 
was 98.3 million tonnes 
representing an increase of 
3,58 million tonnes as com¬ 
pared to previous year, but 
a shortfall of 2.05 million 
tonnes against the propor¬ 
tionate budget target. The 
cumulative increase as com¬ 
pared to last year has been in 
respect of coal for public 
users, raw material for steel 
plants, pig iron and finished 
steel from steel plants and 
other goods. 

Planners 9 Employment 
Study 

The Planning Commission 
has undertaken a series of 
exercises to work out a com¬ 
prehensive strategy of employ¬ 
ment generation m various 
sectors of development. The 
exercises include in-depth 
and critical analysis of 
various employment pro¬ 
grammes now in operation, 
including programmes for the 
educated unemployed, spon¬ 
sored by various central 
ministries and implemented by 
state governments. The plgn- 
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ners are confident that crea¬ 
tion of five lakh additional jobs 
every year for the educated 
unemployed from 1973*74, 
envisaged in the statement on 
the economic policy adopted 
by the Congress session at 
Bidhan Nagar, should not be 
difficult if the strategy worked 
out is implemented properly. 

Jayanti Merged with SCI 

The Jayanti Shipping Com¬ 
pany was merged with the go¬ 
vernment owned Shipping 
Corporation of India on 
January 1. According to the 
amalgamation order issued by 
the union government, the 
Jayanti Shipping Company 
stands dissolved and its assets 
and liabilities have been vested 
in the SCI. The names of the 
Jayanti ships will remain un¬ 
changed, but they will have 
flags and funnel markings of 
SCI. 

Mica Export Duties Cut 

With a view to boosting the 
production and export of mica, 
the union government has de¬ 
cided to reduce export duties 
leviable on mica blocks, mica 
condenser, films and mica split¬ 
tings. The new rates effective 
from January 1, 1973. Mica 
blocks and condenser films of 
two and up grades: 40 to 30 
per cent ad valorem; mica 
blocks and condenser films 
of all grades other than two 
and up: 40 to 20 per cent ad 
valorem: mica splittings of all 
grades excepting 5.5 and six 
grades: 40 per cent to 20 per 
cent ad valorem; mica loose 
splittings of 5.33 and six grades 
and five and 5.5 mixed torn 
loose; 20 per cenfto 15 per 
cent ad valorem. It has further 
been decided to increase the 
(free along side) floor prices of 
various varieties, grades and 
qualities of mica. The increase 
ranges from 5 per cent to 25 
per cent. 

Tracked Vehicles from 
Canada 

One of the exhibits in the 
Canadian pavilion at the Third 
International Trade Fair was 
sent by Flextrac Nodwell of 
Calgary, Canada and featured 
one of its universally known 
low-ground pressure tracked 


vehicles. When one considers 
that the ground pressure of 
the Flextrac Nodwell 60 (on 
display) with full payload is 
approximately three times less 
than that of a normal-sized 
man walking, the capability of 
such a machine to cross 
swampy terrain can be easily 
recognized. Flextrac Nodwell 
vehicles are available in pay- 
load classes varying from 1,000 
lbs to 60,000 lbs and are curre¬ 
ntly in use with seismic survey, 
construction, mining geophysi¬ 
cal and utility operations. 
This equipment will soon be 
appearing at the four inter¬ 
national airports in India to 
be employed in the role of 
fire-fighting/crash rescue ten¬ 
ders for use in crash rescue 
work. 

Computers in Public 
Sector 

Out of a total of over 100 
public enterprises, 17 industrial 
and commercial undertakings 
of the central government 
have purchased computers or 
taken it on hire. In addition 
to Rs 1.14 crores invested by 
five public enterprises, which 
have purchased computers, the 
annual rental paid by the re¬ 
maining enterprises is Rs 1.09 
crores. The expenditure on sa¬ 
laries and other recurring items 
is Rs 90 lakhs per year. 

Gujarat Ind. Inv. Corpn. 

Gujarat Industrial Invest¬ 
ment Corporation registered 
significant advances in the 
pursuit of its objectives of 
promoting industrial activity 
in the state by assisting and 
fostering new entrepreneurship 
in large, medium and small 
scale sectors, expansion of 
existing units, renovation and 
modernisation of economically 
weak units. The corporation 
provides long term finance, 
underwrites subscribes public 
issue, guarantees advances 
from other investment sources. 
For the period ended March 
31, 1972, the financial opera¬ 
tions of the corporation ag¬ 
gregated to a total sanction of 
Rs 1749.69 lakhs for 915 units 
and disbursement of Rs 
1084.36 lakhs to 763 units by 
way of equity participation, 
subscription of preference 
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shares and providing term 
loan which is estimated, to 
have generated total invest¬ 
ment of Rs 8177.76 lakhs. The 
corporation is poised for ad¬ 
ding a new dimension to its 
investment activity by way of 
branching directly several 
industrial projects either by 
itself or in collaboration with 
other business houses. The 
corporation has on hand nine 
such projects and is currently 
engaged in the task of imple¬ 
menting them. When these 
projects go on stream they will 
have added an investment of 
more than Rs 100 crores to the 
industrial build-up of the 
state. 

In Brief 

The Small Industries Service 
Institute of the Ministry of 
Industrial Development has 
undertaken intensive area 
development survey of the 
districts of Srinagar and 
Jammu as part of their pro¬ 
gramme to encourage indus¬ 
trial development in the state 
of Jammu and Kashmir. 

The Bihar government has 
decided to take over the whole¬ 
sale trade in sugar. 

India and Bangladesh estab¬ 
lished a joint power board, 
on January 5, to maintain co¬ 
ordination between the two 
countries for the most effective 
use of their power system and 
energy resources. 

The government of Nepal 
took over barter trade with 
overseas countries from private 
sector on January J, to check 
the foreign trade firms from 
making quick profit at the cost 
of industries. 

The budget session of Parlia¬ 
ment will commence on Feb¬ 
ruary 19. ( 

The outlay for the Tamil 
Nadu government's annual 
plan for 1973-74 would be Rs 
120 crores. This was agreed 
upon at a meeting held in New 
Delhi between the Planning 
Minister Mr D.P. Dhar and 
the state Chief Minister Mr 
Karunanidhi. The Plan out¬ 
lay for 1972-73 was Rs 116.5 
crores. 
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Development Establishment 
(ERDE) has designed an elec¬ 
tronic equipment which will 
help in finding out the exact 
location of enemy guns. 

A new cement which its 
manufacturers claim, is five 
to ten times as strong as ordi¬ 
nary concrete, has been deve¬ 
loped by two Japanese firms. 


New Secretaries 

The appointments of follow¬ 
ing Secretaries have been an¬ 
nounced : 

Mr B. B. Lai, Secretary, 
Ministry of Industrial Develop¬ 
ment to be Secretary in the 
Ministry of Foreign Trade. 

Mr R.V. Raman, Adviser 
(Industries and Minerals), 
Planning Commission to be 
Secretary in the Ministry of 
Industrial Development. 

Mr A.N. Banerji, Director 
Genera], Bureau of Public 
Enterprises and Additional 
Secretary, Ministry of Finance 
(Department of Expenditure) 
to be Special Secretary in the 
Ministry of Industrial Develop¬ 
ment. 

Mr G.C.L. Joneja to be 
Secretary in the Department of 
Food. 

Mr R.R. Bahl, Secretary, 
Department of Food |o be 
Secretary in the Cabinet Secre¬ 
tariat. 

Mr M.M. Sen, Chief Con¬ 
troller of Imports and Exports 
to be Secretary, Department of 
Defence Supplies in the Minis¬ 
try of Defence. 

Mr K. Balachundran, Ad¬ 
ditional Secretary, Ministry of 
Industrial Development to be 
Secretary in the Ministry of 
Petroleum and Chemicals. 

Mr C.S. Ramachandran, Ad¬ 
viser (Programme Administra¬ 
tion), Planning Commission to 
be Secretary in the Ministry of 
Health and Family Planning. 

Mr P.P. Agarwal, Adviser 
(Programme Administration) 
Planning Commission to be 
Secretary in the Department of 


Supply on' retirement of Mr 
K. Ram. 

Mr K.T. Satarawala, Officer 
on Special Duty in the Minis¬ 
try of Foreign Trade to be 
Special Secretary in the rank 
of Secretary to government in 
the Department of Mines in 
the Ministry of Steel and Mines 
till March 3, 1973 and 
thereafter as Secretary in that 
Department on retirement of 
Mr H.C. Sarin. 

Names in the News 

Mr Ramprasad Poddar of 

Century Spg. & Mlg. Co. Ltd. 
has been returned unopposed 
as the Chairman of the Mil- 
lowners’ Association for the 
year 1973. Mr Rasesh N. Mafat- 
lal of Mafallal Fine Spg. and 
Mfg. Co. Ltd has also been 


Manufacturers’ Association. ‘ 
The'purpose of this cell is 
to look after the specific prob¬ 
lems faced by these manu¬ 
facturers. 

Dr A, Seetharamiah, who 
was Deputy Director General 
of Technical Development, 
Ministry of Industrial Deve¬ 
lopment, government of India, 
has been appointed Director 
General. In his capacity as 
Director General he will be 
the head of the organisation 
which deals with the entire 
range of chemical, engineering 
and processing industries. 

The silver jubilee comme¬ 
moration award (1973) of the 
Indian National Science Aca¬ 
demy has been awarded to Dr 
M.S. Swaminathan, Director 
General of the Indian Council 


of Agricultural Research, 
(ICAR) for his contribution to 
the genetic improvement of 
crop plants and for the growth 
and effectiveness of agricultu¬ 
ral research and education in 
India. Dr Swaminathan help¬ 
ed initiate the high yielding 
varieties programme in 1966 
when Mexican dwarf wheat 
varieties were introduced in 
India. He was awarded 
Padma Bhusan in 1972. 

Mr B.T. Tbakur, doyen of 
Indian bankers, died at Cal¬ 
cutta early this month. He 
was 80. Mr Thakur served on 
many committees connected 
with banking and economics. 
As an author, he has to his 
credit two books on econo- 
mics-—“Organisation of Indian 
banking and “Money.” 


returned unopposed as the 
Deputy chairman. 

Mr Viren J. Shah, Chairman 
and the Managing Director 
of Mukand Iron & Steel 
Works Ltd, has been elected 
Chairman of the Steel Rc-rol- 
ling Mills Association of India 
for the ensuing year. Mr Shah 
is also the Vice-President of the 
Indian Merchants Chamber 
and a member of the executive 
committee of FICCL 

Mr S. Ranganathan has been 
appointed Chairman of Ashok 
Lcyland Ltd. He is taking 
over from Dr A. Ramaswami 
Mudaliar, who will, however, 
continue to be on the board 
as director. Mr A. M. M. 
Arunachalam, a Director, has 
been appointed Deputy Chair¬ 
man. 

Mr Nityanand Kammgo, a 
former union Minister of 
Commerce and Industry took 
over the Chairmanship of the 
Barium Chemicals Ltd, from 
Mr P. N. Balasubramanian 
who continies to be its manag¬ 
ing director. Capt G.C. Arya, 
a former Director General of 
Civil Aviation has also joined 
the board of Barium Chemi¬ 
cals Ltd, as a director. 

Dr K.M. Parikh of Zandu 
Pharmaceutical Works Ltd, 
has been nominated Chairman 
of the cell for large scale 
drugs manufacturers, consti¬ 
tuted by the Indian Drug 


NEW ARRIVALS 


INDIA : A SOUVENIR 

Rs. 5 

A profusely Illustrated 
publication with lyrical 
narrative picturising 
India in radiant colours. 
Contains about 100 
multi-colour pictures 
recording India’s cul¬ 
tural heritage and pro¬ 
gress. 

5000 YEARS OF 
INDIAN TRADE 

Rs 4.50 

A unique Trade Digest 
with highly interesting 
and informative mate¬ 
rial on 5000 years of 
Indian Trade. Contains 
rare reproductions of 
16th end 17th Century 
maps done by world 
famous cartographers. 


JAWAHARLAL NEHRU 
HIS tIFE AND TIMES 
Rs. 10 

A highly informative 
and a unique pictorial 
record of Nehru and 
his times in just 10 big 
sheets kept in a beau¬ 
tiful portfolio - a port¬ 
rait for each year of 
Nehru's life; headlines 
of world events, national 
and international politi¬ 
cal and cultural events 
faithfully portrayed. 
ASIA 72 

OFFICIAL GUIDE 

Rs. 2 

Carries descriptive notes 
and photographs of 
national and international 
pavilions. Also a big 
3-colour guide map of 
the whole exhibition. 
Both published by Asia 72 
Fair Authorities. 


PUBLICATIONS DIVISION 

Ministry of Information and Broadcasting 
Patiala House, New Delhi-1. 

Th.se publication, are also available at our Stall (Opposlta 
Maharashtra Pavilion) In tho NATIONAL INDUSTRIES FAIR, 
Prao.ti Maldan, Mathura Road, Now Delhi. 

davp 72/990 
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COTTON COflflOOT 
OF THE GENTURV 


The cool comfort of a arm if 
cotton fabric mada by 
Century... Cosy-Cot Whan 
It comas to comfort, nothing 
boats cotton • •a «otton 


diflersnct whso you woor s 
shirt mads out of Cosy-Cot 

COSV-COT WITH NSVBR- 
SSSORS OSOMNO. CUVSR- 
WOVSN WTO A MSN MOM 

thst's cool, absorbsht, tikturs. out •shrunk son sms CUIDTIAIPC 
esrs-tros. You fosl ths toNSWSA* and lastino snarl oHIK I IRUo 
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COMPANY 

AFFAIRS 


Jay Shree Tea 

The board of directors of 
Jay Shree Tea and Industries 
Ltd has proposed to issue bo¬ 
nus shares, in the ratio of one 
share for every three shares 
held. The issue is, however, 
subject to the consent of the 
Controller of Capital Issues. 
The directors have also pro¬ 
posed to redeem the entire 
seven per cent preference 
shares at a premium of a rupee 
per share at the end of March 
next. 

Voltas 

Voltas has reported a fur¬ 
ther all-round marked improv¬ 
ement in its working results 
during the year ended August 
31, 1972, with production, 
sales and profit setting up new 
records during the year. What 
is more the directors have dec¬ 
lared a higher equity dividend 
of 17 per cent as against 15 per 
cent paid for 1970-71. Produc¬ 
tion at Rs 11.6 crores improved 
by about 24.5 per cent over 
the previous year’s figure of 
Rs 9.32 crores while revenue 
from sales increased by about 
26.9 per cent from Rs 103.43 
crores to Rs 131.12 crores. 
Gross profit too moved up by 
about 29.1 per cent from Rs 
3.85 crores to Rs 4.97 crores. 
Out of the gross profit a sum 
of Rs 59.43 lakhs was appro¬ 
priated to depreciation reserve, 
Rs 3.50 lakhs to development 
rebate reserve and Rs 255 lakhs 
to taxation reserve as against 
Rs 68.55 lakhs, Rs 1.75 lakhs 
and Rs 190 lakhs provided res¬ 
pectively in 1970-71. This 
leaves a higher net profit of 
Rs 1.79 crores--Rs 0.54 crore 
more than in 1970-71 and the 
entire amount has been trans¬ 
ferred to the general reserve 
from which dividends abs¬ 
orbing Rs 88.31 lakhs will be 
paid. 

The company continued its 
programme for developing new 


products. During 1971-72 
it has developed transport and 
marine refrigeration equip¬ 
ment as also a bigger air-con¬ 
ditioner of 1.5 tonnes. It has 
received Letters of Intent for 
manufacturing plate freezers 
and centrifugals. Its expendi¬ 
ture on research and develop¬ 
ment during 1971-72 was Rs 
29 lakhs while the budget for 
the current year is of the order 
of Rs 50 lakhs. Exports in 
1971-72 almost doubled to 
Rs 42 lakhs. Prospects for the 
current year would depend to 
considerable extent on the 
state of labour relations. But 
if the labour situation does not 
improve sales in the remaining 
part of the year, it is feared, 
would be adversely affected. 

Kamani Metals 

Kamani Metals and Alloys 
Ltd has embarked on an am¬ 
bitious expansion programme 
which is expected to enhance 
the company’s turnover and 
profits substantially in the 
coming years. With the stabi¬ 
lisation of production at its 
new unit in Bangalore for cold 
rc-rolling and finishing hot 
rolled flat products of low car¬ 
bon steel, aluminium, copper, 
brass and other copper alloys 
the company has already taken 
a major step forward in bro¬ 
adening the range of its pro¬ 
ducts. This is disclosed in the 
Chairman, Mr R.R. Kamani's 
statement issued on the occa¬ 
sion of the annual general 
meeting of the company. 

The company continues to 
be in the forefront in the field 
of exports. Its exports in¬ 
creased during 1971-72 by 
13.6 per cent over the previous 
year and the Engineering Ex¬ 
port Promotion Council has 
awarded a certificate in re¬ 
cognition of its outstanding 
performance in the sphere of 
exports. The company has 


been paying increasing atten¬ 
tion to the requirements of de¬ 
fence industry as well and has 
plans to step up its participa¬ 
tion in this field substantially 
over the years. 

The chairman made a strong 
plea for restraining the im¬ 
ports of non-ferrous semi9 and 
suggested the setting up of a 
special agency to scrutinize 
the imports on a continuing 
basis and evolve suitable time 
bound programme for estab¬ 
lishing indigenous capabili¬ 
ties to replace such imports. 

Increased imports of raw 
materials, according to the 
chairman is economically more 
remunerative than imports 
of manufactures. Such a 
step, the chairman said, 
would help establish indigen¬ 
ous capabilities for the pro¬ 
duction of difficult items, create 
additional employment oppor¬ 
tunities and save for the 
country scarce foreign ex¬ 
change to the extent of value 
added. Experience of other 
countries such as Japan too 
shows that self-sufficiency in 
raw materials need not be 
a precondition for develop¬ 
ment or expansion in any in¬ 
dustry. The chairman, there¬ 
fore, called for a reappraisal 
of the government's policies. 

Licensing Procedures 

The Indian Engineering 
Association(lE A) after making 
a study of the procedures in¬ 
volved in processing of indust¬ 
rial licences has brought a 
chart showing the various pro¬ 
cedural stages. This chart 
which was published in the 
September Bulletin of IEA 
is reproduced here (page 69) 
for the benefit of readers. 

Unit Trust 

The sale and repurchase 
prices of the units of the Unit 
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Trust of India were raised by 
ftVev paise each to Rs 10.85 
and 10.55 respectively with 
effect from December 26. 

Scindia Stanm 

All maritime countries are 
subsidising their ship-building 
and shipping industry through 
various concessions such as 
incentive allowance, high rate 
of depreciation, tax free holi¬ 
day, low rate of interest on 
ship-bui Iding, investment 
grants and repairs subsidy. 
Shipping industry in our 
country enjoys a concession in 
the form of development rebate 
which has helped to a great 
extent in conserving resources 
for the acquisition of ships. 
But as this concession unfor¬ 
tunately will be withdrawn 
from May 1974, it is feared, 
that such a step will be re¬ 
tarding the growth of the shipp¬ 
ing industry. Mr Krishnaraj 
M.D. Thackersey, the Chair¬ 
man of Scindia Steam Navi¬ 
gation Co. Ltd, while address¬ 
ing the annual general meeting 
of the company, appealed to the 
government to reconsider its 
decision, even at this late stage, 
in the interests of the shipping 
industry. As the application 
of the Monopolies and Rest¬ 
rictive Trade Practices Act to 
shipping industry was leading 
to considerable loss of time and 
even to the extent of a proposal 
being lost due to inordinate 
delay, the chairman pleaded for 
the exemption of the shipping 
industry from the MRTP Act. 
If this was not possible the 
chiarman suggested that at 
least shipping companies 
should be allowed to increase 
their tonnage up to a reason¬ 
able level without making an 
application to the Company 
Law Board under the Mono¬ 
polies Act. 

The chairman aUo deplored 
the government's insistence to 
convert a part of the loans 
granted to shipping companies 
into equity capital, especially 
when the government enjoys 
all the powers to control and 
regulate the industry. Although 
the government announced 
sometime back that it would 
release 20 per cent of the 
purchase price of the ships 
in foreign exchange for 
down payment, it was later 
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curtailed to 10 per cent. In 
order to encourage speedy 
development of shipping the 
bhairtnan felt that it should 
bgain be restored to 20 per cent. 

Sakthi Sugars 

Mr N. Mahal ingam, Chair¬ 
man of Sakthi Sugars Ltd, 
pleaded for more handsome 
incentives for increasing sugar 
production while addressing 
the annual general meeting of 
the company. The rebates in 
excise duties applicable to 
excess production, according 
to the. chairman, should be 
recast in such a way that the 
efficient producers were not 
handicapped and the loss in 
production on account of 
lower recovery with extended 
working was fully compensa¬ 
ted by the reliefs in excise duty. 
There was no justification for 
fixing the basic quota, the 
chairman emphasised, for 
December-April of the current 
crushing reason at 115 per cent 
of the production in the cor¬ 
responding period of 1971-72. 
In regard to cane price, the 
chairman suggested that it 
must be fixed in such a way so 
as to achieve larger planting. 
It would be of immense ad¬ 
vantage to the ryots, in the 
chairman's opinion, if the 
cane price for 1973-74 was 
announced before January 
J973. Referring to tariff value, 
the chairman said, that the 
earlier policy of fixing the 
tariff value at a low level had 
been amended and the recent 
revisions have led to a re¬ 
gressive incidence of the excise 
duty. The duty on free sale 
sugar now works out to Rs 
82.50 per quintal. If a uniform 
specific duty of Rs 40 per 
quintal could be effected, the 
chairman felt that there would 
be a drastic reduction in open 
market sugar prices. 

The year 1971-72 turned out 
to be a period of splendid 
achievements for the company. 
During the year the company 
earned the rare distinction of 
being the most efficient unit 
accounting for the largest 
quantity of cane crushed by a 
sugar mill in the last sugar 
season. The net profit also 
constituted an all-time peak 
at Rs 135.34 lakhs. The divi¬ 
dend was also enhanced from 


12 per cent to 15 per cent be¬ 
sides a bonus issue in the ratio 
of 2:5. What is more, the 
ploughing back of sizable re¬ 
sources out of the current earn¬ 
ings has also been helpful 
to the company in meeting the 
capital expenditure in connec¬ 
tion with the expansion of 
crushing capacity to 2500 ton¬ 
nes daily from 2000 tonnes and 
for the construction of a dis¬ 
tillery for producing two mil¬ 
lion gallons of alcohol. Work 
is also in progress to raise the 
capacity of the distillery to 
three million gallons annually. 
The outlook for 1972-73 sea¬ 
son is also quite encouraging. 
The quantity of canc crushed 
may exceed 6.5 lakhs tonnes in 
the accounting year and sugar 
production also may touch a 
new peak. The distillery also 
will be in operation through¬ 
out the year. 

Indian Explosives 

Indian Explosives Ltd has 
turned out impressive work¬ 
ing results during the year 
ended September 30, 1972;. 
sales at Rs 49 crores were Rs 
16crores higher than in 1970-71 
and pretax profits at Rs 7.4 
crores were up by about Rs 5 
crores. The dividend rate has 
been increased from 15 per cent 
to 17.5 per cent. The com¬ 
pany's fertiliser division has 
made excellent progress. For 
much of the year the plant at 
Kanpur operated at 90 per 
cent of its designed capacity 
resulting in the cumulative 
production and sale of some 8 
lakh tonnes of urea since the 
inauguration of the plant three 
years ago. The explosives divi¬ 
sion had a record production 
of over 31,0(X) tonnes which 
helped to meet in full the in¬ 
ternal demands of the country, 
including defence rcquiiemcnts, 
and increase exports to Rs 21 
lakhs as compared with Rs 3 
lakhs in 1970-71. The com¬ 
pany's application to the Task 
Force for ratification of its in¬ 
creased capacity and its pro¬ 
posal for setting up another 
explosive plant in one 
of the backward regions of 
the country are still awaiting 
government's approval. The 
work on the construction of 
the 1000-tonne per year nitro¬ 
cellulose plant is progressing 
satisfactorily. The plant is ex¬ 


pected to go into production 
in mid-1974. The company 
has a large research depart¬ 
ment at Gomia engaged in the 
development of new types of 
explosives and compositions 
of existing explosives with par¬ 
ticular attention to import 
substitution. A measure of the 
success that has been achieved 
in this connection is that the 
Explosives Division’s imported 
raw materials amount to only 
Rs 6 lakhs a year. Apart from 
the R & D carried out inter¬ 
nally, the company offers two 
research scholarships at agri¬ 
cultural universities and one at 
I IT, Kharagpur. The com¬ 
pany’s R & D effort is being 
further intensified. 

Alkali & Chemical 
Corporation 

Even though sales of Alkali 
and Chemical Corporation of 
India Ltd at Rs 27 crores were 
10 per cent higher than in 1970- 
71, pretax profits were less by 
Rs 20 lakhs or 7 per cent. The 
dividend rate, however, has 
been maintained at 17.5 per 
cent, for the year ended Sep¬ 
tember 30, 1972, the same as in 
the preceding year. The net 
accretion to general reserve 
will be nominal. Production of 
polythene at 12,700 tonnes rea¬ 
ched an all time high with the 
timely assistance and support 
rendered by both state and 
central governments in arrang¬ 
ing for imports of alcohol on 
an emergency basis. The 
combined production of the 
new paints plant at Hydera¬ 
bad and the unit at Rishra was 
10 per cent higher than last 
year. Production and sales 
of rubber chemicals also 
improved as forecast. The 
demand for ‘Cramoxonc’, a 
weedkiller facilitating more 
efficient plantation and farming 
operations, which is proposed 
to be manufactured locally 
from basic raw materials has 
also shown a steady growth and 
in accordance with the condi¬ 
tions imposed by the govern¬ 
ment the company has built 
up facilities to formulate k Gra- 
moxone’ from imported tech¬ 
nical ’Paraquat’ leading to cost 
reduction to users and savings 
in foreign exhange. However, 
the market development of the 
speciality cardiovascular drugs 
which the company also pro¬ 


poses to manufacture in fndia, 
could not proceed on the scale 
planned because adequate im¬ 
port licences were not forth¬ 
coming. 

The paints factory, which the 
company was commissioned 
to build at Jakarta, Indonesia, 
has been completed in record 
time and handed over in a 
good operating condition. It 
bears ample testimony to the 
ACCJ’s skills and expertise to 
handle turn-key projects in 
the face of international com¬ 
petition. In respect of expan¬ 
sion and diversification, the 
company's proposals embrac¬ 
ing the manufacture of ‘Gramo- 
xone\ speciality drugs and ex¬ 
pansion of the rubber chemical 
plant have been cleared under 
the MRTP Act and negotia¬ 
tions on the other necessary 
clearances are now in hand. 
Since the company is a very 
large consumer of aniline an 
application has also been made 
to government for a Letter of 
Intent for a 6000 tonnes per 
annum aniline plant at the 
company’s Rishra site in West 
Bengal. 

Dhakuria Engineering 

Being the first manufacturer 
in the country of pneumatic 
accessories, spare parts and 
equipment of various specifica¬ 
tions Dhakuria Engineering 
Works Pvt Ltd of Calcutta— 
popularly known as DEW— 
has played a significant role 
for over lhe last two decades in 
the field import substitution. 
This manufacturing organisa¬ 
tion, equipped with a modern 
heat treatment plant, a research 
laboratory, a development and 
design section and a quality 
control department, has 
grown from a modest beginning 
into a gigantic institution with¬ 
in a short span—ideally suited 
for a high-grade of time. It 
is gratifying to note that DEW 
products have already made 
much headway as indispensable 
Import substitutes, specially 
needed by the mining industry, 
its display of products at Asia 
72, New Delhi, proved to be a 
great commercial success. It 
is also of great interest to note 
that the company has a large 
expansion programme in 
hand to keep up with the chal¬ 
lenging job of meeting the 
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Company Notices 


•country’s ever-increasing de¬ 
mand for pneumatic tools and 
spares. 

Polysteels 

A maiden dividend of Rs 1.20 
per share or 12 per cent sub¬ 
ject to tax, has been announ¬ 
ced by Polysteels (India) Ltd 
for the year ended September 
30,1972. The management has 
thus fulfilled the promise made 
.at the time of entering the capi¬ 
tal market that a reasonable 
•dividend would be given from 
the first year of its working. 
During the year under review 
the company earned a gross 
profit of Rs 38.69 lakhs. After 
providing Rs 8.27 lakhs for 
depreciation, Rs 20.25 lakhs 
for development rebate reserve 
and making other adjustments 
there is a surplus of Rs 10.16 
lakhs. A sum of Rs 10 lakhs 
was transferred to general re¬ 
serve out of which the pro¬ 
posed dividend absorbing Rs 
7.20 lakhs will be paid. Des¬ 
pite acute shortage of power 
the company was able to 
achieve 80 per cent of its tar- 
betted production. The com¬ 
pany hopes to achieve pro¬ 
duction ranging from 28,000 
to 30,000 tons of liquid metal 
production during the current 
year. 

News and Notes 

(Expansion ami diversification) 

Precision Bearings India Ltd 

is embarking on an expansion 
programme to manufacture 
bearings up to 28.82 lakhs per 
annum on maximum utilisa¬ 
tion basis. It has secured li¬ 
cences for the import of ma¬ 
chinery required for the pro¬ 
ject. The technical collabora¬ 
tion agreement with G.u.J. 
Jaeger GmbH of West Ger¬ 
many for the manufacture of 
new varieties of cylindrical and 
spherical roller bearings has 
also been approved. Ship¬ 
ments of machinery have com¬ 
menced and it is expected that 
by the end of the current ac¬ 
counting year all machinery 
will have arrived. The benefit 
of the expansion is likely to 
adcruc from next year. To 
raise part of the resources re¬ 
quired for the expansion sche¬ 
me, the company hopes to 
obtain a loan of Rs 20 lakhs 
from GSFC and Rs 24 lakhs 


as bank loan. The com¬ 
pany’s application to im¬ 
port capital, goods for the 
manufacture of spherical rol¬ 
ler bearings is being considered 
by the government. 

Joint Ventures 

The board of directors of 
Shri Ambica Mills Ltd, has 
decided to make investment up 
to Rs 1.25 crores in a new joint 
sector project to be set up in 
Andhra Pradesh. The new com¬ 
pany styled Andhra Pradesh 
Fibres Ltd will manufacture 
nylon yarn with capacity of 
2100 tonnes per annum. The 
Andhra Pradesh Industrial 
Developement Corporation 
(APIDC) will contribute 26 
per cent of the capital and 
Ambica Mills will subscribe 
another 25 per cent. The 
balance of 49 per cent will 
be offered to the public for 
subscription. This venture 
will be joint participation by 
Ambica Mills and APiDC to 
the tune of 51 per cent. The 
cost of the project is estimated 
around Rs 12 crores. 

New Issues 

Globe Steerings is offering 
2,50,000 equity shares of Rs 10 
each at par to the public for 
subscription. The list opens on 
January 18 and will dose on 
January 31 or earlier but not 
before January 23. The com¬ 
pany is setting up a project, 
near Bombay, in collaboration 
withAdwcst Engineering Ltd 
(G.B) for the manufacture of a 
wide range of steering gears for 
trucks, buses, jeeps, cars and 
tractors. The plant is expected 
to go into production by the 
end of this year and the com¬ 
pany expects to achieve a capa¬ 
city of 25,000 gears per annum 
by 1976. Thereafter it will 
undertake to expand produc¬ 
tion to licensed capacity of 
50,000 gears. In the first 
phase, 40 per cent of the com¬ 
ponents will be imported, in the 
second 10 per cent and in the 
third phase the company will 
be able to manufacture the en¬ 
tire product in its factory. The 
capital outlay on the project 
is estimated at Rs 91 lakhs and 
it will be net by the share capi¬ 
tal of Rs 38 lakhs, term loans 
amounting to Rs 50 lakhs and 
cash accruals of Rs 3 lakhs. 


Lucas TVS Ltd. 

37, Mount Road, Madras 

It is hereby notified for 
Public information that Lucas 
TVS Ltd., 37, Mount Road, 
Madras-6, have made an appli¬ 
cation on 3-1-1973 to the Cent¬ 
ral Government under Sec¬ 
tion 23(2) of the Monopolies 
and Restrictive Trade Practices 
Act 1969 for the approval of a 
proposed Scheme of amalga¬ 
mation between the said Com¬ 
pany and Lucas Indian Service 
Ltd, No. 9, Patullo Road, 
Madras-2 and Lucas Electrical 
Tractor Service Ltd, No. 9, 
Patullo Road, Madras-2, which 
arc wholly owned subsidiaries 
of Lucas TVS Ltd. 

Any person interested in the 
matter may make representa¬ 
tion to the Secretary, Depart¬ 
ment of Company Affairs, New 
Delhi, within 14 days from the 
date of publication of this 
Notice his views with regard to 
the proposal for amalgamation 
referred to above and also the 
nature of his interest therein. 

For Lucas TVS Ltd, 
Madras, 

Dt 3.1.1973 

N. Krishnan 
Secretary 

Lucas Indian Service Ltd 

37, Mount Road Madras-2 

It is hereby notified for pub¬ 
lic information that Lucas 
Indian Service Ltd., 9, Patullo 
Road, Madras-2 which is a 
wholly owned subsidiary of 
Lucas TVS Ltd, 37, Mount 
Road, Madras 6, have made an 
application on 3.1.1973 to the 
Central Government under 
Section 23(2) of the Monopo¬ 
lies and Rcsirictive Trade 
Practices Act 1969 for the 
approval of a proposed scheme 


of amalgamation with holding 
company Lucas TVS Ltd. 

Any person interested in the 
matter may make representa¬ 
tion to the Secretary, Depart¬ 
ment of Company Affairs, New 
Delhi, within 14 days from the 
date of publication of this 
notice his views with regard 
to the proposal for amalgama¬ 
tion referred to above and also 
the nature of his interest 
therein. 

For Lucas Indian Service 
Ltd Madras, 

Dt. 3.1.1973 

T Narayana Rao, 
Assistant Secretary 

Lucas Electrical Tractor 
Service Ltd., 

9, Patullo Road, Madras-2 

It is hereby notified for pub¬ 
lic information that Lucas Elcc- 
rical Tractor Service Ltd, 9, 
Patullo Road, Madras-2 which 
is a wholly owned subsidiary 
of Lucas TVS Ltd., 37, Mount 
Road, Madras-6, have made an 
application on 3.1.1973 to the 
Central Government under Sec¬ 
tion 23(2) of the Monopolies 
and Restrictive Trade Practices 
Act 1969 for the approval of a 
proposed scheme of amalgama¬ 
tion with its holding company 
Lucas TVS Ltd. 

Any person interested in the 
matter may make representa¬ 
tion to the Secretary, Depart¬ 
ment of Company Affairs, New 
Delhi, within 14 days from the 
date of publication of this no¬ 
tice his views with regard to the 
proposal for amalgamation re¬ 
ferred to above and also the 
nature of his interest therein. 

For Lucas 
Electrical Tractor 
Madras, Service Ltd., 

Dt. 3.1.1973 T Narayana Rao 
Assistant Secretary. 
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The TC1CT has sanctioned a 
foreign exchange Joan of Rs 
4.50 lakhs to meet the cost of 
imported machinery. 

Obcroi Hotels will he enter¬ 
ing the capital market shortly 
with a new issue of preference 
and ordinary shares to raise 
its authorised capital from Rs 
5.5 ci ores to Rs 10 crores. I his 
giant-si/ed floatation is being 
made in order to finance the 
rapidly expanding operations 
of the’group, the largest hote¬ 
liers in Asia in this country as 
well as abroad. The Ohcrois 
are at present engaged in an 
ambitious programme to mo¬ 
dernise and develop its exist¬ 
ing chain of hotels in order to 
cope with the growing tourist 
traffic in the 1970s. The most 
prestigious project in hand is 
the Oberoi Sheraton in 
Bombay, which will be thrown 
open before the end of 
the current financial year. 
Besides Ohcrois arc also plann¬ 
ing to construct a chain of new 
hotels in Agra, Goa. Jaipur, 
Madras, Nagpur, Pondicherry, 
Udaipur and Varanasi. in 
a move to diversify its activi¬ 
ties O hero is are also entering 
the business of breewerv. The 
new venture, Punjab Breweries 
Ltd, will be a joint sector pro¬ 
ject in which the Punjab go¬ 
vernment is participating in 
the share capital. 

Moreover Ohcrois are 
carrying Indian hotel techno¬ 
logy to other countries. In 
addition to the management 
contracts already operating in 
Egypt, Nepal and Singapore 
and involving the supply of 
managerial expertise and allied 
services to six luxury hotels, 
Ohcrois are studying the feasi¬ 
bility of similar arrangements 
in Fiji, Svdetiy and many other 
important cilies. Sales turnover 
ofOberois improved from Rs 
3.6 crores in l%6-67 to Rs 
5.19 crores in 1971-72 and a 
further sharp rise in turnover 
is expected in 1972-73. 
Throughout this period Obe- 
rois have maintained the equity 
dividend at 10 per cent and 
that on preference shares at 
9.5 per cent. 

Capital Issues Advisory 
Committee 

The government of India 
has reconstituted the Ad¬ 


visory Committee on Capital 
Issues under Section II of 
the Capital Is&ucs (Control) 
Act. J 947. Mr R.S. Bhatt will 
be the chairman of the reco¬ 
nstituted committee. Other 
members arc: Mr. Tulsidas 
Da sap pa, MP, Mr V.G. 
Rajadhyaksha, Mr S.K. Bhat- 
tacharyya and Mr J.B. Dada- 
ehanji. The committee will 
have a tenure of two years. 

Capital and Bonus . 
Issues 

Consent has been accorded 
to ten companies to raise 
capital amounting to over Rs 
5.51 crores. Following arc the 
details: 

Mukand Iron and Steel wor¬ 
ks Limited, Bombay, has been 
accorded consent, valid for 
three months, to capitalise Rs 
2.69 crores out of its free re¬ 
serves and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of one bonus share for each 
equity share held. 


consent for issue of bonus 
shares worth Rs 54,18,000. 

The General Industrial So¬ 
ciety Limited, Calcutta, has 
been granted consent for issue 
of bonus shares worth Rs 39 
lakhs. 

Haryana Breweries Limited. 

has been given acknowledge¬ 
ment for issue of capital of 
: ts 90 lakhs (in lieu of Rs 80 
lakhs already acknowledged in 
January, 1972) for setting up 
-a brewery project. 

United Collieries Limited 
Calcutta, has been accorded 
consent, valid for 3 months, 
to capitalise Rs 13.89 lakhs out 
of its general reserve and issue 
fully paid equity shares of 
Rs 10 each, as bonus shares, 
in the ratio of one bonus share 
for every two equity shares 
held. 

Modi Rubber Limited, Modi- 

nagar, has been accorded con¬ 
sent for issue debentures, con¬ 
vertible into equity to the ex¬ 
tent of 20 per cent of the value 
of Rs 50 lakhs privately to 
the Unit Trust of India. The 


proceeds of the issue will be 
utilised for setting up an auto¬ 
mobile tyre and tube project. 

Company Meetings 

Kirloskar Brothers Ltd: Re¬ 
gistered Office, Udyog Bhavan, 
Tilak Road, Poona-411002; 
January 27; 3.00 P.M. 

India Carbon Ltd; Register¬ 
ed Office, Noonmati, Gauhati; 
January 30: 4.30 P.M. 

Interim Dividend 

Peermade Tea Company Ltd: 

has declared an interim equity 
dividend of five per cent for 
the year ended December 31 T 
1972. 

The directors of South Mad¬ 
ras Electric Supply Corpora¬ 
tion Ltd have announced a 
second interim dividend of six 
per cent for the year ending 
March 31, 1973. 

Surat Electricity Company 
Ltd will be paying a higher 
interim dividend of live per cent 
for the year ending March 31, 
1973 as against four per cent 
paid in the previous year. 


The Malaysia Manorama 
Company Limited, Kottayam, 

has been accorded consent, 
valid for 3 months, to capi¬ 
talise Rs 4,00,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of one bonus share for 
every equity share held. 

Ruby Coach Builders Private 
Limited, Bombay, has been ac¬ 
corded consent, valid for 3 
months, to capitalise Rs 
3,50,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for every two 
shares held. 

The DlianaJakshmi Mills 
Limited, Tirupur (SouthIndia). 

has been granted consent 
for issue of bonus shares 
worth Rs 9,72,000. 

Caledonian Jute Mills Com¬ 
pany Limited, Calcutta, has 

been granted consent for issue 
of bonus shares worth Rs 18 
lakhs. 

Dhrangadhra Chemicals 
Works Limited, Dhrangadhra 

(Gujarat), has been grunted 


Dividend 


(Per cent) 


j Equity dividend dec¬ 
lared for 


Name of the 
Company 


Year ended Current Previous 

year year 


Higher Dividend 

Calcutta Chemical 

Co Ltd 

June 30, 1972 

10.0 

9.0 

South India Steel 

and Sugars 

June 30. 1972 

9.0 

Nil 

KC'P Ltd 

June 30, 1072 

15.0 

10.0 

Tube Suppliers Ltd 

July 31, 1972 

15.0 

Nil 

Challapalli Sugars 

June 30, 1972 

10.0 

Nil 

Same Dividend 

.PanyanvCemcnts 
and Mineral In- 

dustries 

August 31, 1972 

12.0 

12.0 

Hindustan Sugar 

June 30, 1972 

10.0 

10.0 

Hindustan Tractors 

March 31, 1972 

Nil 

Nil 

Tractors India 

June 30, 1972 

12.5 

12.5 

Mysore Paper Mills 

March 31, 1972 

15.0 

15.0 

West Coast Paper 

June 30, 1972 

13.0 

13.0 

Mills 

India Carbon 

June 30, 1972 

18.0 

18.0 

Kirloskar Brothers 

July 31, 1972 

8.0 

8.0 
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I had to depend 
on relatives 
for food, clothes, 
schooling... 
everything. 

My children 
shall never face 
this fate! 


CASTBRN BOONQUQT 


How about you ? An LIC policy can guarantee 
your family's future too. No other form of 
saving protects your dependents from life's 
uncertainties. 

LIC has 37 other types of policies to suit your 
every requirement. 

Secure their future 
through 

LIFE INSURANCE 
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Readers’ Roundtable 

BANK BOARDS—] 


Sir, I enclose a copy of a com¬ 
munication 41 addressed by Mr 
Rajaram Bhiwaniwalla, Presi¬ 
dent of our Chamber, to the 
union Minister of Finance, 
on the above subject. 

Secretary, 
Bharat Chamber 
Calcutta of Commerce 

♦Text of Communication: 

I would take the liberty of 
addressing you on the recent 
announcement of the new 
Boards of Directors for the na¬ 
tionalised banks and make the 
following submissions for your 
kind perusal, careful conside¬ 
ration and necessary action: 

While not disputing the ra¬ 
tionale behind the broad- 
basing of Boards of Directors 
through inclusion, among 
others, of representatives of 
bank employees and officers, 
decentralised sector, farmers, 
artisans and specialists from 
diverse spheres, J would sub¬ 
mit that this should not have 
been done at the cost of 
denying fair and adequate re¬ 
presentation to other and more 
important interests represented 
by banks. 1 would in particu¬ 
lar refer to the marked absence 
in case of many of the banks of 
any representative of the orga¬ 
nised sector of trade and in¬ 
dustry, which not only repre¬ 
sents the more important cus¬ 
tomers of banks but also 
contributes quite a sizable por¬ 
tion of the total business of 
banks both as depositors as 
well as users of bank finance. 

An analysis of the re¬ 
presentation of ‘Depositors’ 
on the Boards of Directors of 
the 14 nationalised banks (vide 
Annexure-1) reveals that there 
is no representation of the 
organised industrial sector ex¬ 
cepting five banks (e.g. United 
Commercial Bank, Canara 
Bank, Union Bank of India, 
Indian Bank and Indian Over¬ 
seas Bank). Of these five banks. 


again, one has a retired execu¬ 
tive of an industrial concern 
and another a rubber technolo¬ 
gist and one more from an 
unnamed manufacturer of elect¬ 
ronic equipment and two from 
industrial undertakings to re¬ 
present depositors. In other 
words, the more organised and 
established industries have been 
largely ignored for the purpose 
of representation on the Boards 
of Directors and many of the 
major banks do not have any 
representation of organsied 
industries on their Boards re¬ 
presenting “Depositors”. What 
is more, nowhere has “trade 4 * 
been accorded any represen¬ 
tation whatsoever as “De¬ 
positors” although their stake 
in banking is quite significant. 

The Boards of Directors, 
as now reconstituted, provide 
only one representation for 
the “Depositors”. This appears 
to be much too inadequate con¬ 
sidering their stake in banking 
business. Besides, in quite a 
number of cases the represen¬ 
tatives of depositors have 
been nominated from the in¬ 
stitutional financial units like 
the State Financial Corpora¬ 
tions, Universitcs, Manage¬ 
ment Institute’s and so on and 
the organised sector of trade 
and industry has been denied 
of its due share. 

Organised sector of trade 
and industry has also not re¬ 
ceived adequate representation 
out of seats meant for profes¬ 
sional specialists or experts. 
In fact, only 5 seats in 4 banks 
have been accorded to orga¬ 
nised industries and only one 
seat for business (presumably 
meaning /trade” in one bank 
only. This will be revealed 
from a glance at Annexure-il 
of this letter. It would not be 
out of place to mention in this 
context that the organised in¬ 
dustry and trade sector pro¬ 
vides the nucleus around which 
the banking industry has grown 
in our country as well as else¬ 
where. Meagre representation 
of this vital sector in the 
management of nationalised 


banks is apprenhended to un¬ 
dermine their operational effi¬ 
ciency along with creating un¬ 
desirable and avoidable hard¬ 
ship for the organised sector 
whose growth and success cri¬ 
tically hinge on realistic bank¬ 
ing policy and procedure. 

The Chamber fails to un¬ 
derstand why the organised 
trade and industries should be 
deprived of having any say in 
the management of most of the 
banks specially when they are 


affected the most by changes in 
banking policies, techniques 
and procedures. A practical 
bias of banking in favour of 
business, on which economic 
progress so heavily counts, can 
be maintained and further im¬ 
proved upon only through di¬ 
rect and intimate association 
of accredited representatives of 
organised sector with the 
management of banks. 

There is yet another point 
which deserves careful consi- 


Annexure-1 

Representation of Depositors on the Boards of Directors 
of Nationalised Banks 


Name of Bank Representation of Depositors 


Central Bank of India 
Bank of India 
Punjab National Bank 

Bank of Baroda 

United Commercial Bank 
Canara Bank 

United Bank of India 

Dena Bank 

Syndicate Bank 

Union Bank of India 

Allahabad Bank 

Indian Bank 

Bank of Maharashtra 
Indian Overseas Bank 


Mr A.H. Elias, 

Principal, State Bank of India Staff 
Training College, Hyderabad; 

Mr G.D. Parikh, 

Retired Rector, University of Bom¬ 
bay; 

Dr A.S. Kahlon, 

Dean, College of Basic Science Sc 
Humanities, Punjab Agricultural 
University, Ludhiana; 

Mr D.K. Desai, 

Professor, Management in Agricul¬ 
ture Sl Co-operation, Indian 
Institute of Management, 
Ahmedabad; 

Dr D. Banerjee, 

Rubber Technologist, Calcutta, 

Mr K.S.R. Malliah, 

Formerly Executive of an Industrial 
Concern; 

Mr K.P. Barua, 

Mg. Director, Assam State Financial 
Corporation, Shillong; 

Mr Krishna Raj, 

Editor, Economic & Political Week¬ 
ly, Bombay; 

Mr Swaminatha Reddy, 

Mg. Director, Andhra Pradesh State 
Financial Corporation, Hyderabad: 
Mr K.H. Parikh, 

Mg. Director, Bharat Ophthalmic 
Glass Ltd, Durgapur; 

Mr M.R. Roy, 

Mg Director, West Bengal State 
Financial Corporation, Calcutta; 
Mr P. Krishnaswamy, 

Manufacturer of Electronic Equip¬ 
ment, Madras; 

Dr K.S. Yawalkar, 

Small Scale Industrialist, Nagpur: 
Mr M.K. Riyu, 

General Manager, India Piston* 
Ltd, Madras. 
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deration. The Boards of mind, will not be conducive to 
Directors, as now reconstitu- the smooth, flexible and effi- 
ted are dominated by official cient functioning of commer- 
members and representatives of cial banks in so far as this 
bank employees’ and officiers would impart an in-built 
and representatives of financial rigidity in approach and policy 
institutions. This, to my which arc certainly not desir¬ 


able for promotion either of 
banking or of business. 

In the context of my obser¬ 
vations herein above, I would 
request you to kindly con¬ 
sider the feasibility of accord¬ 


Armexure-li 


ing due representation to the 
organised sector of trade and 
industry in the management of 
nationalised banks in wider 
national interest. 

Thanking you. 


Break-up of Representation on Boards of Directors of Nationalised 



Total No. of Directors 

Official Nominees including 
Chairman 

Bank Employees/Officers 

Depositors 

farmers 

Workers/Artisans 

Spccialists/Expertes 


10 11 10 u 11 

3 3 3 3 3 

2 2 2 2 2 

• i i i i 
i .. i i 

■ 1 2 1 ] 


10 10 9 11 9 

3 3 3 3 3 

2 2 2 2 2 

11111 

11111 

11111 


10 9 9 10 40 

3 3 3 3 42 

2 2 2 2 28 

1 1 1 1 14 

1 1 1 11 
1 1 1 1 15 


Small Scale Industry I 


Economist 1 



• • i 

i i 

Journalist 1 


1 

Social Workers (Co-operative) ] 




Member Public Service Com¬ 
mission (Retd) 

1 



Businessmen 

1 



Industrialist 


l ’ 2 


Hotel 


1 


Tribal Welfare Worker 



1 

Labour & Social Welfare Ex¬ 
pert 



J . 

Educationist 



1 

Lawyer 


.. 

1 

Chartered Accountant 



1 

Ex-Foreign Service 



Medical Practitioner/also in- 
• lerested in fisheries 

Ex-Industrial Adviser 


.. 

* ■ • ■ ■ ■ •. 

Management Educationist 




Engineer 


• 

. 


I 

l I 


4 

5 
2 
1 


4 


2 


1 

1 
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BANK BOARDS—-II 


Sir, The disclosure by a leading 
newspaper that one of the 
newly appointed directors of a 
nationalised bank was involv¬ 
ed in bank dacoities and has 
served a long spell in jail has 
corneas a shock to the public. 
Is this the implementation of 
the Prime Minister's promise 
at the time of nationalisation 
of “professionalising" bank 
managements ? 

There does not seem to be 
any rhyme or reason in the 
appointment ot directors al¬ 
though the government spent 
two years over this exercise. 
For instance, directors who 
were representatives of agri¬ 
cultural interest in the lirst 
board have suddenly turned 
guardians of depositor interes¬ 
ts iq the new set-up. Or once 
again, to be a big industrialist 
is a crime in the present atmos¬ 
phere, but not if one is a 
friend of the union Finance 
Minister. Then such a person 
can adorn the board of 
nationalised banks which were 
“delinked" from big business 
in 1969. 

Names of eminent advocates, 
financial experts and others 
who would have been assets to 
nationalised bank boards were 


suggested by our Association, 
and have been promptly brus¬ 
hed aside, confirming our 
apprehensions that nation¬ 
alised bank boards are meant 
for exercise of political power, 
patronage and nepotism. 

Depositor confidence in 
nationalised banks is already 
waning, and the authorities 
know very well that the increa¬ 
se in deposits is mere reflec¬ 
tion of unbridled deficit 
financing indulged in by the 
government and not the gen¬ 
uine savings of community. 
With growing inefficiency, in¬ 
creasing frauds, and now 
the blatantly political appoint¬ 
ment of boards depositor con¬ 
fidence will be further eroded. 

Our Association (Hon. Sec¬ 
retary, All-India Bank Deposi¬ 
tors' Association, Bombay 
Branch, 235, Dr D. N. Road, 
Bombay-1) would welcome 
from the public information 
on new directors to analyse 
in depth how far public in¬ 
terests have been served by 
their appointment. 


M. R. Ptii 

Bombay Hon. Secretary 

All-India Bank 
Depositors' Association 
(Bombay .Branch) 


RAILWAY ACCIDENTS 


Sir, I was pleasantly surprised 
to sec a reply from the Direc¬ 
tor, Public Relations (Rail- 
ways )—(Eastern Economist, 
December 15, 1972: P. 1242) - 
to my article on "Railway Acci¬ 
dents (Eastern Economist : Dec¬ 
ember 1, 1972: Pp. 1132-34). 
Government departments ge¬ 
nerally overlook the criticism 
against their working. The 
Director deserves compli¬ 
ments for breaking this dep¬ 


lorable tradition. 

The Railways, no doubt, are 
taking a number of steps to 
prevent accidents, but has rail¬ 
way travel become any safer 
in 1972 than what it was, say, 
in 1951? Incidence of acci¬ 
dents at unmanned level cross¬ 
ings is high. As pointed out 
by me, 74.7 per cent of acci¬ 
dents at level crossings occur¬ 
red at unmanned level cross¬ 
ings in 1970-71. Is nothing to 


be done about this? The state¬ 
ment of the Director that track 
renewals were completed by 
the end of the third Plan has 
to be considered in the light of 
the fact that maintenance of 
tracks has generally not been 
up to the mark. 

Accidents caused by the 
negligence of the railway staff 
may have fallen in terms of 
'absolute numbers, but, even 
then,such accidentshave never 
been below 64 per cent of the 
total accidents in any year 
during the last decade. This 
raises doubts about the so 
called "marked improvement 
in the human element'* as 
claimed by the Director. 


damages quoted by me are ex¬ 
clusive of costs due to natural 
calamities and not inclusive of 
such costs as apparently assum¬ 
ed by the Director. Hence, my 
argument in this respect 
stands. 

In my article. I had ex¬ 
pressed my agreement with the 
railway authorities that the 
average number of persons 
killed or injured per railway 
accident was not a proper index 
to measure changes in the 
safety of rail travel over the 
years. The Director calls this 
"begging the question." Why 
or how? 


Figures relating to costs of Sholapui. L.G. Bapat 

DEVELOPMENT AND SOCIAL JUSTICE 


Sir, I have been following 
the deliberations of the six- 
day international seminar of 
economic journalists organised 
recently by the Forum of 
Financial Writers, New Delhi, 
with much interest. The main 
theme of the seminar “de¬ 
velopment and social justice in 
seventies'* is indeed such a 
familiar topic for our union 
ministers (who also partici¬ 
pated in the seminar) that they 
used effectively their gift of 
socialistic rhetoric. While 
one minister believed in the 
tax structure becoming an 
effective instrument lor mobi¬ 
lising resources for develop¬ 
ment as well as promotion of 
social justice and more job 
opportunities (which can help 
“banish poverty") in the agri¬ 
cultural sector and other la¬ 
bour intensive industries, an¬ 
other minister believed in em¬ 
phasis being laid on basic 
industries "that constituted the 
matrix of transformation of 
the productive apparatus of 
the economy'* and stated that 
the "Fifth Plan had to blaze 
a new trail in the vital capital 


goods sector." It is confusing 
which one is desirable—whe¬ 
ther emphasis an basic and core 
industries which are capital 
intensive or emphasis on la¬ 
bour intensive industries for 
achieving social justice through 
increased job apportunities. 

These ministers stated that 
(economic) growth itself could 
not achieve social justice. But 
one must admit that economic 
growth is also an important 
factor. One wonders whether 
there has been significant 
growth in our economy in re¬ 
cent years. Unless the econo¬ 
mic policies of the government 
are released from the prison 
of the ruling party’s ideologi¬ 
cal and dogmatic slogans, it is 
doubtful if any growth worth 
the name can be achieved. 
Aims like “Social Justice and 
Garibi Hatao" are laudable, 
but they become empty slo¬ 
gans when fruitful action and 
effort are not forthcoming to 
the desired extent. 

On foreign aid and self-re¬ 
liance the union minister con- 
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cerned did not rule out foreign 
aid altogether. That should 
be appreciated in the context 
of Dr I.G. Paters view that 
India should march towards 
self-reliance “progressively.” 
It is also relevant here to 
quote the editorial of an Eng¬ 
lish daily from Madras, that 
‘‘goals like self*reliance have 
also to be rescued from be¬ 
coming dogmas. 

Regarding the plea for a 
greater role for public sec¬ 
tor in the economy it can be 
justified only when it contri¬ 
butes to the social justice 
“positively” by making profits 
and not “negatively” by mak¬ 
ing huge losses! 


It seems that the seminar on 
the whole centred on the “De¬ 
velopment and Social Justice” 
in India alone. It would have 
been appreciated if the econo¬ 
mic journalists from other 
countries had enlightened the 
Indian public about “Deve¬ 
lopment and Social Justice”\in 
other countries with both com¬ 
munist and capitalists econo¬ 
mies. One doubts whether the 
seminar provided “some new 
insights into our problems” 
and suggested “new lines of 
action” as one union minister 
hoped. 

R. Manthramurthy 

Thanjavur. 


WANTED : ANECDOTES 


Sir, for the last 10 years I 
have been collecting interest¬ 
ing stories and anecdotes from 
the lives of politicians of diffe¬ 
rent countries from various 
sources. Some of their witty re¬ 
marks exchanged in the Legis¬ 
latures have also been collec¬ 
ted. All these have to be prin¬ 
ted in book form, but the col¬ 
lection is still incomplete. The 
readers are requested to send 
me interesting stories, anec¬ 
dotes and witty remarks that 
they might be knowing about 
the lives of foreign and Indian 


CORRECTION 

Sir, In regard to the carto¬ 
on drawn by me for the issue 
of Eastern Economist dated 
December 1 and note “Carto¬ 
on : correction” which appear¬ 
ed on page 1218 in the issue 
datpd December 15, I wish to 
point out that none of the 
press leports that I came 
across had stated that the 
Prime Minister sailed on the 


leaders, past or present, so 
that these can be included in 
the proposed publication. The 
names of readers who send 
the required information will 
be published in the book.” 

Jag Parvesh Chandra 

Deputy Chairman, 
Metropolitan Council, 
Delhi. 

(A reference to this letter ap¬ 
pears in ‘Moving Finger’, 
p 57—Ed.) 


CORRECTED 

Bhatkal lake with the Chief 
Minister of Haryana. 

Had there been such a report 
I would not have drawn a 
'literal” cartoon on that basis 
as that would hardly have 
been in line .with my idea of a 
cartoon. 

Kevy 

(A. R. Kerala Varma) 
New Delhi 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 1 
so much in repair and renovation costs.... 
you'll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose jyours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleum. Ltd., 
f.O. Birlopur,«, Far, mm, We»t Bengal. 
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COMPANY MEETINGS 


THE ASSOCIATED CEMENT COS. LTD. 


Statement of the Chairman, Mr. N. A. Palkhivala 

The following is the statement issued to shareholders by Mr. N. A. Palkhivala, 
Chairman, The Associated Cement Companies Limited, on the Company’s 
working for the year ended 31st July 1972. The 36th Annual General Meeting 
of the Company was held on Friday, January 5, 1973 at 4.00 pm. at the Birla 
Matushri Sabhagar, 19 Marine Lines, Bombay-20. 


On August 15, 1972, we 
completed 25 years of our 
independence with some im¬ 
pressive gains to our credit, 
and started the next quarter 
with a bewildering array of 
problems and difficulties. In 
the words of G.K. Chesterton, 
we seem to have not only lost 
the way but to have lost the 
map. 

2. The tide refused to roll 
back at the dictate of the 
King; and poverty has shown 
no signs of leaving India 
despite the stern and repeated 
admonition “Quit Poverty” 
uttered by men in power. 
Poverty is cruel but curable; 
perhaps the time has come to 
select a new cure on consi¬ 
derations of efficacy alone. 

3. There is no dispute that 
social justice is not merely a 
moral imperative but a politi¬ 
cal imperative, if democracy 
is to survive and restlessness 
is not to grow into rebellion. 
The vital point which is nor¬ 
mally missed in political his¬ 
trionics is that while it is pos¬ 
sible, in a poor country like 
India, to have economic 
growth without social justice, 
it is utterly impossible to have 
social justice without econo¬ 
mic growth. “Economic 
growth for social justice” 
would be a more rewarding slo¬ 
gan than “garibi hatao An 
increase in our gross national 
product is essential to gross 
national happiness. 

4. There is need in our 
time and land to recall the 
wise words of Robert S. Mc¬ 
Namara who has done more 
to better the lot of the under¬ 


developed countries than any 
other single individual in his¬ 
tory: “For a poor country to 
operate an economy which 
distributes income among the 
people more justly, there 
manifestly must be economic 
growth. Without economic 
growth a poor country can 
only remain poor. There is 
little point in trying to redis¬ 
tribute indigence”. 

5. If wc followed the prin¬ 
ciples of Old Economics, we 
would be content with mere 
increases in the gross national 
product, (f wc adopted the 
New Economics, wc would 
insist on growth with social 
justice. But we have chosen 
Non-economics, where ideo¬ 
logy reigns supreme, scarcities 
multiply and savings evapo¬ 
rate in inflation. 

6. While the country is in 
the grip of a grave crisis, it 
would be the height of folly to 
let our reaction to the crisis 
he determined by what is 
loosely assumed or hastily 
decried or piously hoped. We 
should isolate and excise the 
malevolent cells in our plan¬ 
ning and policies, which arc 
responsible for our economic 
ill-health. Unfortunately, only 
the finest of statesmen have 
the courage and perspicacity 
to do such an exercise. “You 
need dynamite to dislodge 
an idea that has got itself 
firmly rooted in the public 
mind”, said P.G. Wodchouse. 
An appeal to rationality and 
wisdom is so different from 
dynamite! 

7. If we were able and 


wiHing to learn in the school 
of experience and error, we 
would begin to understand 
that the public sector does 
not necessarily spell public 
good and the private sector 
does not merely spell private 
gain. Our scarce financial 
resources should not be wast¬ 
ed on ideological preferences 
which envisage a dichotomy 
between the public sector and 
the private sector. The Go¬ 
vernment and the people 
should think of only one 
sector—the national sector. 

8. Distortion of language 
precedes distortion of thought. 
Today wccall large-scale en¬ 
terprises “monopoly houses” 
merely because of their size, 
and we imagine that by pre¬ 
venting the expansion of large 
companies—even those in 
which the public financial 
institutions and thousands of 
common men hold the over¬ 
whelming majority of shares 
- -we are heading towards the 
goal of equitable distribution 
of wealth. The actual result 
is that production of basic 
commodities sufTers and the 
weakest section of the people 
find the prospect of satisfying 
the necessities of life recede 
farther and farther. 

9. If politics were behind 
our economic thinking and 
not in front of it, we would 
realise that it is wholly in the 
interest of the unprivileged, 
bowed by the weight of cen¬ 
turies of poverty, that many 
enterprises in the private 
sector, which subserve the 
common good and which we 
take such incredible pains to 


constrict, must be actively 
helped to expand far and fast. 
At the same time, a pattern 
of fair and equitable distri¬ 
bution of income must be 
built into our planning stra¬ 
tegy and we must insist upon 
social justice as a concomitant 
of economic growth. Our 
planning should aim at the 
goal that every 1 % increase in 
the average per capita income 
should be simultaneously 
accompanied by 3% increase 
in the per capita income of 
the bottom 40% of the popu¬ 
lation who live below the 
official poverty line; and our 
industrial controls should en¬ 
sure that a reasonable per¬ 
centage of the production of 
the basic industrial commo¬ 
dities like steel and cement is 
earmarked for the poorest 
sector. 

10. Every company should 
be encouraged to provide, 
wherever possible, bare essen¬ 
tials like water, all-weather 
roads, schools, simple houses 
and medical aid, within a 
substantially wide area around 
the company's works, and the 
expense should be made 
deductible for tax purposes. 
This would help to reduce the 
degrading deprivations that 
entrap our poorest classes 
who have been benefited so 
little out of the taxes collected 
all these years. 

11. In the last analysis it 
is only a sense of dedication 
and self-discipline which can 
enable us to ride the storm. 
The affluent section of society 
should have a self-denying 
ordinance to restrain their 
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expenditure, instead of waiting 
for legislation to bring about 
that result. Conspicuous con¬ 
sumption should be volun¬ 
tarily replaced by conspicuous 
austerity. Organised industrial 
labour has an equally impor¬ 
tant duty towards the nation. 
It is generally forgotten that 
even the lowest-paid unskilled 
worker in lafgerscale indus¬ 
tries gets total emoluments 
which place him among the 
top 10% of the nation in 
terms of income. Pushing up 
industrial wages further would 
not merely accentuate inflation 
but would blight the prospects 
of industrial stability and job 
potential and be gravely unfair 
to the poorest third of the 
nation who would be further 
hit by spiralling prices. 

12. The general observa¬ 
tions made above on the 
malaise afflicting the national 
economy, are of direct rele¬ 
vance to our Company’s ope¬ 
rations and its future. 

13. In my letter to you last 
October, I dealt with some of 
the important problems facing 
the industry and our Com¬ 
pany. The Directors’ Report 
and Accounts for 1971-72 
which are in your hands indi¬ 
cate how some of the problems 
proved intractable. In this 
Statement I propose to touch 
upon just a few of them again 
and refer to some events and 
developments in the current 
financial year. 

14. It cannot be overem¬ 
phasised that for a bulk pro¬ 
duct like cement and in an 
industry controlled as ours is, 
the twin decisive conditions 
for the health, and even the 
survival, of the industry arc— 
adequate price and adequate 
transport. 

15. The Government did 
nothing for an agonizingly 
long time about the industry’s 
repeated representations for a 
revision of the ex-works price 
ofxement, and finally passed 
on the problem to the Tariff 
Commission. Meanwhile, in¬ 
creases in the cost of produc¬ 
tion have gone on apace, 
mainly due to Governmental 
•action and other reasons be¬ 


yond the control of the indus¬ 
try including, the interim in¬ 
crease in wages in terms of 
the Prime Minister's award 
which will cost the Company 
nearly Rs 75 lakhs a year. The 
price of cement which was 
last fixed in April 1969 on the 
basis of costs prevailing in 
June 1968, has no relation to 
the present staggering level of 
unavoidable costs. A great 
deal therefore depends on the 
Tariff Commission's recom¬ 
mendations and prompt action 
thereon by the Government. 
Since it may be many months 
before the Tariff Commission’s 
final report is ready, the in¬ 
dustry has been pressing the 
Commission to recommend an 
immediate interim increase 
which is within the terms of 
reference laid down by the 
Government. 

16. As regards the trans¬ 
port of cement from the fac¬ 
tories to the points of con¬ 
sumption, f am glad to be 
able to tell you that wagon 
supplies have improved not¬ 
ably during the last two 
months as a result of the 
measures taken by the Rail¬ 
ways for which we are thank¬ 
ful. Along with the consi¬ 
derable movement by road 
which we have succeeded in 
stabilising, the improved 
wagon supply has enabled our 
factories to operate at a much 
higher level of capacity utilisa¬ 
tion. However, we may not be 
able to get wagons in the same 
numbers throughout the re¬ 
mainder of the current finan¬ 
cial year when imported grain 
will have to be transported 
inland from the ports and 
when the hoped-for bumper 
rabi crop will be harvested. 
While supply of wagons for 
the movement of cement is 
satisfactory at present, unfor¬ 
tunately the transport of coal 
to some of our factories is 
causing anxiety. This is be¬ 
cause the first priority for 
movement of coal is to the 
power houses all over the 
country, whose stocks of coal i 
are also precariously low. 

17. This brings me to an- i 
other jinx presently affecting i 
the cement industry, which is 
the power cut ranging upto i 
25% at our cement works in 
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those State where the failure 
of the monsoon has hit power 
generation. Between August 
and the end of December 1972 
we shall have lost. 1.25 lakh 
tonnes of production; and as 
we cannot expoct the power 
cuts to be lifted till the next 
rains, we arc likely to lose a 
further 2.10 lakh tonnes of 
production during the current 
financial year. This will be in 
addition to our production 
loss of 2.75 lakh tonnes which 
was caused by the country¬ 
wide strike of workers in 
cement factories in August 
1972. 

18. At present, the demand 
for cement outstrips the 
supply. The Cement Con¬ 
troller has estimated a short¬ 
fall of 2 million tonnes in 
1972. This shortfall is due 
both to a short-term and a 
long-term cause. The short¬ 
term cause in 1972 was 
inadequate transport due to 
the shortage of wagons which 
seriously affected despatches 
for the first nine months of the 
year. The long-term cause is 
that new capacity has not been 
coming up. This is because 
the ex-works retention price 
of cement which has remained 
unchanged for almost four 
years, has become so unremu¬ 
nerative, specially in relation 
to the very high capital cost 
of new cement capacity today, 
that no entrepreneur respon¬ 
sible for earning a return on 
investment can undertake the 
setting up of a cement factory. 
It may give you some idea of 
the increase in capital cost, 
that new factories today will 
cost nearly Rs. 500/- per 
tonne of annual installed 
capacity as against the cost of 
about Rs. 155/- per tonne 
which wc incurred on our 3 
million tonne expansion pro¬ 
gramme completed two years 
ago. 

19. It was for this reason 
that when we applied to the 
Government for licences for 
the establishment of a new 
factory of 6.6 lakh tonnes in 
Rajasthan, and for extensions 
of our Bhupendra and Wadi 
factories by 3 lakh tonnes and 
3.3 lakh tonnes respectively,— 
making a total of almost 13 
lakh tonnes per annum—we 


asked the Government for 
necessary incentives to enable 
us to go ahead with these 
projects. We have not yet 
received any communication 
from the Government con¬ 
veying their decision oh our 
applications, although during 
the course of the hearing 
under the Monopolies and 
Restrictive Trade Practices 
Act we were told that the Go¬ 
vernment did not propose to 
approve of our applications. 

20. It is still possible to 
effect extensions of existing 
plants fairly economically, 
provided such extensions can 
be achieved by technological 
improvements and installing 
minor balancing equipment. 
Accordingly, we are pressing 
the Government to approve 
expansions of 1 lakh tonnes, 
both at Bhupendra and at 
Wadi, and of 2 lakh tonnes 
at Jamul utilising additional 
granulated slag from the 
Bhilai Steel Plant. 

21. You will have seen 
from the published Report 
that we have dipped into our 
reserves more than in the 
recent past in order to recom¬ 
mend for your approval the 
payment of a dividend at 12% 
which has been maintained for 
the last 12 years. However, 
unless an early and substantial 
price increase is granted With 
a built-in provision for escala¬ 
tion against future rises in 
costs outside our control, it 
may not be possible to maintain 
the by-no-means-extravagant 
dividend of 12%. 

22. It has been both a 
difficult and a disappointing 
year for all of us. But in the 
conditions' of today, such diffi¬ 
culties are the occupational 
hazards facing both the execu¬ 
tive and the shareholder. 

23. Except for the unneces¬ 
sary strikes at Jamul and 
Madukkarai, the employees at 
the works, the collieries, the 
offices and other establish¬ 
ments did their jobs during 
the year, for which I would 
like to express our apprecia¬ 
tion and thanks. 

Bombay, December 28,1972 . 
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MADRAS REFINERIES LIMITED 

Speech of Shri M. Rama Brahmam, Chairman 

at the 6th Annual General Meeting of the Company held at MADRAS 
on the 19th December 1972 


Gentlemen, 

I welcome you to the Sixth 
Annual General Meeting oF 
Madras Refineries Limited. 

I am happy to say that the 
company's operations during 
the year ended June 30, 1972 
have been impressive and there 
is a further improvement in 
production. Crude throughput 
was 2.5 million tonnes at 
design capacity and production 
of Asphalt, Lube Base Stocks, 
ATF and LPG have been con¬ 
siderably increased. The total 
products have increased from 
1.5 million tonnes in 1969-70 
to 2.2 million tonnes in 
1971-72. 

The yield of middle distillates 
was 6.3% higher than design. 
Asphalt production was in¬ 
creased to 300 % ; LPG to 
140%; Motor Spirit to 120% 
of the design capacity. These 
increases were achieved by 
minor plant modifications and 
operational changes. 

The value of total sales has 
gone up from Rs. 2693 lakhs in 
1969-70 to Rs 5543 lakhs. The 
sales turn-over, at current 
prices is expected to go up to 
Rs. 6119 lakhs during 1972-73. 

The company has completely 
repaid the *B' series Dollar loan 


and after repayment before the 
end of December 1972, the ‘A' 
series Dollar loan will be re¬ 
duced from 14.88 millions to 
10.95 millions. Similarly the 
total rupee loan of Rs. 20.2531 
crores will be brought down 
to Rs. 11.73 crores by the end 
of December 1972. 

It may be of interest for 
you to know that this refinery, 
during the three years of pro¬ 
duction ended June 30, 1972 
has generated a total excise duty 
of Rs. 196.35 crores for the 
Central Fxchequer. During 
same period the State sales tax 
on the products aggregated to 
Rs. 14.56 crores. Excise Duty 
and sales tax for the year end¬ 
ing June 30, 1973 are expected 
to be Rs. 103.86 crores and 
Rs. 8.25 crores respectively. 

The company's operations 
during the three years 1969-70 
70-71 and 71-72 resulted in a 
cumulative profit of Rs. 4.50 
crores after providing for a 
total depreciation of Rs. 9.66 
crores and interest payments of 
Rs. 4.83 crores. A sum of Rs. 
280 lakhs has been provided 
towards development rebate 
reserve out of the said profits. 
It gives me great pleasure to 
announce that your directors 
have recommended a maiden 
dividend of 9 per cent gross 
on the paid up Equity Capital 


ofRs. 12,87,49,000 amounting 
to Rs. 1,15,87,410. 

The management is striving 
to do all it can by way of in¬ 
creasing the throughput within 
feasible limits, improving the 
product pattern within the 
frame of contractual and other 
obligations, developing new 
products such as inkol-80, 
Axles oil. Rubber extender oil 
etc. If these products prove 
successful in the tests, to¬ 
gether they could save foreign 
exchange of more than Rs. 3 
crores, besides making the cou¬ 
ntry self-sufficient in the special 
products. It is also expected 
that the company will supply 
the feedstock for the Carbon 
Black Plant to be set up in the 
neighbourhood of the refinery. 
In addition, the management 
has been and is taking all 
essential steps to improve- 
materials management, opera¬ 
tional efficiency, cut down waste 
planned preventive maintenance 
and performance budgeting. 

Shareholders will be pleased 
to note that the Madras Port 
Trust had opened the new oil 
jetty on September 15, 1972 
with improved facilities to berth 
and unload crude tankers draw¬ 
ing a draft of 42 feet. For some¬ 
time, however, the berthing 
facilities will be restricted to 36 
feet draft tankers during north* 



ShrL Rama Brahmam 

east monsoon period of Octo- 
ber-January. During other sea¬ 
sons 42 feet draft and facilities 
would be available. As you 
are aware, since early 1969, 
starting with a draft of 30 feet 
until now when new oil jetty 
is ready, your company could 
not utilise the tankers of the 
Shipping Corporation of India 
which were specially intended 
for transportation of crude for 
MRL. Consequently foreign 
flag tankers had to be chartered 
in these four years draining 
the country's foreign exchange 
to the tune of Rs. 21 crores. 
With the new oil jetty ready 
with improved facilities for 42 
feet draft tankers, we may 
now hopefully look forward to 
stopping of this very heavy 
drain of foreign exchange for 
SCI tankers should be able to 
berth at the oil jetty. 

You will be happy to know 
that two of our senior tech¬ 
nical personnel were taken on 
deputation to assist and guide 
their operating men by the 
Ceylon Petroleum Corporation. 
The UNIDO selected and 
appointed one of our safety 
personnel as Safely Expert in 
Syrian Arab Republic at Ohms 
Refinery. 

In this context, it is pertinent 
to point out that building up of 
high morale is crucial to develop 
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young njen of competence policies and systems suitable to 
devoted to work. In order to the changing needs of such 
build upthis high morale* better technology in order that the 
emoluments alone do not suffice progress of public enterprises 
a corporate philosophic idea can be achieved upto national' 
has to be established to which expectations, 
these men ut work could be Before I conclude, I thank all 
deeply committed. The idea 
behind the establishment of 
public enterpjrisb, its social and 
economic objectives, its key 
role as an instrument of State's 
economic policy, have to be 
clearly stated. Apart from the 
goals and objectives and the 
Corporate policy of individual 
public enterprise, the basic con¬ 
cept and idea of public enter¬ 
prise as such is of paramount 
importance. When once this 
idea is clearly staled, it should 
be possible, I believe, for the 
managements of individual 
enterprises to frame and define 
their respective internal policies 
uith more precision and pur¬ 
posefulness. Also, when once 
this idea is well staled, it is 
possible to delineate the speci¬ 
fic jurisdictions of the Govern¬ 
ment which is the owner and 
the individual public enter¬ 
prise. In the absence of such a 
clear statement of the idea, the 
internal management policies 
and procedures of individual 
public enterprise as well as 
the nature of relationship bet¬ 
ween the Government and a 
public enterprise are blurred. 

Procedures, systems and atti¬ 
tudes derived from an era when 
the Govcrnement agencies 
were primarily concerned with 
revenue collection do not go 
well with a commercial or 
manufacturing enterprise. The 
very nature of work involved 
and the objects of the enter¬ 
prises call for a different ap¬ 
proach technique and system. 

It is imperative that as we move 
ahead in public enterprise imbi¬ 
bing more and more modern 
technology and sophisticated 
techniques of production, we 
have to simultaneously adopt 


my present and past colleagues years to come, 

on the Board for their coopera¬ 
tion and guidance. I wish to 

sincerely thank all employees NOTE : The above does not 
of the company who gave their purport to be a record of the 
best and express the hope proceedings of the Annua! 
that they will continue to do so General Meeting. 
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GOLDEN TOBACCO COMPANY LIMITED 


Speech by the Chairmen, Shri Chatrabhuj Narsee, at the Seventeenth 
Annual General Meeting of the Company on 28th December, 1972 


Ladies and Gentlemen, 

I welcome you all to this 
Seventeenth Annual General 
Meeting of the Company and 
convey on behalf of the Board 
of Directors our sincere thanks 
to youfor readily subscribing 
to the share capital of the Com¬ 
pany and making our Public 
Issue of January 1972 a grand 
success. I consider it your 
contribution to the ideal on 
which this Company has been 
built and which it pursues. 
The ideal is total self-reliance. 
In this the people of this great 
country will have to play a posi¬ 
tive role. Only self-reliance 
as a way of life can bring to 
the nation self-confidence and 
self-respect in the comity of 
nations. 

The Statement of Accounts 
for the year ended 30th June 
1972 and the Directors’s Re¬ 
port thereon have been sent to 
you quite in advance and 1 
therefore take it that you have 
read them. 

ECONOMIC CRISIS 

Wc are meeting at a time 
when the economic conditions 
appear to be depressing, but 
1 am one of those optimists 
who firmly believe that ad¬ 
versities are part of the cycle 
of life. Adversity often brings 
out the best in us! 

A serious crisis in our fo¬ 
reign exchange resources is 
looming large and it is a 
crisis brought about by several 
factors, mainly; 

(a) Aftcr-elTects of war last 
year. 

( b) The need to import food- 
grains due to failure of the 
monsoon this year. 

(c) Steep increases in the 
remittances by foreign com¬ 
panies operating in our country 


and the increasing liability on 
this count year after year. 

In this context I would like 
to touch upon the interrelated 
questions of need for foreign 
assistance, operation of multi¬ 
national companies and how 
our future hinges on implemen¬ 
tation of the policies aimed at 
true self-reliance. All this 
vitally concerns our industry 
and therefore I think fit to ac¬ 
quaint you with the environ¬ 
ment in which your Company 
operates. 

FOREIGN COLLABORATION 

WHERE, AT WllAT COST? 

For any country, developed 
or underdeveloped, it is well 
nigh impossible to remain in 
isolation. Collaboration with 
other countries in various fields 
— social, cultural, economic, 
scientific, political, etc.— is 
the order of the day. But a 
discerning country always 
evaluates such collaboration in 
terms of the ultimate national 
interest. A developing country 
often achieves speedy progress 
by availing itself of know-how 
borrowed from advanced 
countries, all the while aim¬ 
ing at a level of economic de¬ 
velopment that enables It to 
progress further on its own. 

This poses a question as to 
where precisely and at what 
cost we should seek and utilise 
foreign collaboration. Our 
Government’s policy is to 
permit collaboration, financial 
as well as technical, in the 
core or priority sectors and in 
those fields where technical 
know-how is not available in¬ 
digenously. But unfortunately 
there have been lapses and 
consequently foreign collabo¬ 
ration has crept into even those 
fields where it is avoidable and 
it is detrimental to the national 
economy. In the national inte¬ 
rests if foreign participation is 
not allowed in certain indust¬ 


ries, the policy will prove self- 
deteating in purpose, if the 
existing foreign companies are 
allowed to expand and domi¬ 
nate. 

Foreign capital participation 
is beneficial to the country if 
it comes in a big way 
and is confined to industries 
requiring long gestation 
periods which alone justifies re¬ 
mittance of profits commen¬ 
surate with the risk invol¬ 
ved and the benefit derived. 
On the other hand in consumer 
industries characterised by huge 
turnover and high profitabi¬ 
lity, often out of proportion to 
the original capital brought in, 
it is in the national interest to 
go in for know-how alone for 
a limited period and that 
against a fixed payment of 
royalty or know-how fees. 

JAPANESE EXAMPLE 

In this respect Japan has 
set an example well worth 
emulating. She has all along 
been importing technology 
from other countries, not 
allowing capital investment or 
any camouflaged know-how 
for the exploitation of inter¬ 
national brand names in the 
domestic market. It is said 
that in Japan international 
brand names are banned in the 
domestic market but are 
allowed for exports. The phar¬ 
maceutical industry alone ex¬ 
ports products of imported 
know-how worth about sixteen 
times as much as the foreign 
exchange remitted in respect of 
know-how fees. India as a de¬ 
veloping country can ill afford 
Pot to benefit by this Japanese 
example. 

In our country, however, we 
find the majority of the foreign 
companies operating in bran¬ 
ded consumer goods industries 
where collaboration, financial 
or technical, is tied with the 
use of international brand 


names in our domestic market. 
Foreign companies are there¬ 
fore able to exploit the 
entire domestic market and 
command huge turnover and 
high profits remitted abroad 
against small original foreign 
investments. In many cases 
the annual remittances are 
many times the original 
investment. In fact such pro¬ 
fits are earned not only on the 
foreign paid-up capital but 
also on huge rupee finance ob¬ 
tained by way of loans from 
banks, financial institutions, 
deposits from the public, 
debentures, and shares issued 
to Indian puclic at premium, 
etc* 

MULTINATIONAL CORPO¬ 
RATIONS 

This brings me to the opera¬ 
tion of foreign companies in 
India, most of which are 
part of the multinational 
cartels, directing and cont¬ 
rolling the operations from 
their headquarters abroad. The 
impact of the growing and 
concentrating economic po¬ 
wer of these corporations on 
the social, political and eco¬ 
nomic life of the developing 
countries of the third world is 
so alarming that it has been 
chosen for a study by the Eco¬ 
nomic and Social Council of 
the United Nations. A recent 
study by the UNCTAD has 
also revealed that with total 
turnovers often exceeding the 
GNP of most countries, the 
multinational giants not only 
stifle the economy but also 
undermine the very sovereignty 
of many lands. 

The multinational companies 
operate through their subsidia¬ 
ries or branch offices, or by 
capital participation in colla¬ 
boration with local interests. 
Whatever be the mode of 
operation, the ultimate goal 
of these companies is large 
volumes of turnover with high 
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profits out of all proportions 
to their small original invest* 
ment. And this they always 
achieve. 

INTERNATIONAL BRAND 
NAMES 

This achievement is ensured 
by the use of . international 
brand names and in the process 
they eliminate indigenous com¬ 
petition. Obviously, in our 
country the.foreign companies 
operate mostly in the con¬ 
sumer industries as the use of 
international brand names 
fetches premium in price; it 
causes colossal drainage of fo¬ 
reign exchange by way of 
profits, royalty, know-how fees, 
share of expenses of the ad¬ 
ministration of the parent com¬ 
pany, etc. 

A novel method of payment 
of such royalty has been adop¬ 
ted by several foreign com¬ 
panies by capitalising the rights 
to use proprietary trade marks. 
The foreign monopoly in the 
cigarette industry, for instance, 
has issued to the parent com¬ 
pany shares worth Rs. 4.90 
crores for such consideration 
with the result that the yearly 
payment in respect of inter¬ 
national brand names amounts 
to Rs. 70 lakhs in the form of 
dividend. An evil perpetuated, 
this is an addition to the ulti¬ 
mate liability for repatriation in 
foreign exchange of the amount 
of the shares with appreciated 
value. 

The darkest aspect of the 
operation of these foreign 
companies is that it invariably 
hampers the growth of 100% 
Indian enterprises in spite of 
the ready availability of indi¬ 
genous know-how and other 
resources as well as a vast 
and growing consumer market 
in the country. 

The products with inter¬ 
national brand names loudly 
claiming and advertising fo¬ 
reign ownership or origin are 
made in India, but they are 
instrumental in the exploita¬ 
tion of the vast resources of 
our country and the millions 
of consumers solely for the 
benefit of the foreign investors. 
Since we achieved political 
independence in 1947 we have 


drifted away from the tenets 
of Swadeshism preached and 
practised in tfie pre-indepen¬ 
dence era. The present gene¬ 
ration will do well to be re¬ 
minded of the fact that almost 
in the case of every product 
we consume every day we 
become instrumental, though 
unknowingly, in draining away 
precious foreign exchange re¬ 
sources of our country by the 
use of the products bearing 
international brand names 
manufactured in India by 
foreign companies. Take for 
example toothpaste, tooth¬ 
brush, bread, tea, coffee drink¬ 
ing chocolate, soft drinks, 
biscuits, confectionery, cigaret¬ 
tes, matches, soap, cosmetics, 
pharmaceuticals, batteries, elec¬ 
tric bulb, tube-light, bicycle, 
typewriter, lyre, or what have 
you. 

The recent International 
Seminar on Technology Trans¬ 
fer held in Delhi under the 
auspices of the UNIDO sound¬ 
ed a timely warning that de¬ 
veloping countries should be 
careful not to accept “camou¬ 
flaged technology”, purport¬ 
ing to manufacture goods with 
international brand names and 
trade marks, while equally 
good products could be made 
with indigenous know-how. 

CONSUMERS LURED 

The products marketed in our 
country under international 
brand names are not neces¬ 
sarily identical in quality with 
the products sold abroad. The 
consumer in India pays for the 
name and not for the quality. 
Unfortunately, in our country 
the consumers, by and large, 
are still carried away by pro¬ 
ducts imported smuggled or 
made in India by foreign com¬ 
panies and marketed under 
international brand names. 

MALPRACTICES GALORE 

The foreign companies as¬ 
sume even names designed to 
Indianise their corporate im¬ 
age; but when it comes to 
marketing, they use and widely 
publicise the international 
brand names claiming foreign 
ownership to boost the sales. 
This becomes a handicap to 
products manufactured by 


100% Indian enterprises even 
if they are better in quality. 

RESTRICTIVE TRADE 
PRACTICES 

Foreign companies enter the 
field in a comparatively small 
way—the thin end of the wedge! 
— and in no time they 
grow and develop a hold over 
production and market which 
is monopolistic. The indigen¬ 
ous industries are wiped out 
from the field and the mono¬ 
poly grows bigger and bigger, 
in spite of legislations regu¬ 
lating the industrial develop¬ 
ment of the country. 

All the monopolies have a 
common character and they 
adopt a set pattern of restric¬ 
tive practices to eliminate com¬ 
petition. The modus operandi 
comprises; 

1. Choking of normal trade 
channels; 

2. Direct brand competition, 
specially by the use of inter¬ 
national brand names claim¬ 
ing foreign ownership; 

3. Price cutting and price 
manipulation; 

4. Buying over the competi¬ 
tor or his production capa¬ 
city; 

5. Vilification of rival 
brands. 

The Government of India 
has laid down a laudable policy 
to encourage production of 
cigarettes only by 100% In¬ 
dian companies to take care 
of the increased demand and 
therefore has not issued so 
far any licence for expansion 
or for setting up a new unit by 
any foreign company. Yet the 
foreign monopoly, with a 
domination to the extent of 
over 70% of the total pro¬ 
duction and sales, merrily 
continues to expand without 
any reference to or any licence 
from the Government, while 
the indigenous units suffer an 
enforced idle capacity. 

The Government has very 
rightly acted in time by pre¬ 
venting foreign oil companies 
from marketing under their 


brand names various products 
manufactured by Indian com¬ 
panies. Similarly, steps are 
being taken to curb remittances 
of foreign exchange and loosen 
the grip of these oil companies 
on our economy, if need be, 
even by nationalisation. If 
such effective steps could be 
taken now in the priority in¬ 
dustries like oils, and much 
earlier in soap and match in¬ 
dustries, nothing shall come 
in the way of the Government 
curbing the foreign monopo¬ 
lies in low priority non-essen¬ 
tial consumer industries, to 
help conserve foreign exchange 
and ensure development of 
100% Indian enterprises. 

After four decades filled 
with toil, trials and tribula¬ 
tions, your Company occupies 
a pre-eminent position in the 
indigenous sector of the ciga¬ 
rette industry iq which the 
foreign monopoly has wiped 
out some 200 Indian enter¬ 
prises and prevented many 
more from entering the 
field. Against this background 
1 now come to your Company’s 
operations in 1971-72, not a 
spectacular year for the ciga¬ 
rette industry as a whole. Your 
Company, however, continued 
to consolidate its position. 

COMPANY’S OPERATIONS 

During the period under re¬ 
view the sales turnover of the 
Company was Rs. 40.79 crores 
as against Rs. 39.60 crores 
in 1970-71. As you may 
know, during 1971-72, the Ex¬ 
cise Duties were increased 
twice, once in December 1971 
and again in the Union Budget 
of March 1972. Such addi¬ 
tional Excise Duties registered 
an increase of Rs. 2.17 crores. 

Your Company has made a 
representation to the Govern¬ 
ment that keeping in mind low 
income of the millions in our 
country and the fact that 
cigarettes and other items like 
tea are perhaps the only luxu¬ 
ries they can afford, it would 
be in the interests of the mil* 
lions of consumers and ulti¬ 
mately also in the interests of 
revenue if it is made possible 
to manufacture and market 
such things within the reach 
of the common man. 

The all-round inflation in 
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the economy continued to 
have a cumulative effect of a 
rise in the costs of all inputs. 
Besides, the spiralling prices 
resulted in the lower purchas¬ 
ing power of the consumer, 
adversely affecting the sales of 
a consumer item like cigarette. 
Droughts and famines in the 
various parts of the country 
further depressed the levels of 
consumption. The conse¬ 
quent shrinkage in the 
cigarette market naturally 
resulted in a fierce competi¬ 
tion. 

CIGARETTE FACTORIES 
IN JOINT SECTOR 

r Tt is the Government's policy 
to decentralise industries for 
the removal of regional im¬ 
balances and to curb the con¬ 
centration of economic power 
in the hands of the monopoly 
houses. In tune with this 
policy, six States in India ob¬ 
tained letters of intent to put 
up cigarette factories in the 
joint sector and your Company 
has offered to them full 
technical know-how in addi¬ 
tion to some capital partici¬ 
pation. 

EXPORTS 

Your Company secured a 
repeat order for export to 
Russia of 400 million Panama. 
During the period under re¬ 
view your Company exported 
cigarettes worth Rs. 115 lakhs 
and tobacco valued at Rs. 33 
lakhs. I am glad to inform you 
that for the lirsl time your 
Company has obtained an 
initial export order from 
Hungary. For the execution 
of this order a special custom- 
made pack has been designed 
by us. 

The company is planning to 
step up exports in the coming 
years. 

BAROIM FACTORY 

The Baroda factory Inis 
gone into initial production. 
Sonic machinery has been ins¬ 
talled and the rest is under ins¬ 
tallation, on way or yet to Iv 
shipped. There have been in¬ 
evitable delays in licensing pro¬ 


cedure. availability of const 
ruction materials etc. 


BRIGHT FUTURE 

I have every reason to be 
sanguine about the future of the 
indigenous cigarette industry 
in general, and your Company 
in particular. It will not be 
long before the Union Govern¬ 


ment intensifies its drive for 
true self-reliance in every field 
and takes active steps to curb 
foreign economic domination. 
With the total implementation 
of the Government's declared 
policy to encourage only wholly 
Indian-owned companies to 
take care of the increase in 
the demand for cigarettes, I 
am sure, the Indian Cigarette 
Industry will have a bright 


^future. 

Before I conclude, I would 
like to place on record my 
sincere thanks to my collea¬ 
gues on the Board, the em¬ 
ployees of the Company, the 
distributors and the trade at 
large, and millions and mil¬ 
lions of our patrons whose un¬ 
stinted support Golden To¬ 
bacco ever cherishes. 
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RECORDS 

AND 

STATISTICS 


Tangible wealth 
in India 

The total tangible wealth at 
current prices in India increa¬ 
sed by 54 per cent during the 
five-year period from 1960-61 
to 1965-66, from Rs 67,939 
crores to Rs 1,04,498 crorcs 
excluding tangible wealth in 
forestry, according to a study 
“Estimates of Tangible Wealth 
in India” published in the 
October 1972 Bulletin of the 
Reserve Bank of India. The 
increase was accounted for by 
both land and reproducible 
tangible wealth —the value of 
land rising from Rs 21,317 
crores in 1960-61 to Rs 31,378 
crores in 1965-66 (+47) per 


cent) and the total reproduci¬ 
ble tangible wealth from Rs 
46,622 crores to Rs 73,120 
crores (+57 per cent). The 
real increase in the total tan¬ 
gible wealth obtained by 
deflating the estimates in terms 
of the investment-cost index 
was about 24 per cent over the 
five-year period under review. 

Although the value of house¬ 
hold property (excluding land 
and assets used in farm busi¬ 
ness) moved up from Rs 19,630 
crorcs to Rs 25,570 crores, its 
share in the total tangible 
wealth declined from 28.9 per 
cent in 1960-61 to 24.5 per 
cent in 1965-66. The value of 
the reproducible tangible 
wealth rose from Rs 7,518 
crores to Rs 12,037 crorcs in 
agriculture and allied activities, 
from Rs 7,309 crores to Rs 
14,732 crores in mining and 


manufacturing, from Rs 5,825 
crores to Rs 10,362 crorcs in 
transport and communications, 
from Rs 4,331 to Rs 7,293 in 
trade and commerce, and from 
Rs 2,009 crores to Rs 3,126 
crores in government administ¬ 
ration. In the two sectors 
“mining and manufacturing' 1 
and “transport and communi¬ 
cations”, manufacturing indus¬ 
tries, electricity generation and 
transmission, railways, roads 
and bridges, and vehicles re¬ 
corded considerable increases 
in their reproducible tangible 
wealth. 

The accent on expansion of 
public sector in the third five- 
year Plan is reflected in the 
rise in the share of reproducible 
tangible wealth owned by the 
public sector from 20.4 per 
cent (Rs 9,524 crores) in 1960- 
61 to 25.2 per cent (Rs 18,453 
crores) in 1965-66, the rise 
being mainly in manufacturing 
industries, electricity genera¬ 
tion and transmission, trans¬ 
port, and public land improve¬ 
ment and irrigation works. 
The share of the private sec¬ 
tor declined from 79.6 per cent 
to 74.8 per cent, though in 
absolute terms the total value 
rose from Rs 37,098 crores 
to Rs 54,667 crores. The 
decline in the share was wholly 


in the household sector the 
share of which moved down 
from 70.6 per cent to 64.5 per 
cent, despite the rise in total 
value of reproducible tangible 
wealth from Rs 32,908 crores 
to Rs 47,189 crores. The dec¬ 
line in the household sector 
was mainly in the form of 
household property and its 
wealth in agriculture and allied 
activities. The value of re¬ 
producible tangible wealth 
owned by the private corporate 
sector rose from Rs 3,937 
crores (8.5 per cent of the 
total) in 1960-61 to Rs 6,792 
crores (9.3 per cent) in 1965-66 
and the value of wealth owned 
by co-operative societies from 
Rs 253 crores (0.5 per cent) to 
Rs 686 crores (1.0 per cent). 

The reproducible tangible 
wealth held in the form of 
heavy plant and machinery 
accounted for about 10.9 per 
cent (Rs 7,933 crores) of the 
total reproducible tangible 
wealth in 1965-66, against 7.9 
per cent (Rs 3,693 crorcs) in 
1960-61. The proportion of 
inventories in the total repro¬ 
ducible tangible wealth, 
however, rose marginally from 
27.5 per cent (Rs 12,820 
crores) in 1960-61 to 27.9 per 
cent (Rs 20,419 crores) in 
1965-66. The share of house- 


Rcproducible Tangible Wealth 

(According to ownership rights) (Rs crorcs) 


Item 

Total value of reproducible tangible wealth (excluding forestry) 
Value of reproducible tangible wealth owned by: 

(a) Public sector 

(b) Total private sector 
Private corporate sector 
Co-operative societies 
Households 


Value of reproducible wealth in the form of 
Household buildings 

Other buildings and other constructions 

Plant and machinery 

Inventories 


Other assets 


1960-61* 

1965-66* 

46,622 

73,120 

9,524 

18.453 

(20.4) 

(25.2) 

37,098 

54,667 

(79.6) 

(74.8) 

3,937 

6,792 

(8.5) 

(9.3) 

253 

686 

(0.5) 

(1.0) 

32,908 

47,189 

(70.6) 

(64.5) 

16,189 

20,343 

(34.7) 

(27.8) 

8,363 

14,357 

(18.0) 

(19.6) 

3,693 

7,933 

(7.9) 

(10.9) 

12,820 

20,419 

(27.5) 

(27.9) 

5,557 

10,068 

(119) 

(13.8) 


Note;—F igures in brackets relate to percentages to total reproducible tangible wealth. *At current prices. 
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hold buildings, however, dec¬ 
lined from 34.7 per cent to 
27.8 per cent though the value 
increased from Rs 16,189 
crorcs to Rs 20,343 crores. 
Other buildings and other 
constructions owned by non¬ 
households and “other assets” 
showed slight increases-- from 
18.0 per cent (Rs 8,363 crores) 
and 11.9 per cent (Rs 5,557 
crores) to 19.6 per cent (Rs 
14,357 crorcs ) and 13.8 per 
cent (Rs 10,068 crores), respec¬ 


tively. 

Considering ihe comparable 
estimate of the reproducible 
tangible wealth of about Rs 
17,100 crores for the year 
1949-50, the average annual 
rate of real growth, which was 
about 9.0 per cent during the 
period 1949-50 to 1960-61, 
appears to have declined to 
about 5.5 per cent between 
1960-61 and 1965-66. The 
capital-output ratio in agricul¬ 


ture and allied activities ex¬ 
cluding forestry remained re¬ 
markably stable around 1.16 
in 1960-61 and 1965-66, while 
the ratio increased from 4.0i 
to 5.09 in the case of large- 
scale mining and manufactur¬ 
ing and from 9.64 to 10.55 in 
the case of transport and com¬ 
munications. The capital- 
output ratio in trade and com¬ 
merce, however, declined to 
2.60 in 1965-66 from 2.86 to 
which level it had increased in 


1960-61 from 1.35 in 
The overall capitalrOuH 
ratio increased from hwSm 
1949-50 to 3.52ml96ti-6i;» 
declined to 3*36 in 1965*$ 
As a result of the gap befiWfc 
net domestic savings and 3 
capital formation, the onUM 
ding net foreign liabilities i 
the country increased from ? 
per cent of the total rep* 
ducible tangible wealth : 
1960-61 to 5.3 per cent 
1965-66. 


Estimates of Tangible Wealth 

(At current prices) (Rs crores) 


1. Total Tangible Wealth 
Of which: 

2. Value of land 

3. Total Reproducible Tangible Wealth* 

Of which: 

Agriculture and allied activities (1—2)* 

Agricultural implements and joint farming co-operative societies 
Livestock on farm 

Rural non-residential house properly 
Fisheries 

Land improvement and irrigation works (Private) 

Land improvement and irrigation works (Public) 

Plantations other than tea 

Mining and manufacturing 

Tea plantations 

Mining and quarrying 

Manufacturing industries (Public sector) 

Manufacturing industries (Private sector factories) 

Co-operative manufacturing and processing societies 
Electricity generation and transmission 
Miscellaneous industries 
Small enterprises 

Transport and communications 

Livestock for traction/transport 
Shipping and navigation 
Railways 
Airways 

Communications 
Other transport 
Vehicles 

Roads and bridges 

Government administration 
Trade and commerce 
Trade 

Trading co-operative societies 
Hotels and restaurants 
Financial institutions 

Household property 

Rural residential property 
Urban residential property 
Urban non-residential property 
Durable household goods 


* Excluding value of capital stock in forestry. 


1960-61 


1965-66 




a' 


I 


v* 






67,939 

1,04,498 

21,317 

31,378 

46.622 

• 73,120 

7,518 

12,037 

428 

853 

2,252 

3,402 

1,178 

1,421 

67 

133 

2,415 

3,887 

1,158 

2,300 

20 

41 

7,309 

14,732 

241 

273 

229 

602 

787 

2,100 

3,097 

5,948 

112 

261 

1,163 

2,842 

73 

198 

1,607 

2,508 

5,825 

10,362 

329 

496 

120 

186 

2,333 

4,276 

48 

76 

186 

326 

48 

75 

1,071 

2,042 

1,690 

2,885 

2,009 

3,126 

4,331 

7,293 

4,083 

6,727 

44 

154 

100 

177 

104 

235 

19,630 

25,570 

5,610 

7,085 

7,521 

9,470 

1,880 

2,367 

4,619 

6,648 
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_ jiaivirtr At the time of writing, New Delhi's 

>„ J IJG qames gossip mills are working overtime^ grio4- 

® _ ing out speculations about impending 

aha rtlaVQ changes in the council of ministers. 

|T ® There is, however, no tendency anywhere 

to expect that Mrs Gandhi would carry out major surgery, plastic or other. It is 
fairly obvious that she is, to a considerable extent, the prisoner of circumstances, 

. more or less historic. Take, for instance, the case of Mr Y.B. Chavan. His func¬ 
tioning at the Finance ministry has been, on any reckoning, a lack-lustre performance. 
Normally, the finance minister is expected to provide day-to-day leadership to econo¬ 
mic policy-making under the general direction or guidance of the prime minister. 
Mr Chavan has never been able to fulfil this role. His voice has not only been mere¬ 
ly one of the many ministerial voices, all shouting at about the same time, but it has 
also been getting lost, most of the time, in this cacophony. As a matter of fact, 
even at a time when the economy is heading towards a crisis, the finance minister 
has been unable to come forward confidently and make at least some reassuring 
noises in public. It may be that the greater part of the blame for this sorry situation 
belongs elsewhere and not to Mr Chavan’s physically broad shoulders. But, then, 
in fairness to the public, the prime minister should give the Finance portfolio to a 
colleague whom sne would normally accept as her chief collaborator or counsellor 
in economic policy-making. It is possible that Mrs Gandhi wants to do precisely 
this, but then such is the legacy of the great split of 1969 that she is probably not in 
a position to deal with the Finance portfolio in a businesslike manner without upset¬ 
ting the delicately wrought permutations and combinations of the hierarchical 
pattern of her party. It is of course easy to think of a number of other positions 
in the cabinet in any one of which Mr Chavan should be able to make an effective 
contribution lo the working of the government or the good of the country. But 
then, the prime minister is not (or does not feel that she can act as) a free agent in 
this matter. 
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Mr Jagjivan Ram presents a somewhat different problem. Probably the ablest 
administrator in the central government today, he has been doing as competent a job 
at the Defence ministry as he had done in any of the other ministries over which 
no had presided earlier. All the same, it is objectively true that his great political and 
organisational talents can be best utilised in the present circumstances in the Home 
portfolio. Andhra has shown that the prime minister needs at her side a seasoned 
colleague, with a long memory of Congress politics who could, from the vantage 
point of the Home ministry anticipate or guard against this kind of crisis situations 
developing or getting out of control. But, here again, Mrs Gandhi seems to be less 
than free to reallocate portfolios in a practical manner as it might be risky to take 
liberties with the existing hierarchical checks and balances. 

Since Mr P. N. Haksar has just relinquished office as principal secretary to the 
prime minister, his name has been figuring, quite naturally, in speculations about 
changes in the cabinet. It is quite possible to recognise and appreciate the role Mr 
Haksax had been playing in the evolution of Mrs Gandhi's political and economic 
strategies for consolidating her power in the government and the party, without 
necessarily accepting all the legends which have been circulating in this connection. 
It is clear that Mr Haksar has been one of the dynamic personalities in the function¬ 
ing of the government at the centre and it would only be logical that his services, 
if he is witling to continue to extend them, should be utilised in an overt political 
capacity. There would be a problem here, however, of ensuring that the possibili¬ 
ties of personal clashes within the cabinet are not courted. Recent trends in the 
politics of New Delhi have indicated that the minister for Planning, Mr D. P. Dhar, 
is working strenuously to acquire a large say in economic policy-making, with the 
prime minister giving him some encouragement and a lot more sympathy. If Mr 
Haksar is to be inducted into her cabinet, it would be wise for the prime minister 
to ensure that one more attempt at individual empire-building does not come into 
conflict with the one which is already under way. Mr Haksar’s cabinet responsibi¬ 
lities, assuming that he becomes a minister, should, in other words, be such that 
they do not overlap or cut across Mr Dhar’s area of interest. This would suggest 
that a reasonable arrangement could be for Mr Haksar to go to the ministry of Exter¬ 
nal Affairs. 


Moving Finger .. 109 

Trade Winds 

World Bank Debt Relief; IDA 
Credit; National Water Grid; Cor¬ 
poration for TN Taxis; New Wagon 
Developed; Symposium on Sponge 
Iron Technology; Hindustan 
Steel; STC; Electronics Team for 
Paris; Development of Colour TV; 

Telex Expansion; Microwave Net¬ 
work; Trade Pact with Sudan; 
Trade Protocol With Poland; Indo- 
Hungary Trade Protocol; Indo- 
Czech Agreement; UP State Agro 
Ind. Corpn.; High Power Economic 
Body; Panels on Grain Trade Take¬ 
over; Relief Projects; Wool Alloca¬ 
tion; Review of Excise Tariff on 
Tobacco; Scheme for New Tax¬ 
payers; Leipzig Fair; Madras 
Refineries; In Brief; Names in the 
News. 110-114 

Company Affairs 

ACC; Shriram Refrigeration; Golden 
Tobacco; Vazir Sultan; Siemens; 
Kamani Engineering; Sudarshan 
International; Fuji Bank: Indo- 
Malaysian Bank; News and Notes; 
Mergers; New Issues; Company 
Meeting; Interim Dividend; Divi¬ 
dends. 115-120 


There are at least two elderly ministers in the central government whose further Company Meeting 
sojourn in the cabinet will have to be explained only in terms of the prime miinistcr’s The Mysore Paper Mills Ltd. 121 

sentiment or other personal considerations. It is obvious that the ministry of Food D . . c , . 

and Agriculture could do with a new incumbent such as Mr L. N. Mishra who is not K*COros ana statistics 
afraid to act or go after results. There should be even less doubt that the ministry An Approach to the Science and 
of Health and Family Planning calls out loudly for an eager, and if possible rela- Technology Plan 


122 



relatively young, beaver, if the birth con¬ 
trol campaign is not to become moribund. 
There is another minister, also heavy 
with years, in respect of whom at any 
rate, the prime minister may not be nurs¬ 
ing considerations, sentimental or other¬ 
wise personal. The present minister for 
Irrigation and Power came to political 
office because of his distinguished record 
as an engineer and it was thought at the 
time that a technocrat would be a suitable 
minister for this portfolio. That Dr Rao 
has acquitted himself well on the whole 
need not be denied, but it is possible that 
he is outstaying his utility. Given the 
dimensions of the ‘power’ problem, the 
ministry concerned could do with a chief 
who has both political savvy and admi¬ 
nistrative punch of an order which it 
would be unfair to expect of Dr Rao. 

Turning to the more positive aspects of 
cabinet reorganisation such as the ‘promo¬ 
tion’ of promising or proven junior minis¬ 
ters, or a search for outside talent, it may 
be wiser for this journal or indeed any 
observer of or commentator on the New 
Delhi scene to refrain from suggesting 
names for the simple reason that it may 
spoil the chances of the ‘possibles’. While 
the choice of ministers is undoubtedly the 
prerogative of the prime minister, it is 
undeniable that Mrs Gandhi has been 
particularly prone to exercise this preroga¬ 
tive in terms of her stubborn likes and 
dislikes where individuals arc concerned. 
All that may be usefully said therefore is 
that she should realise the need for port¬ 
folios such as Foreign Trade or Petroleum 
and Chemicals being made the responsibi¬ 
lities of ministers with the needed aptitude, 
experience, knowledge or skills. The 
prime minister would do well to show in 
this case a preference for professionals as 
against amateurs. 

While ‘cabinet changes’ is always a 
tempting topic for speculation, idle or 
otherwise, it must be borne in mind that 
Mrs Gandhi is only too apt to indulge 
herself by tinkering with things even when 
a substantial reorganisation of govern¬ 
ment is expected or indicated. It is there¬ 
fore always possible that, even if she were 
to reshuffle the pack, she might shuffle 
it all too slightly. There is, however, one 
compelling obligation that the prime 
minister does owe to the public and this 
is that, whether she makes major changes 
in thfc cabinet or not, she should see to it 
that her ministers work as a team. This 
quality of coordination is now conspicu¬ 
ous by its absence. A reference was made 
earlier to the need for avoiding the risks 
of personality clashes within the govern¬ 
ment. There is however a feeling in the 
country that such clashes are already 
taking place in Mrs Gandhi’s council of 
ministers. In any case, the public utter¬ 
ances of the minister for Planning and the 


fillister for Industrial Development cer¬ 
tainly do not give the impression that they 
are able to think alike on mqfor issues of 
management of the economy. It is possi¬ 
ble that the prime minister herself knows 
the name of the game she may be playing, 
but not many others seem to be wise to it! 
The government, no doubt, has been a 
dull and drifting business in its handling 
of the economic affairs of the nation. 
Nevertheless, it must be possible for the 
prime minister to get the best out of indi¬ 
vidual colleagues in terms of initiative or 

The power 

chaos 

No one, not even the union minister for 
Irrigation and Power, believes the present 
power crisis in the country is a passing 
phase, although it might have been just 
this and no worse had our power stations 
been spared bad management of personal, 
materials or maintenance. Be that as it 
may, we are virtually in the midst of a 
reasonably long-term power famine, 
today, as Mr P. M. Agerwala, Managing 
Director of the Tata Electric Companies, 
told the fifty-first annual session of the 
Bombay Centre of the Institution of 
Engineers (India) the other day. This 
means a stage has been reached when the 
overall power policy ought to receive the 
close and urgent attention of all concern¬ 
ed, in particular the government and the 
engineering profession. 

Now, the same unedifying story that 
applies to practically every plan project 
covered by our five-year Plans also applies 
to power projects, namely, that whereas 
investments have not been lacking, relat¬ 
ed achievements have invariably fallen 
far short of targets. The installed capa¬ 
city has increased by less than 15 million 
KW over more than two decades—from 
2 million KW in 1950 to 16.5 million 
KW in 1971, whereas, between 1961 and 
1972, more than Rs 5,000 crores— 
Rs 5,016 crores to be exact—have been 
invested. During the first two decades, 
investments made on power projects were 
always as projected, if not higher. The 
table alongside giving targets, achievements 
and shortfalls portrays the dismal 
record vividly. 

It is thus seen that there has been a 
consistent shortfall averaging around 35 
per cent, the shortfall also showing a 
more or less steadily rising trend. In 
other words, the recurring features of the 
last two decades have been high capital 
expenditure on power projects unaccom¬ 
panied by commensurate results, thanks 
to the continued low standards of perfor- 


dynamism Seeing to it that the collec¬ 
tive effectiveness of the government is not 
disturbed by its members working at 
cross purposes with one another. The 
nation is already uneasy—and with good 
cause -about its economic stability. It 
should not be required of it, therefore, that 
it should also worry over the problem 
of a government unable or unwilling to 
function in a manner which could en¬ 
courage the public to place its trust in 
New Delhi's sense of responsibility or 
sense of direction. 


mancc, and, therefore, continuous short¬ 
falls in pre-set targets. So the present 
power crisis is not something that has 
developed overnight or, for that matter, 
over the past few months. 

The causes of the power crisis, accord¬ 
ing to Mr Agerwala, are four—the highly 
unrealistic nature of our plans, the con¬ 
frontation between two strongly entrench¬ 
ed schools of thought, one favouring 
the vigorous self-reliance in equipment 
and the other resort to turnkey imports, 
the unsuitability of electricity legislation; 
and absence of an effective machinery to 
outline policy and co-ordinate the activi¬ 
ties of different state electricity boards 
or private electricity undertakings. 

The highly unrealistic nature of our 
plans consists in their undue emphasis on 
how much to allocate or invest in gene¬ 
rating stations without a corresponding 
insistence on objectives and performance. 
“The plans provide no guidelines to the 
organisations in the field and there is, of 
course, no mechanism to judge perfor¬ 
mance”. There is no mention anywhere 
in the plan of the quality of service to be 
provided, whether it be in the rural or 
in the urban areas. 

Self-reliance as an ideal is all right, 
and an essential requisite for success in 
reaching this ideal is pursuit of a prag¬ 
matic policy. The dangers inherent in 
following either a complete indigenisa- 
tion of all manufacture on the score of 
“latest technology and quickest deli¬ 
very” are obvious. Let there be indigeni- 
sation by all means but only so long as 


Planned Actual per- 
Addition Achieve- cen- 
ment tage 
short¬ 
fall 

(all in million KW) 


Fiist Plan 0951-56) 1.40 1.12 20 

Second Plan (1956-61) 3.48 2.23 36 

Third Plan (1961-66) 7.04 4.52 35 

Annual Plans (1966-69) 6.68 4.12 38 

Fourth Plan (1969-72) 4.13 2.60 37 


EASTERN ECONOMIST 


92 


JANUARY 19 , 19731 



it docs not hold up progress, keep 
investments idle or delay indefinitely 
rehabilitation of equipment, installation 
of new facilities and thereby adversely 
affect progress of distribution schemes. 
What is actually happening in the holy 
name of self-reliance is that those having 
a monopoly of manufacturing licences 
are able to delay “clearances” for alter¬ 
native procurement, even for sub-systems 
and thus hold up progress on major 
projects. Many of them prolong the 
delivery dates unduly. And, whal is 
worse, in many cases, the costs involved 
are several times the cost of imported 
equipment including import duty. Those 
advocating import of plant and equip¬ 
ment also are so short-sighted that they 
fail to indicate how and how soon repeti¬ 
tive imports of technology and experi¬ 
mentation by overseas manufacturers in 
the Indian environment can be done away 
with. Tn the result, the country is today 
saddled with plants of different sizes 
from umpteen countries without our per¬ 
sonnel having the requisite training, on 
the one hand, and the constant risk of 
expending foreign exchange on spares 
and replacements, on the other--neither 
being conducive to continuous operation 
and proper maintenance. 

Presently the causes that have brought 
about the present power crisis—e.g. 
failure of monsoons, delays in comple¬ 
tion of projects, non-availability of 
spares, lack of co-ordination in coal 
allocations and movement of wagons, 
breakdown in plants for want of proper 
maintenance and so on—are not so 
important as the unpleasant reality of an 
acute shortage of power in the country. 
Nearly every region is affected, some 
more and some less, the worst-hit being 
the states in the northern region. The 
power cut in the Puryab and Haryana, 
for example, is as much as 50 per cent, 
it is 25 per cent in UP, Gujarat, Mysore, 
AP and Tamil Nadu, 20 per cent in 
Bihar, 16 per cent in Maharashtra, and 
15 per cent in West Bengal. These 
shortages have a disastrous effect on 
industrial production as can be seen from 
the fact that the power cut in the 
Bombay-Poona region of Maharashtra 
alone is estimated to. result in a loss in 
production of Rs 130 lakhs per day. 

A cruel paradox is that, when the 
country is passing through a severe 
drought and there is the maximum need 
to operate agricultural pumps power is 
not available even for normal irrigation 
purposes. To make matters worse, there 
is an ideological tussle as to which should 
get priority—industry or agriculture. 
The loss in output goes on mounting in 
the meantime. According to the union 
Minister for Power and Irrigation, the 
loss to the country’s production during 


the last five to six montos is said to be 
over Rs 1000 crores. 

In these circumstances, there should 
at least have been a sensible plan for 
managing the shortages, but as Mr 
Agerwala noted, this is conspicuous by 
its absence. On the other hand, there is 
complete confusion, thanks to different 
pronouncements from different so-called 
authoritative sources. As a result, no 
distributor or consumer knows what is 
in store for him till the next monsoon. 
What is needed, therefore, if this clearly 
unsatisfcctory state of affairs is not to 
be perpetuated, is proper planning, 
adequate co-ordination and effective 
control. Mr Agerwala’s first suggestion 
is that central directing machinery should 

Skinning the 
trade 

The decision of the central government 
to canalise the export trade in hides and 
skins effective from December 14, 1972, 
through an unobtrusive notification even 
before the recommendations of the 
Seetharamiah Committee, which was 
appointed to go into this question, were 
made known, has created a stir in indus¬ 
trial circles. The export houses engaged 
in shipping increasingly large quantities 
of semi-processed hides and skins have 
been taken back by this unexpected 
development as it has been badly timed 
and conceived. Also, there is no justifi¬ 
cation for this jerk to the export trade at 
a time when it was earning for the 
country record sums in foreign exchange 
and the leading exporters were confident 
that foreign exchange earnings in 1972- 
73 would be even Rs. 150 crores against 
Rs. 100 crores in 1971-72. There has 
been a steady expansion of the quantum 
and value of exports in the past decade 
and more. In 1960-61, exports of hides 
and skins (raw) fetched Rs 9.46 crores 
and processed Rs 24.85 crores In 
1965-66, the value of processed exports 
was higher at 28.21 crores while that of 
raw hides and skins was more or less 
unchanged at Rs 9.53 crores. By 1970- 
71, there was a remarkable growth in 
processed exports to Rs 71.59 crores 
while raw hides and skins came down to 
Rs 3.77 crores. 

The increase in foreign exchange earn¬ 
ings has been mainly due to a higher unit 
value of exports as efforts have been 
made to process as far as possible hides 
and skins. The Leather Export Promo¬ 
tion Council has been coordinating its 
activities with those of the Central 


be established to lay down guidelines for 
both short-term and long-term plans on 
an all-India basis. In his opinion, the 
central electricity authority envisaged in 
the Electricity Supply Act is not the 
answer. Finally, Mr Agerwala recom¬ 
mends that each electricity board or utility 
undertaking should be made to spend 
one per cent of its revenue annually on 
research and development and another 
one percent on providing training for 
all levels of its staff including even lop 
managerial and technical staff. He also 
favours the setting up, without delay 
of a whole* time central control and moni¬ 
toring authority to oversee that perfor¬ 
mance of the electricity boards as also 
of the generating and distributing com¬ 
panies. 


Leather Research Institute and there has 
been keen anxiety to maximise the value 
of exports and avoid the earlier proce¬ 
dures of supplying mainly raw and semi- 
tanned hides and skins to shippers in 
London and other important centres. 
There is, of course, some compulsion to 
export some quantities in incompletely 
finished form because of the difficulties 
in processing and the domination of 
foreign consumers in particular directions 
as in the case of goatskins. Nevertheless, 
many tanners in the southern region have 
developed new techniques and the quality 
of exports has considerably improved. 
For the southern region particularly the 
export trade in hides and skins is of 
great importance as nearly 50 per cent of 
total exports from this region is account¬ 
ed for by this group. Also, nearly 70 
per cent of the total of exports of hides 
and skins in increasing volume and value 
is affected by this region. 

The recent boom in international mar¬ 
kets is, of course, due to the ban on 
exports of semi-tanned hides and skins 
from Brazil and Argentina and a larger 
demand generally. With a shortage of 
goods there has been a skyrocketing of 
prices and these have increased by over 
75 per cent in the past 15 months and 
have even doubled in some cases. When 
there was a prospect of securing addi¬ 
tionally Rs 75 crores in a year, and there 
is compulsion to incur heavy expenditure 
on imports of foodgrains, fertilisers, steel 
and other items, the canalisation of 
exports through the State Trading Corpo¬ 
ration, which involves a considerable 
degree of specialisation, is highly ill- 
advised. It has not been explained what 
exactly the government has in mind and 
what is the role of the State Trading 
Corporation. Would it be the mere 
overlordship of STC as was the case in 
cement distribution some time back with 
all the chaotic conditions that followed 


EASTERN ECONOMIST 


93 


JANUARY 19 , 1973 



or is it an attempt to take over comp¬ 
letely the trade in exports with canalisa¬ 
tion being the thin end of the wedge? 
The corporation seems to have suggested 
a service fee of 1 to 10 per cent which 
might well have a disturbing effect on the 
price structure and profit margins in 
normal conditions. It is also asked for 
what purpose the service charges have to 
be paid and what is the objective of 
canalisation. 

The evil of under-invoicing is not pecu¬ 
liar to the export trade in hides and skins 
and it will not also be possible to elimi¬ 
nate this evil merely through canalisa¬ 
tion. In a highly fluctuating market, 
quick'decisions have to be taken and 
businesses may be lost if there is not 
proper understanding of the requirements 
of overseas consumers. The government 
cannot interfere in the export activities 
of a vast country without jeopardising 
its prospects for earning large sums in 
foreign exchange. The malpractices, if 
any, can always be detected and prevented 
with a proper enforcement of foreign 
exchange regulations and the establish¬ 
ment of cells lor studying the peculiar 
problems relating to imports and exports, 
ft is difficult to understand what useful 
purpose will be achieved by the STC 
merely registering export contracts unless 
it has the objective of “learning” the 
trade by itself over a period and convert¬ 
ing the existing export houses and com¬ 
mission agents into its own middlemen. 

The exporters in this field have been 
very active and dynamic and new mar¬ 
kets have been developed in recent years 
leading to reduced dependence on the 
London market. The earlier losses 
suffered on account of a fiourshing re¬ 
export trade (in Indian goods) of some 
foreign countries have been largely 
eliminated, and many tanneries have 
expanded their businesses ambitiously 
and have developed a large network for 
collection of hides and skins and process¬ 
ing at different centres. As the trade is 
widely dispersed and highly specialised, 
the State Trading Corporation will be 
repeating the same mistakes as it com¬ 
mitted when it wanted to monopolise the 
export trade in human hair and dismally 
failed in its experiment to build up 
exports in wigs. The factory for produc¬ 
ing wigs has remained closed after incur¬ 
ing heavy Josses. 

It is also surprising that the Leather 
Export Promotion Council which has 
been doing good work has not 
been consulted on such an important 
decision. It would have been under¬ 
standable if the government had decided 
to fisc quotas for semi-processed hides and 
skins and compelled the manufacture of 
leather and leather goods in larger 
volume for being exported at higher 


prices. Even here, the quotas have to be 
fixed carefully as some grades can be only 
exported in a semi-finished form and 
the changeover can take place only 
gradually. 

The exporters in Tamil Nadu have a 
feeling that the government is trying 
to rescue the State Trading Corporation 
from a sad predicament. This organisa¬ 
tion has contracted to deliver large 
quantities of footwear to the Soviet 
Union and other countries at prices which 
will involve the government in a heavy 
loss. The suppliers of footwear are un¬ 
willing to complete their commitment to 
the STC as the cost of raw material has 
increased abruptly and the adjustments 
in export prices for an escalation of costs 
have been a meagre three per cent 
against 60 per cent obtained by Italian 

Production 
plus exports 

For almost the first time, Mr. L.N. 
Mishra, the union minister for Foreign 
Trade, did not threaten to take over the 
exports of an industry when he addressed 
the first meeting of the newly reconstitut¬ 
ed Development Council for Man-Made 
Textiles in Bombay, the other day. On the 
contrary, he assured the industry that the 
government would go flat out to help it 
in setting up export-oriented units with 
the latest equipment to enable it to im¬ 
prove the market appeal of its products 
in competition with the very best pro¬ 
duced anywhere else in the world. But he 
made this offer conditional on the industry 
making up the initial foreign exchange 
outlay by earning as much foreign ex¬ 
change with additional exports. The rather 
conciliatory tone of the minister is evi¬ 
dently due to the splendid export perfor¬ 
mance of the man-made fibre industry 
which he publicly acknowledged. “I am 
happy to note”, he said, “that the man¬ 
made fibre industry has not lagged behind 
in increasing the exports of textiles from 
the country. As a result of concerted 
measures taken by the government and 
efforts made by the exporters, the total 
exports during the first seven months of 
the current financial year have recorded 
an increase of 22 per cent compared to 
the exports for the same period during 
the last year”. Exports of man-made fibre 
textiles rose from Rs. 5.45 crores in 1969- 
70 to Rs. 9.87 crores in 1971-72. 

Presumably because of this good ex¬ 
port record and an even better export 
potential, as also the relatively smaller 
amount needed for modernising this in¬ 


exporters for similar contracts. If it is 
the intention to “bring about” a slump 
in prices for serving the needs of 
Indian exporters of footwear, the loss 
in aggregate foreign exchange earnings 
would be much more than the loss sus¬ 
tained on the fulfilment of contracts for 
footwear. The motives of the govern¬ 
ment and the State Trading Corporation 
have naturally been questioned and there 
is considerable agitation over the latest 
developments in industrial and trade 
circles all over the country. The wise 
course for the government would be to 
abandon the idea of canalisation of 
exports of hides and skins through the 
State Trading Corporation and introduce 
constructive measures which will regulate 
the trade and help it to increase the unit 
value of exports by shipping larger 
quantities of leather and other goods. 


dustry than for modernising the cotton 
textile industry which has been clamour¬ 
ing for it for years, (at the rate at which 
allocations are being made by the Plan¬ 
ning Commission for this purpose, the 
process would take 40-50 years, Mr. 
Mishra feared), the minister seemed in¬ 
clined to help the industry to modernise 
its weaving and knitting sectors. Having 
given this assurance, he reminded the in¬ 
dustry that “the year 1973 is a crucial 
year” and urged it to accept the challen¬ 
ge of exports and gear itself for the pur¬ 
pose. 

After emphasising exports, Mr Mishra 
expressed the view that “the government 
has always been interested in increasing 
the production of this industry and has 
taken suitable measures in increasing the 
availability of raw materials for the in¬ 
dustry both in private and public sectors”. 
Further, visualising that the availability 
of man-made fibres would make rapid 
strides in the very near future, he also 
held out the assurance that, during the 
intervening period, the government would 
not hesitate to import the genuine deman¬ 
ds of the exporters for all the items 
required by them. 

Against this background, it is unfor¬ 
tunate, that the industry should still be 
having differences among its different 
sections as to the demand foreeast for the 
next five-year Plan. According to Mr V.K. 
Shah, the newly elected chairman of the 
Council, the Association of Man-Made 
Fibre Industry (AMF), has estimated the 
annual demand at 295 million kg of cel- 
lulosics and 115 million kg of synthetics, 
whereas the Association of Synthetic 
Fibre Industry (ASF), has placed these 
figures at 172 million kg and 182 million 
kg., respectively. The task force for 
synthetic fibres appointed by the Planning 
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Commission* which has estimated the ex¬ 
pected demand for all textile fabrics at 
the end of the fifth plan at between 12,500 
million metres and 13,600 million metres— 
to judge from its draft report—veer’s 
more or less to the latter estimate on the 
ground that, between the years 1966 and 
1971, the rate of growth in the demand 
for cellulosics and synthetics has been 
seven and 35 per cent, respectively. But 
the final word is to come yet* and that 
will be when the one-man sub-committee, 
presently engaged in studies on how to 
meet the textile demand on the basis of (1) 
high cotton content, (2) high cellulose 
content, (3) high synthetic content and (4) 
balance of cellulosics and synthetics, has 
submitted its report. Meanwhile, Mr 
Shah, though he prefaced his observations 
as being his “personal views”, ably argued 
the case for cellulosics and he clinched it 
by referring to the latest shift in demand 
in the advanced countries in favour of 
rayon. 

Not so convincing, however, was his 
suggestion that India could go in for the 
rayon plants closed down by these deve¬ 
loped countries and make a bid for be¬ 
coming the single largest supplier of 
cellulosics. What guarantee is there that, 
in the process, we would not be saddled 
with out-of-date or even obsolete plant ? 
Similarly, his suggestion for utilising cot¬ 
ton linters as raw material for rayon. 
Apart from its being by no means new, 
the comparative economics of the use of 
linters by the cotton seed crushers and 
the rayon industry, (not to speak of the 
snags involved which explains the tardy 
development along these lines) requires 
to be gone into more thoroughly. 

From the point of view of equipment 
for the manufacture of rayon filament 
yarn and staple fibre, however, the cel¬ 
lulosics sections of the industry seems to 
be relatively better placed that the synthe¬ 
tics section. As much as 90 per cent of 
the equipment, it is claimed, is available 
in India today. Mr Shah’s suggestion 
that the government should provide such 
incentives to the indigenous engineering 
industry as would give it an impetus pro¬ 
gressively to improve upon this and seek 
a break-through in import substitution is, 
therefore, commendable. He also did well 
to pinpoint the clear distinction, in this 
behalf, as between operating know-how 
and the know-how for the manufacture 
of the complete plant, and, if, as he 
asserted, the foreign exchange involved 
in the import of the latter is as much as 
or, at times, actually lower than, that 
involved in the former, there is everything 
to be said in favour of a meaningful joint 
venture in cellulosics technology as in 
respect of fertiliser technology, both 
because there is need for further streng¬ 


thening this technology and because the 
incidence of obsolescence in the technical 
field here is admittedly very high. His 
suggestion accordingly to encourage 
indigenous firms to seek know-how, 
designs and basic engineering from foreign 
actual manufacturers by offering equity 
participation merits attention. 

On the question of exports, while Mr 
Shah urged both the centralised and the 
decentralised sectors to gear themselves 
for a bold export effort in order to bridge 
the gap between the present export per¬ 
formance and the export targets (the 
target for 1972-73 is Rs 20.25 crorcs, 
whereas the ASFI’s working paper on 
demand estimates puts the export poten¬ 
tial at the end of the fifth Plan at Rs 50 
crores), he referred to certain snags which 
the authorities would do well to look 
into. One of these is the large shortfall 
in the amount granted as drawback 
against that paid by way of import and 
excise duty when imported yarn fibre is 
given in replenishment, to which the Silk 
and Rayon Textile Promotion Council 
has drawn pointed attention in a note 
on exports. Mr Shah’s alternative sug¬ 
gestion (that is, in the event af the go¬ 
vernment not agreeing to reduce the 


Thaw in oil 

at long last the government has awake¬ 
ned to the stark realities of the develop¬ 
ing crisis on the oil front. The union 
minister for Petroleum and Chemicals, 
Mr H.R. Cokhale, announced at a press 
conference here last week that it had 
been decided to invite foreign collabora¬ 
tion in off-shore oil exploration. Though 
belated, the decision is welcome, for it 
should accelerate oil prospecting in the 
country. 

The pattern proposed to be adopted is 
the Indonesian one. The entire conti¬ 
nental shelf of the country -both off the 
eastern and the western coasts—will be 
divided into several blocks. The foreign 
oil prospectors will be invited to under¬ 
take exploration work in these blocks on 
a contract basis. They will be required 
to incur the initial risk expenditure. If 
oil is struck, they will assist in the deve¬ 
lopment of the resources. All their in¬ 
vestment will be treated as a loan to the 
government or the agency set up by it 
for the production of oil off-shore. It 
will be repaid over a stipulated period 
through tnc sharing of crude oil pro¬ 
duced. The entire crude oil, however, 
will be refined in the country. The share 
of the foreign prospectors will be pur¬ 
chased by the government. The collabo¬ 
ration will end when the foreign invest- 


incidence of excise, as seems quite pro¬ 
bable) to allow the industry lo expand its 
production and so offset the higher costs 
is worth examining. Incidentally, this 
would also release more cotton to the 
cotton mill industry leading to increased 
cotton textiles production and perhaps 
more exports as well. Secondly, his pica 
for not imposing an onerous export obliga¬ 
tion on the new units even before they 
arc able to stand on their own feet needs 
looking into, especially as he has assured 
the best possible export efforts on the 
part of every individual unit of the 
industry. 

Mr Shah also pleaded for a more help¬ 
ful policy in regard to diversification. 
His plea for a higher percentage than 
the present 25 diversification also 
deserves consideration, especially if, as 
he says, no foreign exchange is involved 
in the process. Similarly, there is a good 
case for his suggestion about a steady 
export policy for at least the full fifth 
Plan period, instead of a*policy that is 
changed from time lo time as at present. 
Finally, there is force in Mr Shah’s point 
about publicity and his criticism about 
the lack of publicity by the S T C on the 
export front. 


rnent is repaid along with a reasonable 
return on it. The foreign collaborators 
will be required to train Indians in off¬ 
shore exploration. 

This pattern, however, will not be 
applicable to the Bombay High area, off 
the western coast near the Rann of Kutch, 
which is to be explored by the Oil and 
Natural Gas Commission (ONGC) with 
foreign help on owner-assisted basis. The 
drilling work in this area is expected to 
start soon after the floating platform 
ordered for this purpose is received from 
Japan. This platform is currently under¬ 
going sea trials which may be over this 
month. As against the Indonesian pattern, 
the Bombay High scheme implies that 
even the initial risk expenditure is to be 
incurred by the ONGC. The assisting 
foreign concern will gel only the contract¬ 
ed drilling charges. It will in no way 
share the crude oil discovered here. 

The Indonesian model to be adopted 
for the other off-shore areas, similarly, is 
an improvement over the Tcnnico propo¬ 
sal for exploration in the Bombay High 
area, which was turned down by the go¬ 
vernment about five years ago. The essen¬ 
tial difference between the two schemes 
is that whereas the Tennico proposal 
envisaged foreign participation in the 
equity of the company to be formed after 
the discovery of oil in Bombay High, the 
Indonesian pattern does not allow any 
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such equity participation by foreigners 
and, consequently, no equity right for 
them to the crude oil discovered. Under 
the Tennico proposal, the foreign colla¬ 
boration would have also continued till 
the entire discovered crude had been ex¬ 
ploited or Tcnnico's interest had been 
bought over by the government. The 
Indonesian pattern, as stated earlier, en¬ 
visages foreign sharing in crude oil only 
for a limited period. 

The softening of the attitude of the 
government towards foreign participation 
in our oil exploration programme appa¬ 
rently has come about due to two reasons: 
(i) the steadily increasing dependence on 
imports of crude oil; and (ii) the persis¬ 
tent uptrend in the prices of crude in 
west Asia from where imports arc 
effected. 

Currently, our requirements of crude 
oil aggregate to about 20 million tonnes. 
The indigenous availability is just about 
7.25 million tonnes. The rest of the re¬ 
quirements are met by imports, which in 
1972 cost nearly Rs 145 crorcs. During 
this year, wc spent another approximately 
Rs 68 crorcs on importing refined petro¬ 
leum products. Some saving, indeed, could 
have been effected in the overall 1972 
oil import hill of Rs 213 crorcs had the 
release of foreign exchange for imports of 
crude by the three private sector refine¬ 
ries—of Esso, Burmah Shell and Caltex—- 
been adequate enough to finance their 
normal crude requirements. But presum¬ 
ably with a view to pressurising these com¬ 
panies into absorbing a part of the inciden¬ 
ce of increased taxation in west Asia 
following the Tehran agreement, the go¬ 
vernment allowed them foreign exchange 
to an extent which resulted in about 9.2 
per cent lower crude throughput at the 
three refineries in 1972, compared with 
the previous year. 

Our dependence on imported crude 
oil is bound to grow greatly during the 
current decade, despite the five-year crash 
programme being launched this year by 
the ONGC to establish nearly 64 million 
tonnes new crude oil reserves. This pro¬ 
gramme has been drawn up recently with 
assistance from the Soviet Union. It 
envisages an expenditure of Rs 624 crores 
on on-land exploration and Rs 47 crorcs 
on ofT-shore prospecting. The on-land 
programme has been cleared by the go¬ 
vernment. If this programme is effecti¬ 
vely implemented according to the 
schedule drawn up for it, the ONGC’s 
production of crude oil is expected to go 
up to about 11 million tonnes by 1978-79. 
Adding the 3/3.5 million tonnes output 
of Oil India—the other oil prospector in 
the country at present—the total domestic 
supply by the end of the fifth Plan may 
go up to 14/J4.5 million tonnes. Even if 
the supplies from ONGC's concessions in 


Iran are taken into consideration—this 
oil is currently sold in the international 
market due to the difficulties of refining 
it in the refineries here, but the Barauni 
refinery is being redesigned to some extent 
for running this crude—the total supply 
of crude oil from our own sources may 
not exceed 18 million tonnes in 1978-79. 
By then, if our plans to expand the refin¬ 
ing capacity to about 43 million tonnes, 
as envisaged by the Ministry of Petroleum 
and Chemicals, materialise, our require¬ 
ments of crude will grow to nearly 45 
million tonnes. So, our dependence on 
imported crude will increase to at least 
27 million tonnes. 

The financing of these imports will, 
indeed, be an uphill task in view of the 
rising trend in the prices of west Asian 
crude. Already, just in a period of about 
two years, the price of this crude has 
gone up from $ 1.28 to as much as S 2.08 
per barrel, inclusive of the price revision 
effected a few days ago. The latest 
increase is said to have been as high as 
23.3 cents a barrel. The uptrend in the 
prices of west Asian crude is anticipated 
to gather momentum during the remain¬ 
ing years of the current decade as a result 
of the oil producing and exporting coun¬ 
tries coming together to derive the 
maximum benefit out of their this natural 
endowment. It is feared that the crude 
oil import bill by the end of the seventies 
might mount to such a staggering figure 
as Rs 500 crores per annum. 

It is this fear as well as the reported 
move of the United States to pre-empt oil 
reserves in some west Asian countries for 
its use, which have compelled the union 
government to invite foreign collabora¬ 
tion in offshore oil exploration. Through 
the new policy, the government hopes to 
complete the oil prospecting work in the 
continental shelf of the country in seven 
or eight years, instead of about two 


While inaugurating the 30th session of the 
Indian Economic Conference, it will be recalled, 
Mr Rajagopalachari, Governor of the West 
Bengal, suggested the appointment of a panel of 
economists to give advice to the Government on 
current economic problems. At present the system 
of consulting economists for the formulation of 
Government economic policies is far from satis¬ 
factory. Of course, there is the Consultative 
Committee of Economists which has done some 
useful work since its inception. But in accordance 
with the bureaucratic traditions of foreign rule. 


decades which<couid be required to com¬ 
plete it on our own or even through 
owner-assisted operations. 

Significantly enough, Mr Gokhale pre¬ 
ferred not to mention at his press con¬ 
ference at which the above decision to 
invite foreign participation in off-shore 
exploration was announced, any Ameri¬ 
can international oil company which 
might be interested in this collaboration. 
He only mentioned that the government 
proposed to get in touch with the 
Japanese, Canadian. French and British 
parties. Perhaps, after the rejection of 
the Tennico proposal, no American com¬ 
pany showed interest in oil exploration 
in the Indian waters. It is only to be 
hoped that political overtones will not 
dominate the choice of the parties to be 
approached for off-shore exploration of 
oil. Should it be government's view that 
negotiations with the oil companies 
having refineries at Trombay and Visa- 
khapatnam may have to await till a 
decision is taken on government partici¬ 
pation in these refineries and the abroga¬ 
tion of their present refinery agreements, 
this will only be an additional reason for 
that decision not being delayed further. 
An early move in this matter should be 
helpful not only for expanding our refi¬ 
ning capacity to about 43 million tonnes 
by 1978-79, but also for assuring the pros¬ 
pective foreign collaborators in off-shore 
exploration of oil that the oil policy of 
the government is becoming more prag¬ 
matic and quick decisions on their offers 
may therefore be expected. 

With a view to accelerating on-land 
exploration, the proposed streamlining 
and restructuring of the ONGC in the 
light of the Malaviya committee’s report 
needs to be expedited. The sphere of 
activity of Oil India too can be widened 
profitably. 


Its advice is obtained as and when It pleases the 
Government. Nor can it be said that its activities 
have influenced Government policies to any large 
extent. As constituted, the Committee is too large 
a body to sift economic issues and present a 
detailed blueprint for action on the economic 
front. If a large-scale application of scientific eco¬ 
nomic knowledge is an indispensable tool of 
modern Government, it is necessary that the exist¬ 
ing gap between lire administration and represen¬ 
tative economic opinion should be filled. For this 
purpose, some legislative action is imperative. 
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nuns of view 

Industrial growth: 

retrospect and prospect 


When we started on our course for 
growth through planned means, it was 
clearly recognised that, while it would be 
necessary to provide a balance between 
development of agriculture and develop¬ 
ment of industry, industry would be the 
central driving force of the economy. It 
was felt that agriculture already formed 
a large part of the total economy (con¬ 
tributing to more than half the country's 
national income and providing livelihood 
to 70 per cent of the population), and 
improvement in agricultural output 
would be sought mainly through improve¬ 
ments in technique. On the other hand, 
it would be necessary to expand the 
industrial sector—make it larger 
through investment—so that it became 
a source of larger employment and 
output. 

broad contours 

The Industrial Policy Resolution of 
1948—which incidentally predates plann¬ 
ing—laid down the broad contours of the 
route industrial growth was to take—it 
provided for a role for private enterprise- 
including foreign capital—in industrial 
growth but subject to the primacy of the 
state. Moreover, it laid down promo¬ 
tion of small-scale industry and industrial 
development of backward regions as pri¬ 
mary concerns of state policy. It also 
referred to professionalisation of manage¬ 
ment and maintenance of good labour 
relations as social objectives of govern¬ 
mental policy. These basic outlines re¬ 
mained unchanged under the Industrial 
Policy Resolution of 1956 which sought 
to define more clearly the respective areas 
of operation of the public and the private 
sectors. 

The first five-year Plan with which I 
had the privilege to be associated did 
seek to maintain a balance between agri¬ 
culture and industry and to lay down the 
foundations for industrial advance. It, 
therefore, provided for completion of the 
Sindri Fertiliser project (as also, in the 
field of transport, of the Chittaranjan 
Locomotive Works) and taking up work 


on a one-million-tonne steel plant. 

The second five-year Plan marked a 
leap forward in industrial development. 
It proposed the setting up of three new 
steel complexes from the green-field stage- 
and, above all, a major engineering com¬ 
plex to produce equipment for a one- 
million-tonne steel plant per annum. In 
essence, it represented a break from an 
envolutionary process of growth in that 
the programme was not related to the 
capabilities—human and material—of the 
economy as it was in 1955. 

The second Plan ran into difficulties at 
an early stage; the consequences of over- 
planning were to be seen in the bogging 
down of the economy and the consider¬ 
able waste of resources in the form of 
under-utilised industrial capacity. 

The sixties were essentially an endea¬ 
vour to correct the balance by providing 
larger programmes for agriculture. At the 
same time, particularly after the mid¬ 
sixties, the rate of investment in industry 
has tended to slow down. This is the 
stage we have reached after exactly two 
decades of planning. 

inhibiting factors 

Despite official protestations, it cannot 
be denied that industrial growth is grind¬ 
ing to a halt. In the initial stages when 
the recession set in, in the mid-sixties, it 
Was believed that this was a temporary 
phenomenon, and that agricutural revival 
would triger off an industrial recovery. 
It was felt that the failure of monsoons 
and a stringent budgetary policy (brought 
about partly by the failure of monsoons) 
were major factors inhibiting industrial 
growth. 

• The persistence of industrial stagna¬ 
tion even after 1969 when officially the 
fourth Plan commenced, shows that the 
industrial malaise is more deeply embed¬ 
ded than was believed. Since 1966-67, 
five successive monsoons have been fav¬ 
ourable. Moreover, encouraged partly 


by this experience government have 
resumed deficit financing on a sizable 
scale. While good monsoons have helped 
to solve the problem of agricultural 
production. Budget deficits have tended to 
accentuate price-rises without benefiting 
industrial production. Hence we have a 
somewhat unique phenomenon of inflation 
with stagnation .—or what the London 
Economist has called “stagflation”. 

Two principal areas in which our in¬ 
dustrial programme has lacked a sound 
foundation are: firstly, our dependence 
upon government for demand, and 
secondly, concentrating production in the 
public sector in gigantic manufacturing 
units which have presented serious man¬ 
agement problems and have not yielded 
adequate returns. 

important factor 

Traditionally, in all countries the infra¬ 
structure-power and transport—is con¬ 
trolled by government and governmental 
agencies. In our country, the role of 
government as a buyer of goods is 
much larger because a substantial part 
of industry is in the public sector. Conse¬ 
quently, government outlay is a very im¬ 
portant factor in influencing the demand 
for many goods—railway wagons, cast 
iron spun pipes, electrical equipment like 
transformers, cables and meters. 

Secondly, the country has not been 
able to take full advantage of much of 
the industrial capacity already established 
because we have not been able to solve 
problems of management in very large 
public sector units. This is because rather 
than let men grow with enterprises, we 
have set up large enterprises without the 
required management skills for them. 
This is the primary reason why the rate 
of output in such enterprises as Heavy 
Engineering Corporation and Heavy 
Electricals is far lower than their poten¬ 
tial capacity. This is also the reason 
(though, at one remove) for the poor 
performance of Mining and Allied 
Machinery and other units. Unless we 
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concentrate on solving the management 
pcoblem in these enterprises, there is 
little prospect of obtaining any return 
from the investment locked up in these 
units. 

In addition, during the last three years, 
government’s economic policies, particu¬ 
larly in relation to industry, have created 
considerable uncertainty among entre¬ 
preneurs and investors. Uncertainty is 
not conducive to investment, and it has 
led to a.slow-down in the pace of invest¬ 
ment. This factor, combined with const¬ 
raints of demand, has led to the industrial 
stagnation which we witness. 

role or agriculture 

Apparently, whatever the role of agri¬ 
culture as a stabilising factor in the 
economy, the country has to resort to 
industry hoth to increase its growth rate 
;uid to solve its employment problem. 
Even when India is I he ninth largest pro¬ 
ducer of industrial goods in the world our 
lag in relation to developed countries is 
the largest in industry on a per capita 
basis. Jt is in this field that earnest efforts 
need to be made. 

Significantly, the country has basic 
resources to carry through industrial 
development on a large scale. It has large 
reserves of two mineral ores—iron ore 
and bauxite. By itself, India forms a 
large market for industrial products and 
has an experienced and sophisticated 
entrepreneurial class. And during the 
last twenty years, India has built up con¬ 
siderable intangible infrastructure related 
to industrial growth —industrial skills, 
designing and fabrication capacity, and 
consultancy organisations. 

During the last twenty years, the main 
thrust for industrial growth was provided 
by a policy of import substitution: thus 
the capacity that was set up for textile 
machinery, machine tools, paper and 
cement plants, ball-bearings, special steels, 
and chemicals essentially displaced im¬ 
ports. Apparently, the end of this path 
seems to have been reached. 

It is necessary that we work out a new 
strategy for industrial growth. Such a 
strategy must necessarily be more inward¬ 
looking based essentially on an internal 
motive force. 

The first step in such a policy should be 
to generate demand in sectors in which 
there is considerable under-utilised capa¬ 
city. The present industrial stagnation is 


essentially sectoral in character—it prima¬ 
rily affects heavy goods industries. 

The emergence of Bangladesh should 
help to reorient our trade relations to 
some extent. In the immediate present, 
reconstruction of the Bangladesh economy 
will require considerable amount of heavy 
and capital goods—railway wagons, struc¬ 
tural, electrical and other capital equip¬ 
ment. We should generously extend aid 
in these areas to a neighbouring country. 

Our country has also, as already men¬ 
tioned, large iron ore and bauxite reserves, 
and yet, the country still continues to 
import aluminium. It is necessary that 
all attempts should he made to increase 
rapidly investment in these industries not 
only to meet local demand but also for 
exports. 

Once investment begins to be made in 
these two areas, it is more than probable 
that there would be a substantial upsurge 
in general demand in the economy. The 
two industries will act as lead sectors for 
the next phase of growth of the economy. 
The large entrepreneurial base in the 
economy can be expected to take advan¬ 
tage of the investment opportunities 
which would open out by the basic deve¬ 
lopment in thegovernment sector. 

Past experience also suggests that sett¬ 
ing up very large units creates manage¬ 
ment—and labour problems for the 
enterprises. A system of broad-based, 
decentralised development is conducive 
to balanced growth. Such decentralised 
industrial growth enables management to 
measure up to the units managed by 
them. Besides, by broadening the entre¬ 
preneurial base and decision-making pro¬ 
cess, it enables sound foundations for 


future growth to be laid. 

A principal drawback of past envelop¬ 
ment effort has been that it has not been 
found to be self-sustaining. This is partly 
because the moving force behind the in* 
dustrial drive was import substitution; 
moreover, the management skills, parti¬ 
cularly in public sector enterprises, did 
not measure up to the tasks undertaken. 
Even two years after the enunciation of 
the fourth Plan, industry has shown no¬ 
signs of revival. 

After two decades of planning, it is 
now recognised that a proper balance 
between agriculture and industry is 
needed: the neglect of agriculture in the 
late fifties had to be made up by effort in 
the late sixties. Agriculture provides the 
necessary stabilising influence to economic 
growth while industry provides it the 
necessary dynamism. With increasing 
self-sufficiency in agriculture, conditions 
for rapid industrial growth arc now avail¬ 
able. 

The new industrial policy needs to 
depend upon more long-term, self-sus¬ 
taining factors. Such a policy need not 
wome in the way of the social objectives 
the government may have in view. The 
objective should be to develop in fields 
where the country has a resource advan¬ 
tage and to decentralise industrial invest¬ 
ment decisions. 

As I recollect, we started our planning 
effort in 1950 with zeal and elan. Despite 
considerable achievements of the last 
twenty yearc, it is this confidence in the 
future which is lacking today. It is to¬ 
wards rekindling this confidence and 
hope that government’s effort needs to 
be devoted. 
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K. N. Modi 


Task before cotton 

textile industry 


Cloth is only next to food in terms of 
need of the masses and hence rapid 
development of cotton textile industry 
is vital. Therefore, the ‘Approach 
Paper to the Fifth Five-Year Plan’ has 
rightly envisaged an increase in the 
production of cotton yarn for deliveries 
from 475 million kgs in 1973-74 to 
642.2 million kgs in 1978-79, The 
cotton textile industry will also be 
required to produce 10,703 million 
metres of cloth by the end of fifth 
five-year Plan as against 8500 million 
metres in 1973-74, which will imply a 
growth rate of live per cent per annum 
as compared to 10 per cent or more in a 
number of other industries. 

As cloth is an item of mass consump¬ 
tion, this target appears to be very much 
on the low side, because as national in¬ 
come increases the demand for cloth will 
rise fast, especially the offtake of those 
classes who have been forced to restrict 
their consumption to only one dhoti or 
saree a year. The availability of cotton 
cloth during 1978-79 may not be more 
than 15 metres per capita taking into 
account the increase in the population. 
No doubt this may be much higher than 
the consumption of 12.45 metres in 1971 
but will be same as it was in 1964. If 
the masses are to be ensured adequate 
cloth this target appears to be very much 
on the low side and there is a clear case 
for increasing production much beyond 
this level. 

need for modernisation 

The cotton textile industry has not 
only to increase production, but is also 
faced with the serious problem of produc¬ 
ing quality cloth at competitive prices. 
Many mills have become obsolete because 
they do not have the resources for 
modernisation for which an investment 
of Rs 670 crores is considered neces¬ 
sary. 

.The industry has also been suffering 
for want of raw materials and every year 
cotton worth Rs 100 crores is imported. 
There are also imports of certain dyes 
and chemicals, spares and textile machi¬ 
nery. All these imports can be avoided 


and the industry can be made self-reliant 
if the right policies are pursued. While 
on the one hand the production of 
cotton, especially of the finer varieties 
have to be increased, on the other, sub¬ 
stitutes such as staple fibre, and polynosic 
fibre should be developed because with¬ 
out them imports cannot be stopped 
completely. 

There is also need for suitable action 
to develop dyes and dyes intermediate 
and textile machinery making industry 
for the production of sophisticated 
spindles and looms and other processing 
machinery. 

The cotton textile industry had been 
in bad shape for n number of years for 
reasons beyond its control. During the 
last few years, the prices of cotton, 
dyes and other inputs, wages, power and 
coal have considerably increased with¬ 
out corresponding increase in the price 
of output. Therefore, according to the 
study of the balance sheets of 261 cotton 
textile companies 5y the Reserve Bank 
of India, in 1970-71, as many as 85 
mills had negative pre-tax profits, while 
for 93 companies retained profits were 
negative. This will be clear from the 
following data. 


Number of Companies Incurring Losses 


Year No. of Cos. 
Studied 

Pre-tax 

Profit 

Negative 

Profits 

Retained. 

1965-66 

261 

109 

148 

1966-67 

261 

83 

113 

1967-68 

261 

103 

129 

1968-69 

261 

130 

160 

1969-70 

261 

77 

98 

1970-71 

261 

85 

93 


Source : Reserve Bank of India Bulle¬ 
tin Sept. 1972. 


No doubt as compared to 1967-68 and 
1968-69 there has been some improve¬ 
ment and the number of companies 
working in loss has declined. The year 
1971-72 has been like a spring after many 
bad winters and there might have been 
further decline in the number of com¬ 


panies working in losses, but one good 
spell cannot bring the industry to health 
and it will continue to need special 
efforts to revitalise it. 

lower returns 

In 1970-71 while the average rate of 
gross profits to total capital employed 
for all industries was 10.4 per cent, the 
cotton textile industry could earn only 
7.9 per cent. Similarly, profits after 
tax as percentage of net worth in cotton 
textile industry at 4.8 per rent compares 
very unfavourably with 10.1 per cent for 
all industries. The position in the previous 
years has been even worse. On the 
contrary there are a number of industries 
such as silk and rayon textiies, woollen 
textiles, aluminium, other non-ferrous 
metals, engineering workshops, ferrous 
and non-ferrous products and chemicals 
where the profitability rate is much 
higher, not only compared to textiles, 
but even than the average for all indust¬ 
ries and ranges between 11 and 19 per cent 
on net worth. 

The cotton textile, industry wh^ch 
is continuously making much lower 
profits than many other industries, 
cannot expect to raise much capital from 
the market. Therefore, during the last 
five years many textile mills have been 
unable to find resources even for replace¬ 
ment, what to say of modernisation and 
expansion. This basically has been the 
reason for a large number of sick units 
and unless resources are made available 
for replacement and modernisation more 
mills will become sick. Given the magni¬ 
tude of the financial requirement of 
Rs 670 crores for the modernisation of 
the textile industry and additional 
funds for expansion, it is beyond the 
capacity of the industry to raise these 
resources under the present policy of 
government fixing unremunerative pri¬ 
ces for the cloth and ever-rising trend 
in the prices of inputs and wages. 

While it is necessary that the poor 
should get cloth as cheap as possible, the 
industry has to be allowed to earn a fair 
return on investment if it is to keep its 
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plants in proper working condition and 
play a reasonable dividend to its share¬ 
holders. To make cloth available cheaply 
to masses, it is necessary to improve the 
efficiency of the industry on the one hand 
and reduce the prices of inputs on the 
other, rather than compel it to supply 
cloth at uneconomic prices. If steps are 
not taken to reduce cost of production 
and industry is forced to continue to 
charge unrciminerative prices this policy 
may prove suicidal since mills could find 
it more and more difficult to find resourc¬ 
es for modernisation. 

Basically there have been three major 
hurdles in the modernisation of industries. 
They arc the lack of rupee funds, short¬ 
age of foreign exchange lor the import of 
latest machinery and the resistance of 
trade unions and the government to the 
use of modern technology. If we have 
to maintain existing exports and achieve 
a growth rate of 10 per cent in exports of 
cotton textiles (i.c. to raise the exports to 
Rs 200 crorcs by the end of the fifth five- 
year Plan), action on the following lines 
is called for: 

(1) The industry should be allowed to 
earn at least the same rate of profit 
as the average for all industry i.c. a 
minimum of 10 per cent gross profit 
on capital employed. 

(2) The existing financial institutions 
will not be in a position to provide 
the financial requirements in full for 
modernisation and even if they do so 
their rate of interest and the period 
of re-payment will not suit the in¬ 
dustry. Therefore, it is necessary 
that a new financial institution 
should be established with a paid- 
up capital of Rs 25 crorcs which 
may be provided by the govern¬ 
ment, financial institutions and 
commercial banks and they must 
raise additional Rs MX) crorcs per 
year through the issue of debentures, 
so that the entire industry may be 
modernised in the next five years. 
This corporation should work on no- 
profit-no-loss basis and the rate of 
interest charged should not exceed 
six to seven per cent per annum. 
As profits in the textile industry are 
low, its capacity to repay loans is 
limited. Therefore, the period of 
loans for purposes of modernisation 
should be increased up to 30 years 
and in the first three years no in¬ 
stalment should become due. In 
order that this new corporation 
may properly understand the prob¬ 
lems of the industry there should be 


fair representation for the industry 
on its board of directors. 

Sk Even if adequate rupee finance be¬ 
comes available through the above 
suggestions or otherwise the indus¬ 
try will noj be able to modernise 
without adequate foreign exchange 
because of shortage of modern 
machinery in the country. While 
on the one hand every effort should 
be made to develop the textile 
machinery industry, this should not 
come in the way of the programme 
of modernisation which must be 
completed in a period of next five 
years. To enable this, it is necessary 
that the foreign exchange release for 
the import of machinery should be 
increased to about Rs 35 crores per 
annum. Through the modernisa¬ 
tion of the industry, the country will 
be in a position to increase its ex¬ 
port earnings; 50 per cent of the 
additional exports should be allocat¬ 


ed for the import of machiu?ry, : 
exports are targeted to be in&gkseil 
by 10 per cent per annum, thiscan 
provide Rs 100 crores til the fifth 
Plan period for modernisation. 

The country is spending over Rs 100 
crores on import of cotton. It is possi- 
bleto reduce the imports considerably 
through development of long-staple cot¬ 
ton and polynosic fibre and staple fibre. 
Imports of inputs should be reduced by 
10 per cent per annum, which will mean 
that during fifth Plan more than Rs 150 
crores can become available through this 
method. Even if half of this amount is 
made available for the import of machi¬ 
nery, another Rs 75 crores will become 
available for modernisation. Thus, in 
total, Rs 175 crores can be provided for 
the import of machinery in the fifth Plan 
period. This will help to modernise the 
industry fully and create direct and 
indirect employment and boost 
exports. 
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Resources for development: 
a global perspective ——- 


1 am thankful to the organisers 
of the seminar for the oppor¬ 
tunity which has been given to 
me to place before you some 
of my thoughts. This seminar, 
which includes participants 
from different disciplines would 
achieve a synthesis of opinion 
and ideas on a very topical 
and important subject. Our 
approach, therefore, would be 
objective, and at this juncture 
when the Planning Commission 
and the government are think¬ 
ing over the fifth Plan, the 
conclusions of this Seminar 
would make a valuable contri¬ 
bution. 

The theme of this session is 
“Resources for Development 
—A Global Perspective". The 
problem is undoubtedly, vast 
and complex. While the global 
aspect is important, we shall 
have to discuss, in considerable 
detail, problems connected 
with domestic resource gene¬ 
ration. If 1 spend more time 
on this issue, I hope, 1 shall not 
be misunderstood. My task is, 
to some extent, eased because 
I had the privilege of chairing 
the Plan Sub-Committee of the 
Federation of Indian Chambers 
ofCommerce & Industry which 
has recently brought out a 
document on the subject. 

international issue 

Development is an interna¬ 
tional issue. Today, the distri¬ 
bution of world income is ab-' 
normally skewed; what is more, 
the gap between developed and 
developing nations has been 
widening over the years. More 
than 50 per cent of the world 
income is shared by only seven 
per cent of the countries re¬ 
presenting 10 per cent of the 
population. Ten countries have 
per capita income exceeding 
US S%000; more than 47 coun- 
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tries have per capita income of 
less than US $200. 

Some effort has, no doubt, 
been made to promote interna¬ 
tional co-operation for accele¬ 
rating development of less 
developed countries. The UN 
Resolution on Second De¬ 
velopment Decade proposed 
that the developing countries 
should achieve a six per cent 
annual growth rate and that 
this should be financed from 
external savings to the extent 
of one per cent of the GNP of 
the developed countries. The 
intentions were undoubtedly 
lofty; but the results have been 
rather poor. Since the middle 
of the last decade foreign aid 
has actually been declining. 

aid illusion 

1 would like to draw your 
attention to the fact that what 
has been called aid is often no 
more than a mere lohn. For 
the most part, the terms of 
loans have been harsh; they 
have been tied to particular 
countries and have been given 
to finance projects which had 
greater demonstrative value. 
With all these restrictions and 
conditions, external aid, the 
quantum of which was also 
low, provided only limited 
relief to developing countries. 
No spectacular development 
was achieved. As such aid¬ 
giving countries were overcome 
by what has come to be called 
aid-weariness and the aid-re¬ 
ceiving countries, on their part, 
possibly, by aid-disillusion¬ 


ment. The question was care¬ 
fully and intelligently examined 
by the Pearson Commission 
and a number of very cons¬ 
tructive suggestions were 
made ; and yet hardly any im¬ 
provement in the situation had 
taken place. 

When aid first began it was 
a reflection of altruistic moti¬ 
vation and an expression of a 
philosophy of world develop¬ 
ment. This attitude which 
seems to have considerably 
clouded now, should be re¬ 
vived; in fact, reinforced. 

social justice 

The World Bank President, 
Mr McNamara, has drawn po¬ 
inted attention to the fact that 
aid is a matter of social justice. 
It is in that perspective that 
the role of foreign aid has to be 
recast. Significant changes in 
the quantum, mode and condi¬ 
tions of aid have to be made. 
It has been suggested, and 
quite rightly, that a part of the 
SDRs allotted to the de¬ 
veloped countries should be 
set aside for giving aid 
to developing countries. For 
achieving greater productive 
use of these resources it 
would be better if these re¬ 
sources are channelled through 
international organisations like 
the World Bank and the IDA 
which are free from political 
influences and are governed by 
economic values. Obviously, 
the terms of aid have to be 
much more reasonable and re¬ 
payments spread over a much 
longer period of time, than in 
the past. 

As you know, by the end of 
March 1972 India had re¬ 
ceived aid to the extent of Rs 
12,746 crores. Of this, Rs 
3120 crores was under PL 
480/665 Agreement. Grants 


amounted to only Rs 890 
crores. Aid was effectively 
utilised for financing imports 
mainly of industrial machinery 
and partly of components and 
raw materials. The terms of 
aid were stringent and, as a 
result, repayment obligations, 
including amortisation and in¬ 
terest payments, now amount 
to nearly a quarter of our ex¬ 
port earnings. The uncertainty 
in aid, the political pressures 
with which it is often associa¬ 
ted and the high burden of 
debt servicing have all made 
it necessary for us to reduce 
our dependence on external 
assistance. However, there are 
strong balance of payments 
considerations which make it 
impossible to reduce aid far 
below the repayment levels, 
for quite some time. 

provisional aim 

The provisional aim is 
zero-nct-aid by the end of the 
fifth Plan i.e. 1978-79. Since 
the major burden in the ba¬ 
lance of payments is in res¬ 
pect of repayments it would be 
in the country's interest to 
seek re-scheduling of debt obli¬ 
gations. Such aid, by its 
very nature is untied. 1 agree 
with Dr I.G. Patel that what¬ 
ever we can get by way of help 
from affluent countries need 
not be spurned as long as it is 
consistent with our self-respect 
and independence. 

The UN Strategy for the 
Second Development Decade 
had also expected that private 
foreign investment from deve¬ 
loped to developing countries 
would amount to about 0.3 
per cent of the GNP. This tar¬ 
get has more or less been ful¬ 
filled; but the distribution of 
this investment between count¬ 
ries has been considerably un¬ 
even partly because of the 


8AsraiM Boatman 


101 


JANUARY 19, 1973 




differing degrees of uncertainty 
and partly due to local de¬ 
velopment policies. Under¬ 
standably, there has been some 
resistance to private foreign 
investment because of its past 
associations. This attitude, 
1 feel, is unreasonable al¬ 
though there are certainly 
cases where foreign capital 
has tended to take advantage 
of particular local conditions. 
It is, therefore, necessary to 
create a climate of confidence 
and to adopt certain guidelines 
for the operation of private 
foreign investment. The in¬ 
ternational Chamber of Com¬ 
merce has recently formulated 
a scheme on these lines and, I 
hope, it will help expand the 
flow of private foreign invest¬ 
ment. 

India has reached a certain 
level of development and the 
field for private foreign in¬ 
vestment is bound to be selec¬ 
tive. Today, possibly there is 
greater need for technical col¬ 
laboration rather than financial 
participation. I do hope that 
government will liberalise im¬ 
port of technology which is the 
principal vehicle for bringing 
about radical improvements 
in productivity. 1 would at 
the same time say that the de¬ 
velopment of indigenous tech¬ 
nology should be encouraged. 
In fact, the two usually go 
hand in hand as the experience 
of some countries, like Japan, 
adequately demonstrates. 

shrinking incentives 

Many developing countries 
have been giving special in¬ 
centives to foreign investment, 
technology and technicians. 
These incentives shrink in size 
because they become the sub¬ 
ject of taxation in the deve¬ 
loped countries. 1 have been 
pleading when I was the Presi¬ 
dent of the International Cham¬ 
ber of Commerce that govern¬ 
ments in the developed count¬ 
ries should give tax protection 
to the incentives provided by 
developing countries. Other¬ 
wise, the very purpose of in¬ 
centives is lost. 

The trends in external re¬ 


sources, by and large, are not 
very encouraging and reflect 
the crisis of partnership in 
international development. 
Naturally, we shall have to 
depend, in future, increasing¬ 
ly more on domestic resource 
generation. 

primary issues 

Before I discuss this problem 
of domestic resources I would 
like to refer to certain primary 
issues which are of great rele¬ 
vance. It has not often been 
appreciated that resources are 
not the only constraint on 
growth. There are a number of 
other limitations which can 
obstruct economic develop¬ 
ment and which, therefore, 
have to be set right before a 
given amount of resources can 
be usefully invested. Secondly, 
resources themselves are not a 
fixed pool which can be drawn 
upon by the public and private 
sectors. They are governed by 
economic policies which in¬ 
fluence the sensitive attitudes 
of the people to save and in¬ 
vest. Thirdly, I would like to 
emphasize that resource genera¬ 
tion, considered over a period 
of time, depends on resource 
utilisation. If resources arc 
used more productively, re¬ 
source generation also is step¬ 
ped up. This is essentially a 
question of economic manage¬ 
ment to which I attach great 
importance. 

I have made reference to 
the management issue in its 
wider sense because, I think, 
in our economy it has assumed 
considerable dimensions. 1 
am absolutely sure that if the 
investment pattern in our first 
four Plans had followed the 
productivity line consistently, 
today we might not have been 
faced with the resources prob¬ 
lem as acutely. A large part of 
resources has gone into uses 
which are incapable of gene¬ 
rating further resources. As 
such, the potential sources of 
developiment finance have not 
expanded. Therefore, in fu¬ 
ture, this consideration has 
to be kept in the forefront. I 
would, in particular, like to 
urge that before mobilisingthc 
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requisite resources for the im¬ 
plementation of projects it is 
of utmost importance that the 
projects themselves are proper¬ 
ly selected, clearly defined, 
thoroughly worked out and 
become ready for implementa¬ 
tion. The mobilisation of re¬ 
sources, in the absence of these 
safeguards is bound to be 
frustrating. 

In the past six or seven years, 
the trends in resource gene¬ 
ration have been rather de¬ 
pressing. From 11.1 per cent 
of national income in 1965-66 
savings declined to 8.5 per 
cent in 1969-70, and are ex¬ 
pected to be about 10 per cent 
in 1971-72. Foreign savings 
have also shrunk both rela¬ 
tively as well as abolutely. As 
such, resources available for 
investment will, to that extent, 
be less and the shortfall will 
have to be made good by cor¬ 
responding increases in do¬ 
mestic savings. 

main sectors 

For the purpose of further 
discussion on resource gene¬ 
ration we can divide the eco¬ 
nomy — as is usually done— 
into three comprehensive sec¬ 
tors which functionally have 
different roles to play. These 
sectors include government, 
the corporate sector and the 
households. Broadly, we can 
say that government and cor¬ 
porate sector invest more than 
their own savings. The addi¬ 
tional resources are drawn 
from the household sector. 
In what proportion the public 
and the private sectors draw 
upon household savings is a 
matter of policy and is more 
specifically determined by the 
levels of taxation, the state of 
the capital market, credit poli¬ 
cies affecting banks and term 
lending institutions, etc. To 
quantify, in 1971-72 (financial 
year) total domestic savings 
have been estimated at Rs 4105 
crores. The bulk of these sav¬ 
ings viz, Rs 3270 crores or 
roughly about 80 per cent, 
originated in the household 
sector. But the household sec¬ 
tor was able to invest in physi¬ 
cal assets only to the extent of 


Rs 1300 crores. The balance, 
i.e. Rs 1970 crores, was loaned 
out to the government and the 
corporate sector directly or 
through financial intermediaries 
like banks, provident funds, life 
insurance etc. It has been esti¬ 
mated that the distribution of 
the surplus savings of the 
househholds between govern¬ 
ment and the private corporate 
sector was in the ratio 7:1. 
However, since the corporate 
sector investment was small in 
relation to public sector invest¬ 
ment the borrowing from 
households financed nearly a 
half of the corporate sector in¬ 
vestment. This shows the im¬ 
portance of household savings 
even to the corporate sector. 

savings burden 

The very first Plan indicated 
that in a country like India, 
where savings propensity was 
low, the burden of savings for¬ 
mation would largely fall on 
the government sector. As a 
result, it recommended that 
government should mobilise 
resources through taxation for 
the purpose of financing Plan 
programmes. When this re¬ 
commendation was made the 
Planning Commission probab¬ 
ly did not realise that govern¬ 
ment’s savings propensity itself 
was not very high. As a result, 
though government raised subs¬ 
tantial tax revenue in the past 
20 years there was hardly any 
improvement in the savings of 
government. This point is suffi¬ 
ciently important to need illus¬ 
tration. 

When the first Plan started 
in 1951 the ratio of tax revenue 
to national income was hardly 
six per cent; it is about 15 per 
cent now. If government’s 
current outlay had increased at 
the same rate as the national 
income, it should have been 
possible for government to 
save an additional 8 to 9 per 
cent of the national income. 
But this did not happen. Al¬ 
most the whole of the potential 
savings have been eaten up by 
the current expenditure. Go¬ 
vernment have been as poor a 
saver as the j>eople. An essen¬ 
tial pre-condition for stepping 
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up the savings rate in the eco¬ 
nomy therefore is to ensure an 
efficient management of re¬ 
sources and minimise the ex¬ 
penditures on non-productive 
or less productive uses. A 
little exercise which I had made 
earlier indicated that if these 
expenditures grow at the same 
rate as national income, go¬ 
vernment savings would be 
as much as Rs 15,900 crores in 
the fifth Plan. On the other 
hand, if that control is miss¬ 
ing, as is the case today, these 
savings would fall to only R$ 
5200 crores. The difference, 
you will appreciate, is signi¬ 
ficant. It measures the impor¬ 
tance of efficient budgetary 
control. Government should, 
in the interest of good manage¬ 
ment, limit non-prod ucti vc 
expenditures to the rate of 
growth of national income. 

Another crucial source of 
savings to which even the first 
Plan had drawn attention is 
the surplus of public sector 
undertakings. Even a 10 per 
cent return would put at the 
disposal of government gross 
resources (including deprecia¬ 
tion reserves) of the order of 
Rs 800-900 crores per year. 
Therefore, considerable effort 
has to be made to put manage¬ 
ment on sound footing, to im¬ 
prove operational efficiency 
4ind to rationalise the pricing 
system. 

potent capacity 

The public sector, including 
government and enterprises, 
have thus a vast potent capa¬ 
city for generating resources. 
Since these sectors are large, 
they have to receive urgent 
attention. I do think that 
if proper action is taken 
it should not be difficult for 
the public sector to step up its 
savings from the current 1.5 
per cent of the national income 
to about 6-6.5 per cent, by the 
end of the fifth Plan. 

Being in the private sector, 
I am more conscious cf the res¬ 
ponsibility of industry and busi¬ 
ness. I am pained to see that 
the share base of companies 
had not been widening fast 


enough. The growth of share 
capital in private sector com¬ 
panies has been on an aver¬ 
age, at the rate of only about 
two per cent per year. The total 
number of shareholders con¬ 
sidering the size of the country 
is small. With this small share 
base it will not be possible for 
companies to mobilise re¬ 
sources at the rate required by 
development potentialities. 
What is also important with a 
small share base it becomes 
impossible to diversify owner¬ 
ship, strengthen shareholders’ 
democracy and foster invest¬ 
ment habit among the public. 

urban market 

The capital market in India 
is almost wholly urban in 
character. At present, there 
are only eight stock exchanges 
in major cities like Bombay, 
Calcutta, Madras, Ahmeda- 
bad, Delhi, Hyderabad, Indore 
and Bangalore. It may be 
worthwhile to expand this 
financial infrastructure so that 
the interest in shareholding 
may be made more widespread. 
This should not be the responsi¬ 
bility only of stock exchanges 
or stock brokers. Companies 
themselves should make an 
effort to popularise industrial 
scrips, particularly, among the 
rural public to whom this type 
of investment is not quite fami¬ 
liar. I am stressing this point 
because with the progress of 
‘green revolution’ considerable 
amounts of resources have acc¬ 
rued to the rural .sector. A 
substantial part of these can 
be tapped for productive in¬ 
vestment. This responsibility 
can also be shared by govern¬ 
ment and financial agencies 
like banks, investment trusts, 
etc. It is heartening that the 
commercial banks have opened 
a number of branches in rural 
areas particularly in the last 
three years. However, ade¬ 
quate motivation for people to 
deposit moneys with banks, 
companies, investment trusts, 
etc. is lacking. A massive sav¬ 
ings motivation programme 
has, therefore, to be under¬ 
taken. Besides, the services 
provided by banks to deposi¬ 
tors, creditors and other people, 
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who make use of banking facili¬ 
ties, have to be substantially 
improved. This would reduce 
cash holdings and increase the 
velocity of circulation of 
money. 

Corporate investment is also 
financed from internal re¬ 
sources of companies. Nearly 
a half of the gross investment 
is financed from depreciation 
reserves and another one-fifth 
from retained profits. For the 
balance, the corporate sector 
has to look out for resources 
from the institutions and the 
general public. The retained 
earnings of companies have 
been low because of the nature 
of taxation which fails to dis¬ 
tinguish between dividends and 
savings. I feel that as a part of 
the general savings drive distri¬ 
buted and undistributed profits 
have to be treated differently for 
tax purposes and thereby create 
incentive to retain a larger part 
of profits for ploughing back. 

I mentioned earlier that, the 
bulk of savings — nearly 80 
per cent originate in the 
household sector. These sav¬ 
ings have not been elastic be¬ 
cause both the capacity as well 


as the willingness to save have 
been seriously affected by the 
pattern of taxation, the rise in 
prices and the redistribution of 
income. Let me elaborate this 
point a little further. 

monetary expansion 

It is found that savings gene¬ 
rally fall when prices rise. In 
India the price rise has been 
brought about mainly by 
monetary expansion and indi¬ 
rect taxation. Taxation of 
commodities, particularly of 
wage goods like cloth, vanas- 
pati, sugar, etc., which have 
high weightage in consumer 
price index, has put up prices, 
leading to higher wage de¬ 
mands. This process is rein¬ 
forced by the growth of mone¬ 
tary demand created by budget 
deficits. On the other hand, 
rising prices, which reduce 
the value of money, have dis¬ 
couraged savings and stimu¬ 
lated current expenditures 
thereby leading to higher prices 
Unless this vicious circle of 
taxes, prices and wage de¬ 
mands chasing one another, is 
broken, it will not be possible 
to promote larger resource 
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generation for higher growth. 
My specific suggestion is two¬ 
fold. Firstly, there should he 
no increase in taxes on wage 
goods which have high weight - 
age in the consumer price in¬ 
dex; secondly, deficit financing 
has to he restricted only to 
meet the legitimate monetary 
needs in conditions of stable 
prices. 

welcome feature 

The redistribution of income, 
which has taken place in fa¬ 
vour of agriculture and the 
poorer sections of society, is a 
welcome feature. In fact, de¬ 
velopment programmes in fu¬ 
ture will have to be increasing¬ 
ly directed towards accelerat¬ 
ing this process. But its impli¬ 
cations to resource generation 
have to he fully kept in view. 
A transfer of income to the less 
privileged sections of society 
is bound to reduce the overall 
savings propensity. Studies 
made about changes in in¬ 
come distribution and growth 
in Latin American countries 
show that redistributive poli¬ 
cies huve tended to reduce the 
general rate of growth by 
about one per cent or so. It 
is, therefore, necessary to 
guard against such eventuali¬ 
ties by providing powerfu 1 
savings incentives. A worth¬ 
while measure would he to 
exempt savings from income- 
tax. At present, contributions 
to provident fund and life- 
insurance premium arc ex¬ 
cluded from income assessed to 
tax uplo a certain percentage, 
subject to an absolute maxi¬ 
mum. The inability to save 
adequately for old age under 
the present system of taxation 
has given rise to demands for 
higher salaries. Firstly, the 
range of eligible savings has 
to be enlarged, to include 
apart from provident fund and 
insurance premium, other 
forms of savings like bank 
deposits, purchase of govern¬ 
ment securities, small savings 
schemes, etc. Secondly, the 
percentage of income allowed 
to be saved free of tax should 
be increased. 

With the sort of saving in¬ 
centives 1 have suggested and 



the type of institutionalisation 
that is necessary it may be 
possible to raise household 
savings from eight per cent to 
about 11 to J 2 per cent of the 
national income in the next 
six to seven years. At current 
income the additional saving 
would be Rs 1500 crores per 
year. 

From what 1 have said it 
would certainly appear that 
the necessary increase in the 
rate of national savings is not 
easy, though possible. What 
is important to understand is 
that resource generation is not 
purely a matter of arithmetic. 
It is not as if so much can be 
diverted from this sector to 
that. What is called for is 
evoking a proper response to 
certain policies and actions. 
This has become important 
particularly because the vast 
bulk of savings originates in 
the household sector, which is 
very sensitive to taxes, prices, 
income distribution and so on. 
Therefore, the savings habit 
has to be deliberately fostered 
through appropriate policies 
and an appealing motivation 


programme. It j§ equally 
necessary that the manage¬ 
ment ot government finances 
is efficient and the expendi¬ 
tures on less productive 
sectors are minimised. For, 
as J said earlier, resource* 
generation itself depends on 
the pattern of resource utili¬ 
sation. The choice of invest¬ 
ment must essentially be on 
the basis of productivity. If 
all this is done it should be 
possible for us to step up our 
rate of domestic savings from 
the current 10 per cent to about 
18 per cent or so in the next 6 
or 7 years. 

This is a task to which go¬ 
vernment have to give urgent 
attention. Saving is really a 
social choice between provid¬ 
ing for immediate improve¬ 
ment in the standard of living 
on a limited scale and a perma¬ 
nent improvement in consump¬ 
tion in luture on an expanded 
scale. To a developiug country, 
like India, where large masses 
of people are below the po¬ 
verty line this choice becomes 
difficult. Foreign aid did pro¬ 
vide an easy way out. But it 


is neither possible nor desir¬ 
able to depend on aid for alt 
time. The less we have of aid 
the more the effort we have 
to make to generate domestic 
resources. 

No doubt, we have to make 
every effort to get foreign aid 
without affecting our goal of 
self-reliance. In particular, 
such assistance should take 
the form of debt relief. There is 
considerable need for import 
of foreign technology rather 
than private foreign invest¬ 
ment. At the same time, every 
endeavour has to be made to 
develop indigenous techno¬ 
logy. I have taken particular 
pains to point out that in view 
of the decline in foreign aid 
it would be necessary to stimu¬ 
late domestic resource gene¬ 
ration. This is intimately 
connected with the way in 
which resources are utilised. 
The more productive the in¬ 
vestment, the greater is the 
surplus. Hence, resource gene¬ 
ration is essentially a matter 
of judicious economic manage¬ 
ment and, I may add, of provid¬ 
ing powerful savings incen¬ 
tives. 
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Vienna. 


India and the Market 


Tin: contrast between the officially 
stimulated enthusiasm of many British 
over the UK’s entry to the European 
Community on January i and the blase 
indifference of most continental Europe¬ 
ans suggested the choppy if not stormy 
waters that lay below the smooth surface 
of polite welcome. 

January 1, 1973 was neither the be¬ 
ginning nor the end of a period in cither 
European or world affairs; it was a signi¬ 
ficant step whose repercussions will be 
felt world-wide for an unpredictable time. 
A Power whose commercial interests have 
been world-wide for more than two 
centuries linked its fortunes, with their 
permission, with the commercial affairs of 
eight other states most of whose external 
interests are of much shorter standing. Of 
them, only France and Holland can 
claim to have sizeable historic connections 
with peoples in other continents—the 
Belgians in the Congo had not much 


with an average yearly Income of £1,171 
is only just a little better off than the 
average individual Briton with his £1,158. 

This contrast between the power and 
wealth of the states and of their indivi¬ 
dual components is, among the nine 
Market members, easily the most marked 
in Britain where the employed person, on 
the average, earns only £278 a year more 
than the average Irishman, easily the 
poorest average individual in the enlarged 
Common Market. These figures reveal 
strikingly the facts that the Market is not 
markedly helpful to the individual any¬ 
where and that social and financial 
inequality is far more marked in Britain 
than in any other member of the Common 
Market, although both France and Italy 
contain thousands of distressingly poor 
people with little or no social redress. 
The real wealth of the Market, also, is 
concentrated westwards from West Ger¬ 
many’s Rhineland and Ruhr area through 
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more than a century’s history. Their 
commerce outside Europe is for the most 
part markedly smaller than Britain’s. 
Of the Market’s Nine only France is 
genuinely comparable with Britain in 
continuing historic external connections 
in other continents. 

The enlarged union, also, is by no 
means an assembly of equally well-off 
peoples. Although the Market, more 
correctly the European Community, is 
known as “the rich man’s club" the 
average income per head of employed 
persons in Ireland (at £860) is slightly 
less than half that of the cveragc employed 
Frenchman at £1,740. The French are in¬ 
dividually (and on the average) the best off 
of the Market’s nine members, followed 
by the Luxemburgers, the Dutch and the 
Belgians. The prosperous German earns, 
on the average, about £130 a year less 
than the Belgian, the Dane slightly less 
followed by a big drop to the Italian who. 


northern France and the Low Countries 
to London : it is this area in which the 
Market’s policies are formed and it is in 
this area, with the exception of the now 
vast port of Marseilles, that Europe’s 
greatest overseas market activity is con¬ 
centrated. The great agricultural areas to 
west Europe lay east and south of it but 
the politics of those corn and grazing 
land is settled in Brussels which can ex¬ 
pect soon to feel the pull of competition 
from Paris in politics, London in financial 
business and Luxemburg in official Market 
finance. 

Britain has entered, with common con¬ 
sent but contrary to the Market’s rules, 
with its pound still floating. Had this 
not been allowed, the still weak pound 
might have had to be supported from the 
Market’s reserve funds, a fact which may 
well keep the pound floating for some time 
longer. The European Community is due 
to reconstitute its reserves fund in April 


and it is at that time that the Market 
countries hope the British economy wilt 
be strong enough to permit a return to a 
fixed exchange rate for its currency. But 
they are not very hopeful of this unless 
Britain is prepared to undertake a bigger 
new devaluation than was envisaged 
when the pound was floated. It has already 
sunk by some six points. 

There are many target dates ahead for 
international currencies and commerce. 
There are political target dates also— 
especially the French general election next 
March, and President Pompidou, rather in 
the style of de Gaulle, has threatened to 
resign if the left-wing coalition gains the 
majority. The main stabilizing factor in 
the international political situation is that 
West Germany has a stable government 
for the next few years, that Britain’s next 
election need not come for another two 
years and that, in the USA, the colour of 
the adminstration for the next four years 
is settled. Three of the main protagonists 
are firmly in the saddle, with Moscow 
seemingly immutable. 

opening skirmishes 

But this year sees only the opening 
skirmishes. Internally, the Market faces 
disputes over charges for processing 
sugar (for offences against free competi¬ 
tion in this area 16 Market sugar firms 
have already been fined £3,75 million by 
the European Commission and the Mar¬ 
ket’s Court of Justice in Luxemburg has 
been presented with a case of highest 
importance), over the weight of lorries 
and of load per axle, over licences for 
international operation of lorries. Ex¬ 
ternally, the Market faces a US claim for 
trade compensation under the GATT rules 
for the formation of an enlarged European 
trade bloc and, by no means least dis¬ 
turbing, India’s claim for trade negotia¬ 
tions with the nine-nation community. 

India’s problem with the Market, 
unlikely to be solved without many 
delays, poses a dilemma for the Europe¬ 
ans, highlighting the clash of interests 
between France and Britain and the 
emerging conflict between the Communi¬ 
ties regional and global policies. Trade 
talks planned between India and the 
Community contain three elements. First, 
they will consolidate existing Community 
tariff concession on such products as tea 
and pepper; secondly, they will bring 
the present bilateral agreements with 
individual Community members and 
various product agreements on jute, 
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cotton, hndicrafts and coconut fibre intoa 
one document; thirdly—the most contro¬ 
versial point—they will discuss the for¬ 
mation of a “mixed committee*’ to look 
into special agreements to encourage 
commercial co-operation. The French 
oppose this last proposition on the ground 
that a mixed committee could develop 
into a permanent negotiating body and 
institutionalize commercial relationship 
with India unacceptably. 

But India and other Asian Common¬ 
wealth states cannot wait for another year 
when a world-wide round of talks is due 


to begin. These talks will be largely taken 
up with resolving the USA’s relationship 
whh the enlarged Community, especially 
with tariffs on industrial goods. By that 
time, existing Commonwealth preferences 
will have begun to be eroded. Apart 
from accepting agreement to hold talks 
with India most of the Community is 
dragging its feet. No date has been fixed 
and the detailed content of the talks has 
yet to be agreed upon. With no other 
Commonwealth Asian country have talks 
even been mentioned, a fact which con¬ 
trasts with the speed at which trading 
agreements were—in some cases after years 


of delay—negotiated with EFTA countries 
remaining outside the Community and the 
zeal with which various Mediterranean 
agreements are being revamped. 

The Asian Commonwealth may prove 
itself to be the Common Market’s weak 
point now that Britain’s membership has 
forced it upon the Community’s attention. 
These Asian Commonwealth states will 
need to be very persistent and alert if the 
Market's well-tried and perfected delaying 
tactics are not to force them into an 
insignificant corner in next year’s mam¬ 
moth trade discussions. 


Wool goes for modern M * ,b “ rn * 

marketing 


The wool slump of 1970 and 1971 gave 
a higher priority to measures, long under 
consideration, aimed at modernising the 
industry's traditional marketing system. 
The measures include the establishment 
of a new agency with wide powers over 
the handling and sale of Australian wool 
and an Australian government decision 
to consider a proposal by the wool pro¬ 
ducers to give the agency power to com¬ 
pulsorily acquire the entire Australian 
wool^clip. 

The slump of 1970 and 1971 appears 
to have been the result of forces out¬ 
side industry—the effects of a general 
depression in textiles and of world 
currency uncertainty. The market in 
1972 has made a strong recovery, but 
the lean years will not be easily for¬ 
gotten. 

In the financial year ended June 30, 
1972, wool exports earned Australia 
$A 634,000,000, or about 13.3 per cent 
of total export earnings. This was the 
lowest percentage of earnings ever re¬ 
corded for wool, which in most previ¬ 
ous years has contributed between 30 and 
40 per cent of exports. Wool’s propor¬ 
tionate share, however, is also tending 
to fall because of strong export gains by 
minerals and manufactures. 

On present production levels a change 
of one cent per kilogram in the price of 
wool involves a fall of $ A7,000,000 in 
Australia’s annual export earnings. 
About 95 per cent of the clip is exported. 

Many reasons have been offered for 
the present improved demand for wool 


and for the spectacular rise in prices 
during sales in September and October, 
1972. The Australian Wool Commission 
listed the following reasons :— 

Expectations are buoyant, particularly 
in Japan and Europe that retail sales 
during the northern hemisphere win¬ 
ter will reveal a marked swing to¬ 
wards apparel wool and that con¬ 
sumer preference for wool will be 
maintained for at least two years. 

Stocks of raw wool held by producer 
countries have fallen to negligible 
levels and commercial stocks, parti¬ 
cularly in Europe, have reached 
critically low quantities in terms of 
current mill activity. 

There is a growing belief that Austra¬ 
lian wool production in 1972-73 will 
be substantially below the July 1972 
official estimate of 869,000,000 kilo¬ 
grams or seven per cent less than in 
1971-72, and that it could be as low 
again in 1973-74. There is also belie¬ 
ved to be little likelihood of signi¬ 
ficant increases in production from 
world sources. 

The expected drop in wool production 
is the result of the reduction in sheep 
numbers caused by the wool depression, 
combined with the likely effects of a 
current drought in eastern and southern 
‘ Australia. The National Council of Wool¬ 
selling Brokers estimates that production 
will drop by about nine per cent in 
1972-73, 

The 1970-71 wool crisis led to the 


establishment of the Australian Wool 
Commission, a statutory authority which, 
to help stabilise the market, was given 
power to buy in wool at auction when 
the auction price did not meet the reserve 
price set by the commission. The market 
was so unfavourable that by the end of 
1971 the commission had accumulated a 
stockpile of 932,000 bales. 

Improved prices have since enabled 
the commission to dispose of this stock¬ 
pile at favourable rates and it has made 
a substantial trading profit. The com¬ 
mission's funds have come from bank 
and federal government loans. 

During the slum, the federal govern¬ 
ment also helped the industry through a 
deficiency payments scheme under which 
a subsidy was paid to growers aimed at 
giving them an average return of 37 
cents per lb, when prices were below that 
level. Although there is still provision 
for deficiency payments, no subsidy is 
needed at present prices. 

Wool producers are wary about exces¬ 
sively high prices because they can turn 
the market away from wool in favour of 
cheaper textiles. The demand now is 
for greater price stability and this is one 
reason why the industry is now pressing 
forward with marketing reforms. 

The major innovations have been pro¬ 
posed to the government by the Austra¬ 
lian Wool Industry Conference, the 
national organisation of wool producers 
—one seeking the amalgamation of the 
Wool Commission and the Wool Board 
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and the other relating to acquisition of 

Hie dip. 

The first proposal has been implement¬ 
ed *with legislation for the establishment 
of a new agency, the Australian Wool 
Corporation, with effect from January 1, 
1973. The corporation will merge the 
functions of the Wool Commission and 
the Wool Board, a body that for many 
years has been responsible for wool pro¬ 
motion and research, among other 

functions. 

The corporation will have wide powers, 
including marketing, promotion, wool 
testing, research and wool stores 

administration. The government, how¬ 
ever, deferred a decision on compulsory 
acquisition because it is considered 

that the submission needed to be more 
carefully examined and spelt out in 
greater detail. 

The new corporation has been given 
power to investigate the whole question 
of wool marketing and to prepare a 
detailed compulsory acquisition plan 
for government consideration. The scheme 
could be implemented only through 

complementary federal and state legis¬ 
lation. 

Some of the reasons for acquisition 
given by the Wool Industry Conference 
arc that it will help eliminate the present 
fragmented and inefficient methods of 


handling and selling the clip and that it 
will also help promote price stability by 
giving the industry greater power to match 
the flow of wool onto the market with 
demand. 

It it generally conceded that compared 
with the progress that has been made in 
wool production, research and promotion, 
there has been relatively little innovation 
in the field of handling wool from the 
point of production to the point of sale. 
The Wool Industry Conference consi¬ 
ders that acquisition is necessary for 
the effective introduction of a major 
reform involving the sale of wool by 
sample. 

At present wool is submitted lor auc¬ 
tion on the basis of sample bales, opened 
and displayed for inspection, but the 
rest of the wool must also be available 
for examination by buyers on request. 
This means that all wool covered by 
auctions has to be on hand at the selling 
centre, a system that involves costly and 
complex storage and handling arrange¬ 
ments. 

An alternative system, known as objec¬ 
tive measurement, has been proposed, 
under which core samples of wool are 
taken from each lot and scientifically 
tested for yield, fibre diameter and other 
characteristics. If this system was accept¬ 
ed it would be possible to separate selling 


operations tfrom handling operations* 
Among other ^advantages it also is 
regarded as a more accurate method of 
valuing wool than the present visual 
assessment method. 

Australia produces a third of the total 
world wool supply and more than half of 
the merino and fine crossbred wool. Some 
100,000 farmers depend directly on wool 
although most run sheep in conjunction 
with other farm activities, such as wheat 
and beef cattle. Numerous Australian 
trading communities have a similar in¬ 
terest in the future of wool. 

A committee set up by the Australian 
government in 1972 to report on the 
wool situation, said that there would be 
a continuing market for wool, market 
that would probably increase even though 
slowly by comparison with some earlier 
periods. 

The committee said that the advent 
and growth of new competitive fibres 
would reduce the chance that from time 
to time there would be exceptionally 
high wool prices to retrieve the position 
of growers hit earlier by low prices or 
drought. For this reason, among others, 
the industry once again faced the need 
for major adaptation to new conditions. 

% 

—NIB, Australia 
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For^members of the bu- 

reaucracy the 'summum bonum is surely a 
secretaryship in the government of India. 
It is therefore sheer hard luck on some 
of the recently appointed secretaries of 
central ministries that this elevation has 
come to them under circumstances which 
are far from flattering to their ego. 
Among the promoted persons are three 
who had been functioning as Advisers in 
the Planning Commission. Two succes- 
sive ministers for Planning (and ex-officio 
vice-dhairmen of the Planning Commis¬ 
sion), Mr C. Subramaniam and the pre¬ 
sent incumbent, Mr D. P. Dhar, have 
publicly been saying things about the 
senior officials of the Yojana Bhavan 
which have been far from complimentary. 
It has also been periodically reported 
that Mr Dhar has been trying hard to rid 
the Planning Commission of dead wood. 
It is inevitable that some of the recent 
appointments to the posts of secretaries 
will therefore be viewed by the public in 
a somewhat unfavourable light. The 
nagging question also arises whether the 
cabinet secretariat and the prime minis¬ 
ter’s advisers have been overkcen on 
finding the right men for the jobs while 
considering tilling up the vacancies at 
secretary level. 

It is of course true that senior appoint¬ 
ments in government departments arc 
often made on considerations other than 
those of merit. The important thing is 
one should have a godfather in the right 
place. It would certainly help if 
the official concerned has also 
been heard making the right ideological 
noises. Inevitably, this system—if system 
is the word I am looking for— has often 
been cruel to individual officers. Some 
of them have been overlooked so fre¬ 
quently that they themselves have 
come to feel that they belong to some 
‘missing persons’ list. 

It is rather intriguing 

that the ministry of Irrigation and Power 
has been passed over in the course of the 
recent appointments of secretaries. The 
vacancy there remains unfilled—and this 


at a time when the government is alle¬ 
gedly interested in fabricating a crash 
programme to step up power generation. 
There is a rumour that there could be a 
hitch here, thanks largely to the insis¬ 
tence on the part of the minister con¬ 
cerned that the Irrigation and Power 
secretary should be a technical person. 


Dr K.L. Rao, in other words, seems to 
be bent on doing a Wadud Khan on this 
ministry. He himself became a minister 
on the basis of being a technocrat. The 
halo has tended to wear thin over the ensu¬ 
ing years with the result that right now Dr 
Rao seems to be approaching the status, 
in reverse, of the Cheshire Cat. The 
halo is going, only Rao remains. It is 
clear that here is a minister who 
has outlived his utility at his present 
post—and this not only because the 
years arc catching up with him; also it 
is doubtful that Dr Rao has many ad¬ 
mirers of his present form, whether in his 
ministry or outside. In the circums¬ 
tances, the urgency of this ministry being 
provided with an adequate secretary who 
can call the state electricity boards to 
order or otherwise liven up the working 
of the power programmes, has become 
all the greater. 


The ministry of Health and Family 
Planning has been more fortunate—in a 
way. It has at least been given a secre¬ 
tary, although the chosen official can 
hardly be anyone’s idea of the ideal chief 
executive for the national family planning 
campaign. It is difficult to imagine this 
rather retiring official cutting a vigorous 
path for himself among all that impedi¬ 
menta of loops and nirodhs and pills of 
variegated colours. This is a double pity 
for, under Mr Uma Shankar Dikshit (he 
celebrated his 73rd birthday last week) 
the family planning ministry has already 
a minister whose mind is also emphati¬ 
cally elsewhere. There never was much 
chance that Mr Dikshit would become as 
passionate about the red triangle as Dr 
Karan Singh, the minister for Tourism 
and Civil Aviation, so patently is about 
the Kovalam beach. 


Talking of Kovalam, I 

am reminded of an incident in Eastern 
Economist in the early forties, when the 
late Lokanathan was editing this journal. 
An American visitor, who had jus,t 
returned from a tour of the western coast, 
was full of enthusiasm for the possibilites 
of the area for tourism and exclaimed that, 
with all those stretches of sand and all 
those clear-skinned girls around, an Ame¬ 
rican businessman, given the chance, would 
build up a multi-million tourist industry 
in no time. Lokanathan, who was yet to 
acquire that larger cosmopolitan expe¬ 
rience, which was to come to him later as 
an international civil servant, was shocked 
into near-speechlessness and could only 
sputter, "What? Arc you suggesting that 
this country should make money by 
tui ning itself into a brothel?” Surely, even 
an elderly gentleman, who had stinted at 
academic chores at a university for years, 
is most unlikely to react in quite this 
fashion these days. We seem to have 
indeed travelled far since - Lokanathan*s 
years of innocence. 

The government or its 

ministers have not been receiving too 
many bouquets from any quarter lately. It 
is therefore of more than passing signi¬ 
ficance that Mr N. A. Palkhivala, as 
chairman of the Associated Cement Com¬ 
panies Limited, has handsomely acknow¬ 
ledged the improvement in wagon supplies 
to the cement industry “during the last 
two months as a result of the measures 
taken by the Railways for which wc arc 
thankful”. Mr Palkhivala said this in the 
course of a statement to tlie shareholders 
at the annual general meeting of the com¬ 
pany. I recently heard from Mr K.K. 
Birla, a leading industrialist, who has 
interests in the wagon manufacturing in¬ 
dustry, similar expressions of appreciation 
of the efforts of the Railway ministry. He 
acknowledged with relief that the present 
Railway minister seemed to recognise the 
need for a wagon procurement policy 
which should maintain a high level of 
wagon manufacturing over a period and 
enable the industry to plan its production 
on the basis of a reasonable pricing policy 
for wagons. 

A colleague has pointed 

out that, in the editorial on Rajaji in the 
issue of January 5,1 had erred in placing 
the abolition of food controls in Madras 
state in “the late forties”. Actually, 
Rajaji abolished the food controls after he 
had became chief 
minister following 
the general election 
in 1952. 
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World Bank Debt Relief 

India will receive debt relief 
of about $150 million (about 
Rs 130 crores) from the World 
Bank Consortium for the finan¬ 
cial year 1972-73, according to 
Consortium sources. The Con¬ 
sortium met recently to consi¬ 
der India’s request for resche¬ 
duling of its debt obligations. 
The request was made to 
avoid outflow of foreign ex¬ 
change resources towards re¬ 
payment of debts in the next 
few years so that urgent deve¬ 
lopment needs would not have 
to suffer. The Consortium 
discussed the extent of imme¬ 
diate relief for the fiscal year 
1972-73 and also took stock of 
the position in respect of the 
next year. It is assumed that 
India will receive more or less 
similar debt relief for 1973-74 
also. India's request for debt 
relief was made early last year 
but the Consortium decision 
was delayed because one of 
the important members, the 
United States, did not agree 
to the relief until December 
last. 

IDA Credit 

The International Develop¬ 
ment Association (IDA), a 
World Bank affiliate, has ap¬ 
proved a credit of $ 25 million 
for India to support the small 
industi 7 sector. This is the 
first direct operation by IDA 
in this sector. The IDA credit 
will contribute towards an 
estimated $42 million (Rs 30 
crores) required in foreign 
exchange by state finance cor¬ 
porations to meet the needs of 
the small industry sector. 

National Water Grid 

The ambitious plan of cre¬ 
ating a nationol water grid by 
talcing water from the Ganga 

eastern economist 


and Brahmaputra rivers down 
to the Cauvery river in the 
south has been approved by 
the centre. A central autho¬ 
rity will be created with an 
initial fund of Rs 20 crores 
to undertake the preliminary 
survey work. 

Corporation for 
TN Taxis 

Taxi service in Tamil Nadu 
will soon be brought under a 
corporation to give a better 
deal to the drivers and a 
better service to the travelling 
public. The Tamil Nadu 
Tourism Development Corpo¬ 
ration (TNTDC) has drawn 
up a scheme under which the 
drivers will be made as ow¬ 
ners and will be asked to 
follow a code of conduct in 
relation to the public. As a 
first step, the scheme, invol¬ 
ving a capital outlay of Rs 5.43 
crores will be introduced in 
Madras city where 3,500 taxis 
are now plying. 

New Wagon Developed 

The Indian Railways have 
developed an improved four- 
wheeler covered wagon with a 
capacity to carry 25 per cent 
more load than the conven¬ 
tional standard covered wagon. 
The new wagon, called CRT, 
was designed by the Railway 
Designs and Standards Orga¬ 
nisation, Lucknow, and is 
now under manufacture by 
units in the public and private 
sectors. The first few wagons 
have just been put on the 
rails. The CRT wagon is 
specially designed to meet the 
requirements of small busi¬ 
nessmen who cannot make 
use of the bigger BOX (Bogie 
Open Special) and BCX 
(Bogie Covered Special) wa¬ 
gons. As compared with the 


conventional CR type wagons, 
the newly developed covered 
wagon has several advantages. 
The special advantage of the 
wagon for the small business¬ 
men is that it can carry a load 
of 27.54 tonnes as against 
21.73 tonnes carried by the 
conventional type covered 
wagons. Its volume is about 
62 cubic metres as against a 
CR wagon which has a volume 
of 51.4 cubic metres. The 
Railways have ordered nearly 
14,000 CRT wagons of which 
about 6,600 are expected 
to be delivered and commis¬ 
sioned by March 1974 i. e. 
the end of the fourth five-year 
Plan. 

Symposium on Sponge 
Iron Technology. 

An international symposium 
on science and technology of 
sponge iron and its conver¬ 
sion to steel will be held at 
Jamshedpur from February 
19. The three-day sympo¬ 
sium, organised by the 
National Metallurgical Labo¬ 
ratory, assumes importance 
in view of the imbalance bet¬ 
ween the occurrence of iron 
ore and coking coal and the 
simultaneous extensive depo¬ 
sits of non-coking coal. Scien¬ 
tists, metallurgists and execu¬ 
tives from public and private 
organisations and also ex¬ 
perts in the field from abroad 
will participate in the sympo¬ 
sium. 

Hindustan Steel 

The year 1972 ended with a 
record performance by the 
three mild steel plants of 
Hindustan Steel. The aggre¬ 
gate production of 3.909 mil¬ 
lion tonnes of ingot steel and 
2.892 million tonnes of sale¬ 
able steel was the highest for 
any calendar year, the previ¬ 
ous best being 3.756 million 
tonnes and 2.743 million 
tonnes respectively during 
1969. Similarly 2.917 million 
tonnes of despatches of sale¬ 
able steel during 1972 were 
also a record against the 
previous best of 2.880 million 
tonnes during 1969. Bhilai 
Steel Plant reached new high 
during 1972 with a production 
level of 2.053 million tonnes 
of ingot steel and 1.744 mil¬ 
lion tonnes of saleable steel as 
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cota pared to the previous best 
of 1.963 million tonnes and 
1.534 million, tonnes respec¬ 
tively during 1970. At the 
Durgapur Steel Plant, produc¬ 
tion of 0.718 million tonnes of 
ingot steel and 0.424 million 
tonnes of saleable steel was 
better than the corresponding 
figures of 0.664 million tonnes 
ingot steel and 0.410 million of 
tonnes of saleable steel during 
1971. At Rourkela the plant 
produced 1.138 million tonnes 
of ingot steel and 0.724 million 
tonnes of saleable steel as 
compared to the previous 
year’s figures of 0.819 million 
tonnes of ingot steel and 0.604 
million tonnes of saleable 
steel. Despatches of saleable 
steel during 1972 were higher 
than in 1971. 

STC 

The State Trading Corpora¬ 
tion has already booked export 
orders worth about Rs 114 
crores as against the export tar¬ 
get ofRs 92 crores fixed for 
the financial year 1972-73. The 
major contracts concluded till 
the end of December were : 
leather ware Rs 18.2 crores; 
jute goods valued at Rs 9.5 
crores; chemicals Rs 14 crores, 
woollen knitwear Rs 18 crores, 
artsilk fabrics Rs 11.8 crores 
and cement about Rs 5 
crores. Export contracts were 
also secured for caustic potash 
flakes, ultra marine blue, basic 
chromium sulphate and X-ray 
chemicals and army software. 
Processed and dehydrated 
foods is another area where 
STC succeeded in overseas 
supplies. The value of con¬ 
tracts booked up to date in 
these items totalled about 
Rs 3 crores. Cement exports 
proved to be yet another realm 
of export growth undertaken 
by STC since the canalisation 
of cement exports in 1968. 
The STC has plans to achieve 
a breakthrough in the near 
future in several of the south¬ 
east Asian countries including 
Thailand, Singapore and Hong 
Kong. 

Electronics Team 
for Paris 

A four-member electronics 
team beaded by Col. A. Bala- 
subramaniam, department of 
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electronics, left for Paris on 
January 9, for a study of the 
possibilities of collaboration 
between India and France in 
computer manufacture. This 
visit is a follow up of the ear¬ 
lier visit to India by a French 
trade delegation which had 
suggested electronics as one of 
the areas of co-operation bet¬ 
ween the tWo countries. 

Development of 
Colour TV 

The Electronics Systems 
Division (ESD), Ahmedabad, 
a sister concern of the Indian 
Space Research Organisation, 
proposes to undertake develop¬ 
ment of colour televisions 
during the fifth Plan. As a 
first step, the division propos¬ 
es to develop the colour tele¬ 
vision receivers on power 
amplifier linear system which 
would be followed by the deve¬ 
lopment of TV transmitter for 
at least two channels, standard 
test signal generator (spin off) 
and colour video tape recor¬ 
ders. Apart from its usefulness 
in playing a big role in the 
fields of education, industry, 
surveillance, resources survey 
and various other subjects, the 
colour televisions will find a 
good market in the west Asian 
and African countries to earn 
foreign exchange. The ESD has 
already developed and design¬ 
ed the battery operated tran¬ 
sistorised solid state television 
sets which will be used in the 
Satellite Instructional Tele¬ 
vision Experiment (SITE) 
programme in 1975-76 in colla¬ 
boration with the National 
Aeronautics and Space Ad¬ 
ministration (NASA) of the 
United States. 

Telex Expansion 

The telex expansion pro¬ 
gramme envisages the doubling 
of the capacity of the telex 
exchange in Bombay from the 
existing, 2,500 lines and of 
increasing the lines in Delhi 
and Calcutta from 1,500 to 
2,500. While the network is 
being enlarged in several towns 
arid cities, it is also being ex¬ 
tended to ten new centres 
which fulfil the economic and 
technical criteria. The telex 
service started 10 years ago, 
now operates in 41 centres 
with a total installed capacity 


of about 10,000 lines. An ad¬ 
ditional 6,000 lines have alrea¬ 
dy been sanctioned. Equipment 
for the expansion programme 
Would be supplied by the 
Indian Telephone Industries. 
The authorities consider as 
adequate the installed capa¬ 
cities in Madras (800 lines), 
Secunderabad (300) and Ahme¬ 
dabad (300). The capacity of 
the telex exchange in Banga¬ 
lore is being raised from 300 
lines to 400 and that of Ema- 
kulam being doubled from the 
existing 200 lines. The smaller 
exchanges in Amritsar, Lu¬ 
dhiana, Kanpur, Jaipur, Nag¬ 
pur, Baroda, and Poona will 
shortly have 200 lines each 
against the existing 100 lines. 
Installation of telex exchanges, 
now in progress in Kolhapur, 
Durgapur, Dehra Dun, Kota 
and Bnavnagar, is expected to 
be completed this year. The 
10 new centres for which telex 
stations have been sanctioned 
are Asansol, Dhanbad, Bokaro, 
Dibrugarh, Agra, Akola, Jam¬ 
nagar, Guntur, Alleppey and 
Quilon. Work on exchanges is 
also proposed to be taken up 
at a later stage at Nasik, Am- 
raoti, Panjim, Bhatinda and 
Rourkcla. 

Microwave Network 

The Posts and Telegraphs 
Department is importing from 
Canada microwave equipment 
for installation of microwave 
system connecting: New Delhi 
to Bombay via Kota, Indore 
and Dhulia with spurs from 
Indore, Ahmedabad and Bho¬ 
pal. Delhi to Calcutta via 
Agra, Kanpur, Luchnow, 
Gorakhpur, Patna, Asansol 
and Kharagpur With spur 
routes to Katihar. Calcutta to 
Bombay via Kharagpur, Jam¬ 
shedpur, Sambalpur, Raipur, 
Nagpur and Dhulia. These 
three schemes arc expected to 
be commissioned by 1976-77 
and will cover about 4,400 
kilometres of route. 

Trade Pact with Sudan 

Sudan and India concluded 
a new £50 million (Rs87.6 
crore) trade agreement—an 
increase of £ 16 million (Rs 
27.74 crores) over the previous 
agreement. Under the new 
agreement, India will buy three 
lakh cotton bales for £22.5 


million (Rs 39.4 crores) in 
addition to leather. Sudan will 
import machinery and jute 
from India. 

Trade Protocol 
with Poland 

A long-term trade protocol 
between India and Poland for 
the years 1973, 1974 and 1975 
was signed in new Delhi 
recently. The trade protocol 
envisages a trade turnover of 
Rs 1308 million between the 
two countries during 1973 
showing an increase of about 
30 per cent over 1972 trade 
protocol provisions. The esti¬ 
mates of trade turnover during 
1974 and 1975 would be re¬ 
viewed and negotiated at ap¬ 
propriate time, in accordance 
with the provisions of the new 
protocol, Poland has agreed 
to supply increased quantities 
of urea, rolled steel products, 
ships' equipment, mining ma- 
chinary, drugs intermediates, 
chemicals, refractory materials 
etc. The protocol also lays 
emphasis on increasing export 
of non-traditional items from 


India including engineering 
and consumer goods such as 
railway wagons, iron and steel 
castings including spun pipes, 
steel pipes and fittings, hand 
tools and pneumatic tools, 
auto ancillaries, electrical 
household articles, tinned 
fruits and juices, readymade 
garments, woollen knitwear, 
rayon fabrics, hosiery and 
knitwear, silk fabrics etc. These 
will be in addition to the ex¬ 
port of various traditional 
commodities like tea, coffee, 
black pepper, deoiled cakes, 
iron ore, processed mica, tan¬ 
ned and semi-tanned hides 
and skins, jute goods, cotton 
textiles, handloom goods, car¬ 
pels etc. 

Indo-Hungary 
Trade Protocol 

An Yndo-HuAgarian trade 
protocol for 1973 was signed 
on January 5 in Budapest. The 
protocol envisages a total 
trade turnover of Rs 585 mil¬ 
lion. Major items of exports 
from India to Hungary will be 
pharmaceutical products, auto 
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anciUaries, sanitary fittings, 
chemical products, dyestuffs 
and intermediates, tubes and 
fittings, castings, textile ma¬ 
chinery, machine tools, calcu¬ 
lating and office machines, 
electronic components and 
various other engineering and 
durable goods including con¬ 
sumer goods besides the tradi¬ 
tional items such as coffee, tea, 
tobacco, pepper, animal 
feeding stuff, castor oil, cashew 
kernels, iron ore, mica, crush¬ 
ed bones, tanned and semi-tan¬ 
ned hides and skins, finished 
leather, -coir, yarn and goods, 
jute manufactures, cotton yarn, 
semi-precious stones, woolen 
textiles and knitwear, synthetic 
and rayon textiles, pure silk, 
textiles etc. The principal 
items of Hungary’s exports to 
India will be rolled steel pro¬ 
ducts, machine tools, printing 
machinery, wheels, tyres, raw 
materials for electric industry, 
special electric motors, essen¬ 
tial oils, drugs and medicines, 
dye intermediates, lamp raw 
materials, chemicals, textile 
machinery, caprolaclum and 
synthetic fibres and yarn etc. 

Indo-Czech Agreement 

Preparatory work will be 
initiated immediately in India 
and Czechoslovakia to enable 
the conclusion of new econo¬ 
mic agreement which will take 
into account the requirements 
of the forthcoming five-year 
Plans of both the countries. 

This is envisaged in the 
agreed minutes of discussions 
signed in New Delhi recently 
between the leaders of the 
Indian and Czechoslovakian 
delegations. 

The Czechoslovakian delega¬ 
tion requested for the early 
supply of information regard¬ 
ing the projects, programmes 
and requirements in different 
fields which would form the 
basis of economic co-opcralion 
between the two countries 
during their forthcoming five- 
year Plans. They also expres¬ 
sed their readiness to co-ope¬ 
rate in covering the needs of 
India, especially in the fields 
of power generating equip¬ 
ment and components and 
equipment for metallurgical 
industry. It was agreed to 
recommend to the respective 


authorities of both the coun¬ 
tries, based on identified areas 
of co-operation; separate agree¬ 
ments which would ultimately 
be included in the new agree¬ 
ment. 

It was further agreed that 
the growing capabilities and 
requirements of the two coun¬ 
tries should be harnessed 
towards long-term develop¬ 
ment of industrial co-operation 
to mutual benefit. While the 
Indian side specially emphasi¬ 
sed the need for meeting the 
requirements of components 
and parts to be supplied from 
Czechoslovakia of Indo- 
Czechoslovak projects in India, 
the Czechoslovak side pointed 
out the need to relate the deve¬ 
lopment of exports of manu¬ 
factured products from India 
to the technological require¬ 
ments and possibilities of 
Czechoslovakia. It was also 
agreed that increase in present 
level of Indo-Czechoslovak 
trade exchange, which is the 
common objective of both the 
countries, could be expanded 
more rapidly through diversi¬ 
fication of the easting struc¬ 
ture of trade by significant 
increase in the exports of 
non-traditional manufactured 
goods from India to Czecho¬ 
slovakia. On this basis, it was 
agreed that it would be possible 
to develop the export of 
finished products of Indian 
industry to Czechoslovakia 
(simultaneously with increase 
of Indian imports of Czecho¬ 
slovak products, especially 
machines and components) 
with much quicker pace than 
the current general exchange 
of goods. 

UP State Agro Ind. 
Corp. 

The Uttar Pradesh State 
Agro Industrial Corporation 
Ltd has maintained its unbro¬ 
ken record of rapid growth and 
continuous expansion and di¬ 
versification in all the fields 
of its activities. The year ended 
March 31, 1972, in particular, 
turned out to be a period of 
splendid achievements and un¬ 
precedented growth for the 
company. The turnover dur¬ 
ing 1971-72 at Rs 16.84 crores 
registered a marked rise of 86 
per cent over the previous 


year. Net profit too recorded a 
smart rise to Rs 37.88 lakhs 
from Rs 36.37 lakhs in 1970-71. 
The impressive all-round im¬ 
provement in working results 
have encouraged the directors 
to distribute a dividend of Rs 
12.50 lakhs to shareholders 
Rs 2 lakhs more than in the 
preceding year. The employees 
of the corporation have also 
been amply rewarded. 
The directors have recommen¬ 
ded a handsome bonus of 12 
per cent as against 8.33 per 
cent paid for 1970-71. This 
was disclosed by the Chairman 
Mr J.D. Shukla, while address¬ 
ing the fifth annual general 
meeting of the company held 
recently at Lucknow. 

Not content with its past 
proud achievements the com¬ 
pany is constantly engaged in 
seeking new avenues for ex¬ 
pansion of its activities. The 
corporation has started manu¬ 
facturing seed drills and sto¬ 
rage bins. One cold storage has 
already been built up at Na- 
wabganj and two more are pro¬ 
posed to be set up a Kaimganj 
and Hapur. The packing cases 
unit at Haldwani increased its 
production and it is now being 
expanded. Another unit is 
now being set up at Bhowali. 
Apart from running efficiently 
and stepping up production at 
the existing units such as the 
cattle feed factory at Lucknow, 
processed foods factories at 
Ramgarhand Kaimganj, spi¬ 
ces unit at Jhansi, canning and 
pickles factory at Khalilabad, 
efforts are being made to estab¬ 
lish new canning and processing 
factories at Lucknow, Kosi, 
and Hapur, and cattle feed 
unit at Moradabad and Go¬ 
rakhpur. The fertilizer divi¬ 
sion besides expanding consi¬ 
derably its business has un¬ 
dertaken the sale and spraying 
of pesticides for plant protec¬ 
tion. The agricultural imple¬ 
ments unit increased its out¬ 
put of power threshers, olpadt 
threshers and trolleys. Its as¬ 
sembly division assembled 1450 
Zetor tractors imported from 
Czechoslovkia in s.k.d. con¬ 
dition during 1971-72 and in 
all distributed 2677 tractors. 
The company's performance, 
no doubt, is very impresive but 
the company is still continuing 
its efforts in exploring all the 
possibilities and potentialities 


so as to expand the scope and 
improve the quality of its ser¬ 
vices. 

High Power Economic 
Body 

The Prime Minister, Mrs 
Indira Gandhi has set up a 
seven-member Ministers’ Com¬ 
mittee to recommend adminis¬ 
trative changes necessary both 
at the centre and in the states 
to ensure the implementation 
of the party's new radical 
economic programme. The 
appointment of this high- 
power committee is contained 
in the statement on economic 
situation adopted at the Bidhan 
Nagar session of the Congress. 
The committee, which will 
report within six months, will 
comprise; the Finance Minis¬ 
ter, Mr Y.B. Chavan, the 
Railway Minister, Mr T.A. 
Pai, the Planning Minister, 
Mr D.P. Dhar, the Industrial 
Development Minister, Mr 
C. Subramaniam and Mr R.N. 
Mirdha and Mr K.C. Pant, 
Ministers of State in the Home 
Ministry. 

Panels on Grain Trade 
Take-over 

The union government has 
appointed two panels to pre¬ 
pare a detailed report on all 
aspect f the take-over of the 
wholesale trade in wheat and 
rice this year. One panel con¬ 
sisting of representatives of 
the nationalised banks headed 
by a Finance Ministry official 
will consider arrangements for 
financing the proposals and 
the other comprising Food 
Secretaries of Punjab, West 
Bengal, Gujarat, Tamil Nadu 
and Uttar Pradesh will look 
into the administrative arrange¬ 
ments. The panels will submit 
their reports to the sub-com¬ 
mittee on wholesale trade take¬ 
over, headed by the union 
Agricultural Minister, Mr 
Fakhruddin Ali Ahmed, in the 
first week of February when a 
final decision on the take-over 
procedure would be taken. 

Relief Projects 

The Prime Minister Mrs 
Indira Gandhi has announced 
four railway projects as a 
relief gift to the drought strik- 
en people of Maharashtra. The 
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four projects are: The West 
Coast Konkan Line (from 
Apta to Mangalore, a distance 
of 900'km); Conversion of 
metre gauge to broad gauge of I 
Manmad-Miidkhe line, 416 i 
km; conversion of metre gauge | 
to broad gauge of Latur-Miraj 
line, 368 km; and a new line 
connecting Vani to Chanaka 
in Yeotmal district, 64 km. The 
work on these project would 
begin within a month. 

Wool Allocation 

The allocation for the import 
of wool on the actual user 
basis for September, 1972, to 
October, 1973, has been fixed 
at Rs 15 crorcs, around the 
same level as last year. This 
sum is allocated by the Textile 
Commissioner among the 
various sectors of the industry 
such as the worsted shoddy 
combing and khadi sectors. 

Review of Excise Tariff 
on Tobacco 

A three-member committee 
has been set up to make a 
comprehensive review ol the 
excise tariff on tobacco. The 
objective is to have a judicious 
and rational tariff structure 
which can he administered 
effectively, efficiently and 
economically through sim¬ 
plified practical procedures. 
The committee is headed by 
Mr B. Sivaraman, former Ca¬ 
binet Secretary. The two other 
Members are Mr B.N. Bancrji, 
former Chairman of the Tariff 
Commission, and Mr J. Baner- 
jee, Member, Central Board of 
Excise and Customs. The 
committee has been asked to 
review the excise tariff on 
tobacco in all its aspects in¬ 
cluding its merits and deme¬ 
rits. 

Scheme for New 
Tax-Payers 

The Central Board of Direct 
Taxes has decided to extend 
until the end of February the 
scheme launched in October 
to assist erring tax-payers in 
the small income group to get 
themselves assessed without 
incurring any liability for 
penalty under the Income-tax 
Act. The benefit of the scheme 
is available to new tax-payers 
whose income, as declared and 
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assessed does not exceed Rs 
15,000. The extension has been 
made in view of the encourag¬ 
ing response to the scheme 
since it was launched three 
months ago. Special cells 
created in the Income-tax 
offices to assist-tax-payers in 
filing their returns will con¬ 
tinue to function all over the 
country throughout the period 
of extension, i.e. until the end 
of February. 

Leipzig Fair 

More than 9,000 firms pro¬ 
ducing technological and con¬ 
sumer goods from 60 countries 
are engaged in their prepa¬ 
rations for the 1973 Leipzig 
Spring Fair to be held, for the 
first time for eight days ins¬ 
tead of 10 days, from March 
11th to March 18th. With 
its theme, “For world trade 
and technological progress** 
the fair expands to a floor 
space of over 3.5 million 
sq. ft. which will accommodate 
the display of new and first 
rate products and will be the 
centre for an international ex¬ 
change of experience. The 
international character of the 
Leipzig Fair becomes more 
evident because 50 per cent of 
exhibitiors will be from ab¬ 
road, and foreign firms will 
take up about one-third of 
the available floor space. 
Exhibitions of modern techno¬ 
logy will be in 26 different 
trade groups and consumer 
goods come in 22 individual 
trade groups. Over 6,000 exhi¬ 
bitors from socialist countries 
include the 300 most impor¬ 
tant foreign trading firms 
who will display the results 
of socialist economic co¬ 
operation. Developing count¬ 
ries such as India, Egypt, 
Iraq, Algeria, Syria and 
Chile will be represented with 
official collective exhibitions 
and supplement traditional 
export items with industrial 
products of their respective 
countries. India will also 
have specialised stalls in the 
commodity groups in addi¬ 
tion to the Collective Pavilion. 
There will be more than 25 
other industrial nations such 
as France, Italy the Federal 
Republic of Germany, the 
Netherlands, Britain, Sweden, 
Finland, Austria, Japan, Bel¬ 
gium and Switzerland in 


the fair to benefit from its 
potential for east-west trade 
which was enhanced even fur¬ 
ther by socialist economic 
integration. Japan's 100 lar¬ 
gest firms will participate in 
an exclusive collective exhibi¬ 
tion. 


Madras Refineries 

The magnificent achieve¬ 
ments of Madras Refineries 
Ltd were highlighted by the 
Chairman, Mr Rama Brahmam 
while addressing the annual 
general meeting of the com¬ 
pany held recently at Madras. 
The impressive improvements 
in the company's operations 
have enabled the directors to 
declare a maiden dividend of 
nine per cent for the year 
ended June 30, 1972. This 
dividend on a paid-up capital 
of Rs 12.87 crores works out 
to Rs 1.16 crores. Another 
significant feature of the 
company's working during 
1971-72 was the marked im¬ 
provement in production and 
utilisation of capacity with 
possibilities for further im¬ 
provements in the current 
year. The total products re¬ 
corded a handsome rise from 
1.5 million tonnes in 1969-70 
to 2.2 million tonnes in 1971- 
72. The yield of middle 
distillates was 6.3 per cent 
higher than design. Asphalt 
production leaped to 300 per 
cent, LPG to 140 per cent, 
motor spirit to 120 per cent of 
the design capacity. This 
encouraging performance was 
the result of minor plant 
modifications and operational 
changes. What is more the 
management is making all 
efforts in increasing the 
throughput within feasible 
limits, improving the product 
pattern within the frame of 
contractual and other obliga¬ 
tions, developing new products 
such as Inkol-80, axles oil, 
rubber extender oil etc. If 
these products prove successful 
there will be a saving of for¬ 
eign exchange to more than 
Rs 3 crores. It is also expected 
that the company will supply 
the feedstock for the carbon 
black plant to be set up in 
the neighbourhood of the re¬ 
finery. Besides the management 
is taking all steps to improve 
materials management, opera¬ 


tional efficiency, cut down 
waste, planned preventive 
maintenance and performance 
budgeting. As part of its 
programme of providing assis¬ 
tance to developing coun¬ 
tries, the refinery has deputed 
two senior technicians to the 
Ceylon Petroleum Corpora¬ 
tion. One safety expert has 
also been loaned to Syria 
under the UNIDO scheme. 

In Brief 

The union government 
decided to set up a research 
and development board for 
the paper industry. Details 
are being worked out by the 
Ministry of Industrial Deve¬ 
lopment. 

The union government has 
received a proposal for the 
transfer of a running coir 
factory from the Netherlands 
to India. The proposal is 
under the consideration of the 
government. 

The union government 
accepted in principle to expand 
the capacity of the Bhilai steel 
plant to seven million tonnes. 

India will be buying about 
15 million bushels of wheat 
from Canada. Shipments have 
already started and will be 
completed by the end of 
March. 

The scheme to nationalise 
bus transport was formally 
approved by the Goa cabinet. 

The government announced 
its decision to set up the 
National Labour Institute at 
Poona. 

The Central Rice Research 
Institute at Cuttack has deve¬ 
loped a new rice strain with a 
protein content of 16 per cent. 

A cyclone warning radar 
station with a capacity of 
detecting cyclones Within a 
radius of 400 kms has been 
installed at the Madras Port 
Trust building. 

The Industrial Finance Cor¬ 
poration has decided to lend 
funds to mini-steel plants. 
Five applications for a total 
amount of Rs 6 crores are 
being processed by the corpo¬ 
ration. 

Iraq and Guinea have 
sought technical assistance 


from the Indian Railways. 

Names in Che News 

Mr S. Bhoothalingam has 
been appointed Chairman of 
the Board of Glaxo Labora¬ 
tories (India) Ltd in the place 
of Mr James S. Raj who has 
joined the Unit Trust of India 
as Chairman. Mr Bhootha¬ 
iingam is currently Director 
General of the National Coun¬ 
cil of Applied Economic 
Research. 

B. P. Patel, the former 
union Secretary, Ministry of 
Irrigation and Power, has 
taken over as the Chairman of 
the Gujarat Industrial Invest¬ 
ment Corporation. 

Mr K.V. Seshadri, until 
recently Joint Secretary to the 
union government in the 
Department of Cabinet Affairs 
has been appointed Vice-chair¬ 
man of the Maharashtra Stale 
Road Transport Corporation 
and Motor Transport Con¬ 
troller, Maharashtra. 

Mr C. P. Srivastava, Chair¬ 
man of the Shipping Corpora¬ 
tion of India was unanimously 
elected Chairman of the 
UN Preparatory Committee on 
code of conduct for Liner 
Conferences. 

Mr T. Banerjee has taken 
over as General Manager of 
the Oil and Natural Gas 
Commission, western region, 
at Baroda. He joined ONGC 
in 1966 as a senior geologist 
and later rose to the position 
of a superintending geologist. 

Mr J. B. P. Maramis of 
Indonesia has been appointed 
the new Executive Secretary of 
of the United Nations Econo¬ 
mic Commission for Asia and 
the Far-East (ECAFE). 

Mr Francois-Xavier Ortoli of 
France, a close associate of 
President Pompidou, and a 
former French Finance and 
Industrial Affairs Minister, 
took over as President of the 
new enlarged Common Mar¬ 
ket, Executive Commission 
when Dr Sicco Mansholt of 
Holland handed over charge 
to him. 

G. D. Somani, a leading 
industrialist and businessman 
and a Member of Parliament 
from 1952 to 1962 died 
recently. 
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AFFAIRS 


A.C.C 


Associated Cement Compa¬ 
nies has dipped into its reserv¬ 
es more than in the recent past 
in order to declare a dividend 
of 12 per cent which has been 
maintained for the last 12 
years. Unless there is an early 
and substantial price increase 
with a built-in provision for 
escalation against future rises 
in costs outside the company's 
control, it is feared, that even 
the established companies such 
as the ACC may not be able 
to maintain the dividend at 
this rate. The Tariff Com¬ 
mission is currently engaged in 
revision of prices. Since it may 
take more time for the Com¬ 
mission to finalise its report, 
the industry has been pressing 
for an immediate interim in¬ 
crease. These observations are 
contained in the Chairman, 
Mr N.A. Palkhivala's annual 
statement circulated to the 
shareholders of the company. 

At present the demand out¬ 
strips the supply, the short¬ 
fall being nearly two million 
tonnes, in 1972. This shortfall 
is due partly to the inadequate 
transport on account of short¬ 
age of wagons and partly 
because the new capacity has 
not been coming up. No new 
entrepreneur, obviously can 
undertake the setting up of a 
new cement factory since cx- 
works retention price of 
cement has become so unre- 
munerative. Meanwhile the 
cost of new projects has gone 
up to such an extent that a new 
unit will cost about Rs 500 
per tonne of annual installed 
capacity as against only Rs 
155 per tonne which the ACC 
incurred on its three-million 
tonne expansion programme 
completed two years ago. 
There has lately been a notable 
improvement in wagon sup¬ 
plies and this has enabled the 
company to make better utili¬ 
sation of installed capacity. 


But the shortage of power in 
several regions has resulted in 
a loss of production to the 
company to the tune of 1.25 
lakhs tonnes between August 
and December while during 
the period of the strike the 
loss in output was as much as 
2.75 lakh tonnes. In these 
circumstances it will be diffi¬ 
cult for the company to make 
good completely this shortfall. 

Shriram Refrigeration 

Shriram Refrigeration In¬ 
dustries Ltd has reported 
remarkable improvement in its 
working results during the 
year ended September 30, 
1972. With an appreciable 
increase in sales from Rs 4.50 
crores to Rs 6.53 crores, 
gross profit recorded a sleep 
rise to Rs 49.67 lakhs, regis¬ 
tering a gain as much as Rs 
19.91 lakhs over 1970-71. 
The encouraging working re¬ 
sults have enabled the direc¬ 
tors to recommend a maiden 
equity dividend of 15 per cent 
for 1971-72. But the directors 
regret that escalation in cost 
of production, due to increas¬ 
ed costs of raw materials and 
services and government levies, 
to a large extent has been 
offsetting the gains resulting 
from increased production 
and sales. 

Out of the gross profit, the 
directors have earmarked a 
sum of Rs 10.19 lakhs to 
depreciation reserve as against 
Rs 11.30 lakns in 1970-71, 
while the appropriation to 
development rebate raserve 
was a shade lower at Rs 1.34 
lakhs as compared to Rs 1.60 
lakhs in the preceding year. 
An amount of Rs 3.50 lakhs 
was set aside for taxation as 
against no provision in the 
previous year. This leaves a 
substantially higher net profit 
of Rs 34.64 lakhs as against 
Rs 16.86 lakhs in 1970-71. 


The proposed dividend will 
absorb Rs 7.50 lakhs. 

The company’s production 
and sales of compressors in¬ 
creased significantly during 
the year under review. The 
sales of compressors may, 
however, be adversely affected 
in the current year on account 
of tapering of demand for 
air conditioners and refrige¬ 
ration appliances due to 
power restrictions in most 
states. The demand for the 
company’s diesel engines 
spurted towards the close of 
the year due to the failure of 
the monsoon. The directors 
hope that the company’s pro¬ 
duction and sales of diesel 
engines will improve consi¬ 
derably in the current year. 
Production of water coolers 
outstripped the previous year’s 
record by a big margin but as 
water coolers require intensive 
sales promotion efforts, steps 
are being taken to ensure a 
continuously growing market 
for that product. During the 
year the company also com¬ 
menced the manufacture of 
electric motors. 

Golden Tobacco 

In consonance with the go¬ 
vernment’s declared policy to 
decentralise industries for the 
removal of regional imbalances 
and to curb the concentration 
of economic power by mono¬ 
poly houses, the government 
has granted Letters of intent 
to six state to put up cigarette 
factories in the joint sector 
and Golden Tobacco Com¬ 
pany Ltd. on its part, has 
offered full technical know¬ 
how besides financial partici¬ 
pation in all these ventures. 
This was disclosed by the 
Chairman Mr Chatrabhuj 
Narsec while addressing the 
annual general meeting of the 
company. 

Further in tune with the 


government's policy to en¬ 
courage production of ciga¬ 
rettes by only wholly Indian- 
owned companies to take care 
of the increased demand, the 
government has not issued so 
far any licence for expansion 
or for setting up of new units 
by foreign companies. If this 
policy is implemented in letter 
and spirit there is indeed a 
bright future, according to the 
chairman, for the Indian ciga¬ 
rette industry. If effective 
steps can also be taken now 
in priority industries, such as 
oils, soap and mat jh industries, 
nothing should, come in the 
way of the government curbing 
the foreign monopolies in the 
low priority non-essential con¬ 
sumer industries. 

Referring to the operations 
of foreign companies, the 
chairman pointed out that 
most of them arc part of the 
multinational cartels. The im¬ 
pact of their growing and con¬ 
centrating economic power in 
the social, political and eco¬ 
nomic life of the country, 
according to the chairman, 
has assumed alarming propor¬ 
tions with the result that the 
growth of the cent percent In¬ 
dian enterprises is hampered 
despite the fact that there is a 
ready availabili y of Indige¬ 
nous know-how, resources and 
a vast and growing consumer 
market in the country. Fur¬ 
ther the foreign companies, 
the chairman alleged, have 
adopted the strategy of assum¬ 
ing names designed to Indian¬ 
ise their corporate image but 
have used, when it comes to 
marketing, widely publicised 
international brand names to 
boost sales. As consumers 
by and large are still carried 
away by products made in 
India by foreign companies 
and marketed under interna¬ 
tional brand names, such 
steps, it is felt, are having 
their adverse repercussions on 
the operations of Indian enter¬ 
prises. 

The crisis in foreign ex¬ 
change resources, in the chair¬ 
man's opinion, has been 
brought about, among other 
things, by increasing remit¬ 
tances by foreign companies 
operating in the country. In 
spite of government’s policy 
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assessed, does not exceed Rs 
15,000. The extension has been 
made in view of the encourag¬ 
ing response to the scheme 
since it was launched three 
months ago. Special cells 
created in the Income-tax 
offices to assist-tax-payers in 
filing their returns will con¬ 
tinue to function all over the 
country throughout the period 
of extension, i.e. until the end 
of February. 

Leipzig Fair 

More than 9,000 lirms pro¬ 
ducing technological and con¬ 
sumer goods from 60 countries 
are engaged in their prepa¬ 
rations for the 1973 Leipzig 
Spring Fair to be held, for the 
first time for eight days ins¬ 
tead of 10 days, from March 
11th to March 18th. With 
its theme, 4 ‘For world trade 
and technological progress 14 
the fair expands to a floor 
space of over 3.5 million 
sq. ft. which will accommodate 
the display of new and first 
rate products and will be the 
centre for an international ex¬ 
change of experience. The 
international character of the 
Leipzig Fair becomes more 
evident because 50 per cent of 
exhibitiors will be from ab¬ 
road, and foreign firms will 
take up about one-third of 
the available floor space. 
Exhibitions of modern techno¬ 
logy will be in 26 different 
trade groups and consumer 
goods come in 22 individual 
trade groups. Over 6,000 exhi¬ 
bitors from socialist countries 
include the 300 most impor¬ 
tant foreign trading firms 
who will display the results 
of socialist economic co¬ 
operation. Developing count¬ 
ries such as India, Egypt, 
Iraq, Algeria, Syria and 
Chile will be represented with 
official collective exhibitions 
and supplement traditional 
export items with industrial 
products of their respective 
countries. India will also 
have specialised stalls in the 
commodity groups in addi¬ 
tion to the Collective Pavilion. 
There will be more than 25 
other industrial nations such 
rs France, Italy the Federal 
Republic of Germany, the 
Netherlands, Britain, Sweden, 
Finland, Austria, Japan, Bel¬ 
gium and Switzerland in 


the fair to benefit from its 
potential for east-west trade 
which was enhanced even fur¬ 
ther by socialist economic 
integration. Japan’s 100 lar¬ 
gest firms witl participate in 
an exclusive collective exhibi¬ 
tion. 


Madras Refineries 

The magnificent achieve¬ 
ments of Madras Refineries 
Ltd were highlighted by the 
Chairman, Mr Rama Brahmam 
while addressing the annual 
general meeting of the com¬ 
pany held recently at Madras. 
The impressive improvements 
in the company's operations 
have enabled the directors to 
declare a maiden dividend of 
nine per cent for the year 
ended June 30, 1972. This 

dividend on a paid-up capital 
ofRs 12.87 crores works out 
to Rs 1.16 crores. Another 
significant feature of the 
company’s working during 
1971-72 was the marked im¬ 
provement in production and 
utilisation of capacity with 
possibilities for further im¬ 
provements in the current 
year. The total products re¬ 
corded a handsome rise from 
1.5 million tonnes in 1969-70 
to 2.2 million tonnes in 1971- 
72. The yield of middle 
distillates was 6.3 per cent 
higher than design. Asphalt 
production leaped to 300 per 
cent, LPG to 140 per cent, 
motor spirit to 120 per cent of 
the design capacity. This 
encouraging performance was 
the result of minor plant 
modifications and operational 
changes. What is more the 
management is making all 
efforts in increasing the 
throughput within feasible 
limits, improving the product 
pattern within the frame of 
contractual and other obliga¬ 
tions, developing new products 
such as Inkol-80, axles oil, 
rubber extender oil etc. If 
these products prove successful 
there will be a saving of for¬ 
eign exchange to more than 
Rs 3 crores. It is also expected 
that the company will supply 
the feedstock for the carbon 
black plant to be set up in 
the neighbourhood of the re¬ 
finery. Besides the management 
is taking all steps to improve 
materials management, opera¬ 


tional efficiency, cut down 
waste, planned preventive 
maintenance and performance 
budgeting. As part of its 
programme of providing assis¬ 
tance to developing coun¬ 
tries, the refinery has deputed 
two senior technicians to the 
Ceylon Petroleum Corpora¬ 
tion. One safety expert has 
also been loaned to Syria 
under the UNIDO scheme. 

In Brief 

The union government 
decided to set up a research 
and development board for 
the paper industry. Details 
are being worked out by the 
Ministry of Industrial Deve¬ 
lopment. 

The union government has 
received a proposal for the 
transfer of a running coir 
factory from the Netherlands 
to India. The proposal is 
under the consideration of the 
government. 

The union government 
accepted in principle to expand 
the capacity of the Bhilai steel 
plant to seven million tonnes. 

India will be buying about 
15 million bushels of wheat 
from Canada. Shipments have 
already started and will be 
completed by the end of 
March. 

The scheme to nationalise 
bus transport was formally 
approved by the Goa cabinet. 

The government announced 
its decision to set up the 
National Labour Institute at 
Poona. 

The Central Rice Research 
Institute at C uttack has deve¬ 
loped a new rice strain with a 
protein content of 16 per cent. 

A cyclone warning radar 
station with a capacity of 
detecting cyclones within a 
radius of 400 kms has been 
installed at the Madras Port 
Trust building. 

The Industrial Finance Cor¬ 
poration has decided to lend 
funds to mini-steel plants. 
Five applications for a total 
amount of Rs 6 crores are 
being processed by the corpo¬ 
ration. 

Iraq and Guinea have 
sought technical assistance 


from the Indian Railways. 

Names in the News 

Mr S. Bhoothalingam has 
been appointed Chairman of 
the Board of Glaxo Labora¬ 
tories (India) Ltd in the place 
of Mr James S. Raj who has 
joined the Unit Trust of India 
as Chairman. Mr Bhootha¬ 
lingam is currently Director 
General of the National Coun¬ 
cil of Applied Economic 
Research. 

B. P. Patel, the former 
union Secretary, Ministry of 
Irrigation and Power, has 
taken over as the Chairman of 
the Gujarat Industrial Invest¬ 
ment Corporation. 

Mr K. V. Seshadri, until 
recently Joint Secretary to the 
union government in the 
Department of Cabinet Affairs 
has been appointed Vice-chair¬ 
man of the Maharashtra State 
Road Transport Corporation 
and Motor Transport Con¬ 
troller, Maharashtra. 

Mr C. P. Srivastava, Chair¬ 
man of the Shipping Corpora¬ 
tion of India was unanimously 
elected Chairman of the 
UN Preparatory Committee on 
code of conduct for Liner 
Conferences. 

Mr T. Banerjee has taken 
over as General Manager of 
the Oil and Natural Gas 
Commission, western region, 
at Baroda. He joined ONGC 
in 1966 as a senior geologist 
and later rose to the position 
of a superintending geologist. 

Mr J. B. P. Maramis of 
Indonesia has been appointed 
the new Executive Secretary of 
of the United Nations Econo¬ 
mic Commission for Asia and 
the Far-East (ECAFE). 

Mr Francois-Xavier Ortoli of 

France, a close associate of 
President Pompidou, and a 
former French Finance and 
Industrial Affairs Minister, 
took over as President of the 
new enlarged Common Mar¬ 
ket, Executive Commission 
when Dr Sicco Mansholt of 
Holland handed over charge 
to him. 

G. D. Somani, a leading 
industrialist and businessman 
and a Member of Parliament 
from 1952 to 1962 died 
recently. 
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COMPANY 

AFFAIRS 


Associated Cement Compa¬ 
nies has dipped into its reserv¬ 
es more than in the recent past 
in order to declare a dividend 
of 12 per cent which has been 
maintained for the last 12 
years. Unless there is an early 
and substantial price increase 
with a built-in provision for 
escalation against future rises 
in costs outside the company's 
control, it is feared, that even 
the established companies such 
as the ACC may not be able 
to maintain the dividend at 
this rate. The Tariff Com¬ 
mission is currently engaged in 
revision of prices. Since it may 
take more time for the Com¬ 
mission to finalise its report, 
the industry has been pressing 
for an immediate interim in¬ 
crease. These observations are 
contained in the Chairman, 
Mr N.A. Palkhivala’s annual 
statement circulated to the 
shareholders of the company. 

At present the demand out¬ 
strips the supply, the short¬ 
fall being nearly two million 
tonnes, in 1972. This shortfall 
is due partly to the inadequate 
transport on account of short¬ 
age of wagons and partly 
because the new capacity has 
not been coming up. No new 
entrepreneur, obviously can 
undertake the setting up of a 
new cement factory since cx- 
works retention price of 
cement has become so unre- 
muncrativc. Meanwhile the 
cost of new projects has gone 
up to such an extent that a new 
unit will cost about Rs 500 
per tonne of annual installed 
capacity as against only Rs 
155 per tonne which the ACC 
incurred on its three-million 
tonne expansion programme 
completed two years ago. 
There has lately been u notable 
improvement in wagon sup¬ 
plies and this has enabled the 
company to make better utili¬ 
sation of installed capacity. 


But the shortage of power in 
several regions has resulted in 
a loss of production to the 
company to the tunc of 1.25 
lakhs tonnes between August 
and December while during 
the period of the strike the 
loss in output was as much as 
2.75 lakh tonnes. In these 
circumstances it will be diffi¬ 
cult for the company to make 
good completely this shortfall. 

Shriram Refrigeration 

Shriram Refrigeration In¬ 
dustries Ltd has reported 
remarkable improvement in its 
working results during the 
year ended September 30, 
1972. With an appreciable 
increase in sales from Rs 4.50 
crores to Rs 6.53 crores, 
gross profit recorded a steep 
rise to Rs 49.67 lakhs, regis¬ 
tering a gain as much as Rs 
19.91 lakhs over 1970-71. 
The encouraging working re¬ 
sults have enabled the direc¬ 
tors to recommend a maiden 
equity dividend of 15 per cent 
for 1971-72. But the directors 
regret that escalation in cost 
of production, due to increas¬ 
ed costs of raw materials and 
services and government levies, 
to a large extent has been 
offsetting the gains resulting 
from increased production 
and sales. 

Out of the gross profit, the 
directors have earmarked a 
sum of Rs 10.19 lakhs to 
depreciation reserve as against 
Rs 11.30 lakns in 1970-71, 
while the appropriation to 
development rebate raserve 
was a shade lower at Rs 1.34 
lakhs as compared to Rs 1.60 
lakhs in the preceding year. 
An amount of Rs 3.50 lakhs 
was set aside for taxation as 
against no provision in the 
previous year. This leaves a 
substantially higher net profit 
of Rs 34.64 lakhs as against 
Rs 16.86 lakhs in 1970-71. 


The proposed dividend will 
absorb Rs 7.50 lakhs. 

The company's production 
and sales of compressors in¬ 
creased significantly during 
the year under review. The 
sales of compressors may, 
however, be adversely affected 
in the current year on account 
of tapering of demand for 
air conditioners and refrige¬ 
ration appliances due to 
power restrictions in most 
states. The demand for the 
company's diesel engines 
spurted towards the close of 
the year due to the failure of 
the monsoon. The directors 
hope that the company’s pro¬ 
duction and sales of diesel 
engines will improve consi¬ 
derably in the current year. 
Production of water coolers 
outstripped the previous year's 
record by a big margin but as 
water coolers require intensive 
sales promotion efforts, steps 
arc being taken to ensure a 
continuously growing market 
for that product. During the 
year the company also com¬ 
menced the manufacture of 
electric motors. 

Golden Tobacco 

In consonance with the go¬ 
vernment's declared policy to 
decentralise industries for the 
removal of regional imbalances 
and to curb the concentration 
of economic power by mono¬ 
poly houses, the government 
has granted Letters of Intent 
to six state to put up cigarette 
factories in the joint sector 
and Golden Tobacco Com¬ 
pany Ltd, on its part, has 
offered full technical know¬ 
how besides financial partici¬ 
pation in all these ventures. 
This was disclosed by the 
Chairman Mr Chatrabhuj 
Narsee while addressing the 
annual general meeting of the 
company. 

Further in tune with the 


government^ policy to en¬ 
courage production of ciga¬ 
rettes by only wholly Indian- 
owned companies to take care 
of the increased demand, the 
government has not issued so 
far any licence for expansion 
or for setting up of new units 
by foreign companies, if this 
policy is implemented in letter 
and spirit there is indeed a 
bright future, according to the 
chairman, for the Indian ciga¬ 
rette industry. if effective 
steps can also be taken now 
in priority industries, such as 
oils, soap and match industries, 
nothing should come in the 
way of the government curbing 
the foreign monopolies in the 
low priority non-essential con¬ 
sumer industries. 

Referring to the operations 
of foreign companies, the 
chairman pointed out that 
most of them are part of the 
multinational cartels. The im¬ 
pact of their growing and con¬ 
centrating economic power in 
the social, political and eco¬ 
nomic life of the country, 
according to the chairman, 
has assumed alarming propor¬ 
tions with the result that the 
growth of the cent percent In¬ 
dian enterprises is hampered 
despite the fact that there is a 
ready availabili y of Indige¬ 
nous know-how, resources and 
a vast and growing consumer 
market in the country. Fur¬ 
ther the foreign companies, 
the chairman alleged, have 
adopted the strategy of assum¬ 
ing names designed to Indian¬ 
ise their corporate image but 
have used, when it comes to 
marketing, widely publicised 
international brand names to 
boost sales. As consumers 
by and large are still carried 
away by products made in 
India by foreign companies 
and marketed under interna¬ 
tional brand names, such 
steps, it is felt, arc having 
their adverse repercussions on 
the operations of Indian enter¬ 
prises. 

The crisis in foreign ex¬ 
change resources, in the chair¬ 
man’s opinion, has been 
brought about, among other 
things, by increasing remit¬ 
tances by foreign companies 
operating in the country. In 
spite of government’s policy 
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to permit foreign collabora¬ 
tion in priority sectors and in 
those fields where technical 
know-how is not available, 
the chairman feared that it 
has crept into fields where it is 
avoidable. Especially in con¬ 
sumer industries characterised 
by huge turnover and high 
profitability, it is in the na¬ 
tional interest, according to 
the chairman, to go in for 
know-how alone for a limited 
period and that too against a 
fixed payment of royalty or 
know-how fees. 

Vazir Sultan 

Vazir Sultan Tobacco has 
reported impressive working 
results during the year ended 
September 30, 1972, with pro¬ 
duction, sales and profit re¬ 
cording substantial gains over 
1970-71. Production climbed 
up to 13,649 million cigarettes 
from 12,601 million cigarettes 
while sales spurted to Rs 57.41 
crores from Rs 44.30 crores in 
1970-71. The gross profit, 
however, was only a shade 
higher at Rs 2.56 crores as 
compared to Rs 2.33 crores in 
1970-71. Out of the gross pro¬ 
fit the directors have allocated 
a sum of Rs 26.07 lakhs to de¬ 
preciation, Rs 3.64 lakhs to 
development rebate reserve, 
and Rs 144.97 lakhs to taxa¬ 
tion reserve as against Rs 
24.61 lakhs, Rs 4.96 lakhs 
and Rs 121.03 lakhs provided 
respectively in 1970-71. This 
leaves a net profit of Rs 81.78 
lakhs as compared to Rs 
82.27 lakhs in the preceding 
year. The equity dividend of 
25 per cent including 10 per 
cent already paid by way of 
interim distribution, will ab¬ 
sorb Rs 50 lakhs. 

Siemens 

Siemens India Ltd has report¬ 
ed marked improvements in its 
working results during the year 
ended September 30, 1972. 
During the year under review 
sales jumped by about 20 per 
cent to Rs 38.51 crores from Rs 
32.12 crores while gross pro¬ 
fit shot up by 18.2 per cent to 
Rs 4.08 crores from Rs 3.45 
crores in 1970-71. The equity 
dividend, has also been raised 
substantially from 14 per cent 
to 18 per cent. As in the 


previous year the entire 
dividend for 1971-72 will be 
tax-free in the hands of the 
shareholders. The board feels 
that the increase in divi¬ 
dend is well justified by the 
"profitability, financial posi¬ 
tion and future prospects of 
the company.'’Out of the gross 
profit the directors have app¬ 
ropriated a sum of Rs 73.70 
lakhs to depreciation, Rs 8 
lakhs to development rebate 
reserve, Rs 1.79 crores to taxa¬ 
tion reserve and Rs 1.42 crores 
to general reserve as against 
Rs 81.14 lakhs, Rs 10 lakhs, 
Rs 1.04 crores and Rs 1.48 
crores provided respectively 
in 1970-71. An amount of 
Rs 5 lakhs was credited to de¬ 
benture redemption reserve as 
against no allocation in 1970- 
71. The recommended divi¬ 
dend will absorb Rs 43.20 lakhs 
as compared to Rs 23.70 lakhs 
in the previous year. It is inter¬ 
esting to note that the orders 
booked by the company have 
increased by as much as Rs 10 
crores to Rs 43.54 crores while 
the pending orders stood at 
Rs 26.55 crores as against Rs 
22.10 crores at the end of the 
preceding year. 

Kamani Engineering 

Kamani Engineering is look¬ 
ing forward to the future with 
great optimism. The company’s 
rolling mill set up at Jaipur has 
commenced commercial pro¬ 
duction. This should meet 
substantially the company’s 
requirements of critical and 
non-rationalised sections of 
steel necessary for the sophisti¬ 
cated designs of towers. This 
should also help reduce costs, 
improve the company’s com¬ 
petitiveness in the interna¬ 
tional markets and improve 
profitability. The company 
has once again done very well 
on the export front. Export 
turnover during the year ended 
September 1972 increased from 
50 per cent to 66 per cent of 
the total turnover. As at the 
year end it had on hand or¬ 
ders aggregating Rs 20 crores. 
Further orders of the value of 
Rs 26 crores are being nego¬ 
tiated. The company also ex¬ 
pects to play a vital role in 
the coming years in meeting 
the larger requirements for HT 
and LT power transmission' 


lines on account of the govern¬ 
ment’s massive programme for 
power generation and trans¬ 
mission. 

Sudarshan International 

Sudarshan International, a 
subsidiary of Sudarshan Trad¬ 
ing Co. of Madras, is setting up 
a five-star luxury hotel in 
Madras. The project will be 
implemented in two stages. In 
the first phase provision has 
been made for 40 rooms, a 
beauty parlour, health club, 
swimming pool and restaurant 
and it is expected to be com¬ 
pleted by March 1973. The 
rest of the public and private 
rooms will be taken up in the 
second phase and will be com¬ 
pleted by April or May 1974. 
To raise resources for the im¬ 
plementation of the project the 
company will be issuing fresh 
capital to the tune of Rs 49 
lakhs sometime this year. The 
company’s present subscribed 
capital amounts to Rs 1 lakh. 
The capital outlay on the pro¬ 
ject is estimated at Rs 1.50 
crores and it will be met by 
the share capital of Rs 50 lakhs, 
government of India loan of 
Rs 75 lakhs and other borrow¬ 
ings of Rs 25 lakhs. 

Fuji Bank 

Fuji Bank, the second largest 
commercial bank in Japan, has 
acquired majority shareholding 
in Kwong On bank of Hong 
Kong. This is said to be the 
first instance in which a Ja¬ 
panese bank has acquired a 
stock majority in a foreign 
bank. Fuji and Kwong On have 
collaborated in international 
transactions for some years 
and it was largely to extend the 
scope for this collaboration 
that the two banks have de¬ 
cided on a capital link up. 
Fuji is also interested in build¬ 
ing up its commercial banking 
facilities in Hong Kong where 
Kwong On has seven branches. 
The deal with Kwong On is 
Fuji’s second international 
joint venture in the far-east. 

Indo-Malaysian Bank 

The United Asian Bank, the 
largest joint venture so far bet¬ 
ween India and Malaysia, with 


a capital of 25 million Malay¬ 
sian dollars, (about Rs 7.4.', 
crores) will go into business 
in early April. The bank was 
formed by the amalgamation 
of the three Indian banks 
—Indian Overseas Batik, 
United Commercial Bank and 
Indian Bank. The three Indian 
banks were nationalised by the 
Indian government in 1968 and 
the Malaysian banking laws 
do not permit state owned 
foreign banks operating in this 
country. The United Asian 
Bank, which was registered on 
December 20 last, will have 
initially 10 directors on its 
board including six Malaysian 


COMPANY NOTICE 

Lucas Indian Service Ltd 

It is hereby notified for pub¬ 
lic information that Lucas 
Indian Service Ltd., 9, Patullo 
Road, Madras-2 which is a 
wholly owned subsidiary of 
Lucas TVS Ltd, 37, Mount 
Road, Madras 6, have made an 
application on 3.1.1973 to the 
Central Government under 
Section 23(2) of the Monopo¬ 
lies and Restrictive Trade 
Practices Act 1969 for the 
approval of a proposed scheme 
of amalgamation with holding 
company Lucas TVS Ltd. 

Any person interested in the 
matter may make representa¬ 
tion to the Secretary, Depart¬ 
ment of Company Affairs, New 
Delhi, within 14 days from the 
date of publication of this 
notice his views with regard 
to the proposal for amalgama¬ 
tion referred to above and 
also the nature of his interest 
therein. 

For Lucas Indian Service 
Ltd Madras, 

Dt. 3.1.1973 

T. Narayana Rao, 
Assistant Secretary 
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Do You Knowt 

i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON* 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

in) that MURUKKU (Erythrina Indica) and UPPOOTHY (Maca* 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive oilers for such species of wood for producing Rayon* 
grade Pulp? 


Contact 


THE GWALIOR RAYON SILK NFS. (WVG) CO. LTD., 

<PULP DIVISION) 

Btrlakootam — MAVOOR — Kozhikode lifts 

KERALA 

Grams : "WOODPULP" Calicut Tela*: 084-216 Phones : 3073 & 3974 (Calicut) 

51 & 62 (Mavoor) 
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la&aia ot Indian citfant 
wptescnxing ike sponsoring 
«®*t. A, v/t\\-kt\own Malay- 
wan businessman, Tunku Ariff 
Bandarara, will be chairman 
of the new bank while Mr K. 
Vishnu Murthy, the veteran 
banker, will be director and 
chief executive. He will be ent¬ 
rusted with the responsibility of 
running the new organisation 
which will be the third largest 
banking institution in Malay¬ 
sia. Initially, the issued capi¬ 
tal will be 10 million dollars 
of which the government of 
India will take one-third 
through the three banks. Of the 
balance, 20 per cent would be 
reserved for Malaysia and rest 
of the capital would be pri¬ 
vately placed. 

News and Notes 

(Expansion and diversification) 

Carborundum Universal is 
taking “active steps” to secure 
a licence for the expansion of 
its manufacturing capacity for 
bonded abrasives, for which it 
has already received a Letter 
of Intent. The company has 
also obtained a Letter of Intent 
for the manufacture of clectro- 
cast/fused-cast refractories. 
The government, it is reported, 
has also approved the 
company’s collaboration with 
the Carborundum Company 
of Niagra Falls. Meanwhile 
the authorised capital is pro¬ 
posed to be increased from Rs 
250 lakhs to Rs 700 lakhs by 
the creation of 4,50,000 equity 
shares of Rs 100 each. As a 
result of intensive research un¬ 
dertaken by the company, it 
has been quite succesful in in¬ 
troducing ball grinding wheels, 
made test samples of hot pres¬ 
sed wheels for the steel in¬ 
dustry, and developed super 
refractory liners for the re¬ 
action chambers of fertiliser 
plants. In these three lines, 
the company, it is claimed, will 
be the only producer in the 
country. 

Mergers 

Tn concurrence with the 
Board of Directors of Gujarat 
Polyamides Limited, the Board 
of Directors of the Baroda 
Rayon Corporation Ltd have 
decided to absorb Gujarat 
Polyamides Ltd from January 
1,1973, subject to the sanction 


to the scheme# amalgamation 
from the shareholders of both 
the companies as well as that 
of the High Court of Gujarat. 
Both the companies will take 
immediate steps for filing the 
required petitions before the 
High Court of Gujarat. The 
broad features of the scheme 
of amalgamation are: For 
every 10 fully paid equity shares 
of Rs 10 each of Gujarat 
Polyamides Ltd, one fully paid 
equity share of Baroda Rayon 
Corpn Ltd of Rs 100 each 
shall be issued; for every one 
9* per cent cumulative re¬ 
deemable preference share of 
Rs 100 each of Gujarat Polya¬ 
mides Ltd, one preference share 
of Baroda Rayon Corporation 
Ltd, shall be issued on the 
same terms and conditions; 
the new equity shares shall 
rank for the dividend from the 
profits of B&roda Rayons from 
the year commencing from 
January, 1974 only. Similarly 
the preference shareholders 
shall be paid the dividend (in¬ 
cluding their arrears) out of 
the profits of the Baroda Ray¬ 
ons from the year commencing 
from January 1, 1974. All the 
assets, liabilities, rights, obliga¬ 
tions and the entire undertaking 
of Gujarat Polyamides Ltd 
will be taken over by Baroda 
Rayon Corpn, Ltd from 1973, 
the appointed date. The 
effective date shall be the date 
on which the High Court of 
Gujarat in response to the peti¬ 
tions of both the companies 
passes the order of dissolution 
of Gujarat Polyamides Ltd. The 
order is expected to be re¬ 
ceived within next six to eight 
months' time. 

New Shorrock Spinning and 
Manufacturing Co. is to be 
amalgamated with Mafatlal 
Gagalbhai and Co Private Ltd., 
the latter being a holding com¬ 
pany of the former. The mer¬ 
ger, if approved by the res¬ 
pective high courts, MRTP 
commission and the share¬ 
holders of both the companies, 
would take effect from April 
1, 1972. Under the proposed 
scheme one share of Mafatlal 
Gagalbhai will be given for 
every share of New Shorrock. 

New Issues 

Haryana Coated PapenULtd 

is setting up a project at Fari- 



BUT WE’RE NOT SATISFIED. 


Ten years ago, ItfSSIOC started groping in the 
dark. Undeterred by the magnitude of the task. 

MSSIDC settled down to chart its own 
course—partly through experimentation, partly 
through innovation and partly through enterprise. 
The results are there for anyone to see. 

There were problems and problems—in fact, 
a galore of them) 

Chronic shortage of raw materials, distribution 
bottlenecks, poor productivity, obsolete machinery 
and what not. Though the circumstances 
wen beyond our control, we began tackling them. 
We are still trying—harder and harder. 

After all, it isn't enough to be 95 per cent successful. 

One must think of the remaining 5 per cent. 



s MAHARASHTRA SMALL SCALE INDUSTRIES 

< DEVELOPMENT CORPORATION LTD. 

Jr (A Govt, of Maharoshtra Undertaking) 

1 Krupanidhi, P.B. No. 311 A. Ballard Estate, Bombay 1. 
5 Phone: 26112! Telex; 011-3399 Cable: MASSI0C0RP 
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dabad for the manufacture of pur Paper for the supply of 
180Q tonnes of art and chromo base paper and with its subsidi- 
paper per annum. The project ary, English Indian Clays, for 
is expected to be commis- coating grade clay. Ballarpur. 
sioned by January 1974. moreover, will give practical 
One significant feature of training to HCP’s technical per- 
the project is that no raw sonnel at its coating plant and 
materials are to be imported, is also likely to market the pro- 
Long-term arrangements have ducts. These facilities from an 
been entered into with Ballar- established and well-reputed 


giant firm in the field at the 20.40 lakhs consisting of 
initial stage will certainly go a 1,44,000 equity shares of Rs 
long way in placing the new 10 each and 6,000 (9.5 per cent) 
venture on a sound footing, redeemable cumulative pre- 
To raise part of the resources ference shares of Rs 100 each, 
required for the implementa- The subscripition list for his 
tion of this Rs 81.40-lakh fully underwritten issue will 
project the company entered close on January 31 or earlier 
the capial market on January but not before January 22. A 
18 with a public issue of Rs sum of Rs 2.SO per equity share 


SAVE A LOT OF MONEY 
AND A WHOLE LOAD 
OF TROUBLE... 


gains 


ELECTRIC VEHICLES! 
WORKING FOR YOU 


IffiPi 




flew available an 

O.G.8.4 D. Rata Contract - 
‘Standard’ electrle truck. 




Kfhy put up with the noise, the fumes, and all 
(he nagging maintenance worries of petrol or diesel 
powered vehicles when you could be using 
STANDARD ELECTRIC VEHICLES? 

Electric vehicles cost only 1/3 as much 
to run as other powered vehicles. They don't make 
a noiae, fume or vibrate; their solid and simple 
design makes for easy maintenance and unrestricted 
manoeuvrability; and this means they last longer— 
you can reckon on 50% longer life expectancy. 

And if .your vehicle Is In Bombay, you get a 
BONUS advantage with STANDARD—we'll service 


weMetwMmesee e e e ie e eewfbfMeeeMee 


iMeeleseeSees 


your vehicles free for one year. But wherever you I 
our factory trained and experienced personnel 
will service your vehicles and batteries at 
the same time, to save you the bother of two 
separate operations. □ So wake up from the 
vehicle nightmare with STANDARD'S range of 
electric vehicles. They are made to cater for any 
load up to 3 tons and there le a whole range of 
trucks and tractors to choosa from. 

Per further technical and engineering Information) 
write to: The Commercial Manager, 

The Standard Batteries Limited, 

Vakola, Santa Crux, Bombay SB AS* 

... 
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and Rs 25 per preference share 
is payable on application and 
equal amounts on allotment. 
The balance on equity and pre¬ 
ference shares is to be paid in 
two equal calls after three 
months from the date of allot¬ 
ment but with an interval of 
not less than two months bet¬ 
ween the calls. As the demand 
for art and chromo paper is 
expected to outstrip produc¬ 
tion in the coming years, the 
company is expected to fare 
extremely well in the coming 
years. The gross profit, on a 
conservative basis, is estimated 
around Rs 18 lakhs in the very 
first year of its production and 
the management is confident 
of declaring an equity of 
dividend of not less than 10 
per cent in 1974-75. 

Triveni Engineering Works, 
New Delhi, will soon be offer¬ 
ing to the public for subs¬ 
cription at par cumulative re¬ 
deemable preference shares 
worth Rs 25 lakhs, carrying a 
dividend of 9*5 per cent. The 
company has an engineering 
unit at Naini, Uttar Pradesh, 
which manufactures a wide 
range of items such as sugar 
milk plants, mill gear wheels, 
sugar mill drives of (engines 
and turbines), industrial pro¬ 
cess Turbines and steel striuc- 
turals. 

It is also running a sugar 
unit at Khatauli in Mu- 
zaffarnagar district in Uttar 
Pradesh. The company pro¬ 
poses to undertake the manu¬ 
facture of turbine and turbo 
alternator components for 
which it already possesses the 
requisite technical know-how 
It has also secured Letters of 
Intent for manufacturing 
chemical filters sugarcane 
diffusers with foreign collabo¬ 
ration the agreement for which 
is expected to be finalised short¬ 
ly. The company has paid a 
handsome equity dividend of 
10 per cent for the year ended 
October 31, 1971 while for 
1971-72 it has already paid an 
interim dividend of 10 per cent. 
The capital cost of the develop¬ 
ment programmes is placed at 
Rs 90 lakhs and it will be finan¬ 
ced through the preference 
issue of Rs 25 lakhs, loans from 
financial institutions of Rs 
30 lakhs, loans from banks of 
Rs 18 lakhs and the company’s 


own resources of Rs 17 
lakhs. 

GL Hotels Limited has de¬ 
cided to go public. It intends to 
raise Rs 40 lakhs through pub¬ 
lic subscription to increase its 
present issued and subscribed 
capital of Rs 20 lakhs to Rs 
60 lakhs. The subscription list 
opens on January 22 and shall 
close on February 2 or earlier 
on the issue being fully 
subscribed, but not before 
January 25. 

The authorised capital of 
the company is Rs 1.15 crorcs, 
consisting of one lakh equity 
shares of Rs 10 each and 
15,000 preference shares of Rs 
100 each. 

The Rs 40 lakhs new capital 
which is being raised is in the 
form of three lakh equity shares 
and 10,000 redeemable prefer¬ 
ence shares, carrying a return 
of 9.5 per cent per annum. The 
present subscribed capital of 
the company entirely consists 
of equity shares. 

The proceeds from the new 
issue are to be utilised for 
securing 50 per cent interest 
in a five-star luxury hotel— 
Rama Hotel—at Bangalore and 
for setting up a new hotel— 
also a five-star one—at Aurang¬ 
abad. The company already 
owns Hotel Natraj in Bombay. 
The directors are of the opi¬ 
nion that the profits of Hotel 
Natraj will enable them to 
maintain a dividend of 8 
to 10 per cent on the increased 
capital in 1973-74 itself. They 
expect the company’s dividend 
to go up to 15 per cent there¬ 
after. The Aurangabad Hotel is 
anticipated to be opened in 
early 1974 and the Rama Hotel 
at Bangalore in October, 1974. 
The shares of the company are 
proposed to be listed on the 
Bombay and Delhi stock ex¬ 
changes. 

To meet the needs of the 
expansion programme, addi¬ 
tional personnel are being train¬ 
ed in the United States, Japan, 
Hong Kong and London, 
where the company is operat¬ 
ing a chain of restaurants, 
along with several restaurants 
and Natraj Hotel in the coun¬ 
try itself. A significant achieve¬ 
ment of the company is that it 


has no foreign collaboration 
in its catering business. In fact, 
it will be supplying its catering 
know-how to Rama Hotel on 
payment of a fee which will 
augment its earnings consider¬ 
ably. This fee will be over and 
above the company’s share in 
the profits of Rama Hotel. 

The company has on its 
board of directors well-known 
hoteliers, industrialists and 
public figures. Among them 
are Mrs Prithvi Bir Kaur, 
Maharani of Jind; Mr R. K. 
Batra; Mr Madhavrao Scindia, 
M.P., Maharaja of Gwalior; 
Mr Iqbal Krishan Ghai Mr 
Peshori Lai Lamba; Mr J. R. 
Dadyburjor; and Mr Raghu- 
vansh Kumar Prithvinath 
Shankardass. Mr Ghai and Mr 
Lamba are well known in the 
catering industry in India as 
well as abroad. 

Company Meeting 

Ashok Leyland Ltd : Register¬ 
ed Office, Ennore, Madras; 
January 29; 10 A.M. 

Interim Dividend 

The board of directors of 
Metal Box Company of India 
has decided not to declare any 
interim dividend for the year 
ending March 1973. This de¬ 


cision has been taken due to 
the unsatisfactory trading re¬ 
sults for the first half of the 
year as a consequence of 
’seriously disturbed relations’ 
in some establishments, parti- 
dularly in manufacturing units 
at Calcutta, leading to a 
heavy loss of production. 
While the company’s perfor¬ 
mance has started showing a 
fair improvement after the 
conclusion of some long-term 
agreements with the employees, 
the question of a dividend will 
be considered having regard to 
various factors in trading con¬ 
ditions, power supply, and the 
need for improved liquidity. 
Last year, the company had 
stepped up the total dividend 
by a point to nine per cent, with 
a final of six per cent. 

Engine Valves Limited has 
recommended payment of an 
interim dividend of six per cent 
taxable for the year ending 
March 31, 1973 on the equity 
capital increased by the issue 
of bonus shares in the ratio 
of four shares for every five 
equity shares held. In the 
previous year, an interim divi¬ 
dend of 7.5 per cent taxable 
was paid on the old capital 
making with the final dividend 
a total of 16 per cent. 


Dividends 


(Per cent) 


Name of the 
company 

Year ended 

Equity dividend dec- 
clared for 

Current Previous 
year year 

Higher Dividend 

Multimetals 

October 31, 1972 

20.0 

17.5 

Tube Suppliers 

July 31, 1972 

15.0 

Nil 

Nellimarla Jute 

July 31, 1972 

12.0 

10.0 

Shriram Refrige¬ 
ration 

September 30, 1972 

15.0** 

Nil 

Andhra Sugars 

September 30, 1972 

12.0 

10.0 

Same Dividend 

Paper Products 

July 31. 1972 

10.0 

10.0 

Excel Industries 

September 30, 1972 

16.0* 

16.0 

Empire Jute Co. 

July 31, 1972 

Nil 

Nil 

Reduced Dividend 

Jaipur Udyog 

March 31, 1972 

Nil 

5.0 

Peirce Leslie India 

September 30, 1972 

Nil 

10.0 


♦On enlarged capital ♦♦Maiden dividend 
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COMPANY MEETING 


THE MYSORE PAPER MILLS, LIMITED, 

BANGALORE - 6. 

Speech Delivered By 

Shri C. Jayaram Reddy, I.F.S., Chairman and Managing Director, The 
Mysore Paper Mills Limited, at the Thirtyseventh Annual General Meeting of 
the Company held at Bangalore on Friday the 29th December 1972. 


Ladies and Gentlemen, 

1 deem it a privilege to wel¬ 
come you to the 37th Annual 
General Meeting of your Com¬ 
pany. 

The Report of the Directors 
and Audited Balance Sheet of 
your Company for the year 
ended 31st March 1972 have 
been in your hands for some 
time and with your permission 
1 shall take them as read. 

I assumed charge of the 
Office of the Chairman and 
Managing Director in August 
this year in succession to Sri 
Chandappa Patel, I.A.S. Your 
Directors have placed on re¬ 
cord their appreciation of the 
valuable services rendered by 
Sri Chandappa Patel, during 
the period he held Office as 
Chairman and Managing Di¬ 
rector. 

You would kindly observe 
that the Balance Sheet for the 
year under review gives a very 
good picture of the working 
results of the Company. In 
spite of mounting costs due 
to higher prices of raw mate¬ 
rials, chemicals etc., the Com¬ 
pany has been able to make 
practically the same profits as 
last year mainly due to in¬ 
creased production and econo¬ 
mies introduced which re¬ 
duced the costs considerably. 
The production during the year 
has been of the order of 24,076 
tonnes as against 23,788 tonnes 
and the Turnover Rs. 548.30 
lakhs as against Rs. 495.72 
lakhs during the previous year. 

But the prices of raw mate¬ 
rials, chemicals, stores and 
freight charges have registered 
a further rise which has conti¬ 
nued to persist. The wages 
and salaries as well as dearness 


allowance which is linked to 
the cost of living index have 
also increased. The accounts 
for the year under review dis¬ 
close a gross profit of Rs. 
96.06 lakhs after charging all 
expenses including interest 
but before providing for 
depreciation. Depreciation 
amounting to Rs. 37.38 lakhs 
for the year has been provided 
in full. After all the adjust¬ 
ments having been made, the 
profit and loss account will 
show a balance of Rs. 62.88 
lakhs which is proposed to be 


allocated as under: ~ 

- 


Rs lakhs 

Provision for Deve¬ 


lopment Rebate 


Reserve: 

0.68 

General Reserve 

62.15 

Balance carried over 

00.05 

Total 

62.88 


Having regard to this fa¬ 
vourable position, your Direc¬ 
tors have with great pleasure 
recommended for considera¬ 
tion of the shareholders pay¬ 
ment of dividend from general 
reserve at 15% or Rs.1.50 per 
share of Rs. 10 fully paid sub¬ 
ject to deduction of tax under 
the Income Tax Act absorbing 
a sum of Rs. 18.45 lakhs and 
your Directors confidently 
hope that the shareholders will 
accord approval to the re¬ 
commendation. 

The Reserves and the Sur¬ 
plus of the Company account 
for Rs. 189.39 lakhs which 
amount exceeds the paid up 
capital of Rs. 123.61 lakhs. Out 
of the total borrowings of Rs. 
450 lakhs taken to finance the 
expansion scheme, the Com¬ 
pany has repaid up-to-date 
Rs. 316 lakhs leaving a balance 


of Rs. 134 lakhs. Due to the 
reduction in borrowings on 
the one hand and increase in 
Reserves on the other, the 
equity debt ratio which had 
gone upto 1:30 now stands re¬ 
duced to 1;0.4. 

The demand for paper both 
cultural and commercial is 
bound to grow with the in¬ 
crease in developmental acti¬ 
vities. The growing demand 
could only be met by expan¬ 
sion of the existing units and 
by erection of new mills. 

Regarding expansion scheme, 
it is under active consideration 
by your Directors and steps 
arc being taken for increasing 
the present production by add¬ 
ing some balancing equipments 
and also to increase the present 
installed capacity of 18,000 
tonnes to 50,000 tonnes per 
annum. 

You are aware about the 
difficulties regarding procu¬ 
ring our raw materials, parti¬ 
cularly the main raw meterial 
Bamboo which is now being 
supplied from areas far away 
from the Mills. Steps have 
been taken to reduce the cost 
of transportation from these 
areas. The Government has 
been approached with a re¬ 
quest to arrange for supplies 
from nearby areas. 

Having regard to the present 
requirements of raw mate¬ 
rials, and also adequate supp¬ 
lies for the contemplated ex¬ 
panded unit. The Board 
of Directors arc considering 
proposals for making perma¬ 
nent arrangements for supplies 
of bamboo and eucalyptus and 
other pulpablc soft woods to 
supplement the shortfall in 
bamboo supplies and this sub¬ 


ject would be discussed with 
the Government also. 

The Labour-management re¬ 
lationship has been quite cor¬ 
dial. 

I am happy to be able to re¬ 
port that in spite of 25% po¬ 
wer cut we have slightly ex¬ 
ceeded the production for the 
first 9 months of the current 
year as compared with the 
production for the same period 
in the previous year and we 
hope to maintain the increas¬ 
ing trend in production. 

I wish to express on behalf 
of the Directors and my own, 
our warm appreciation of the 
willing and efficient co-opera¬ 
tion of all our employees. 

1 would like to express on 
behalf of the Directors and 
Shareholders our grateful 
thanks to Central and State 
Governments for their abidihg 
interest in the progress of 
your Company. 

We are thankful also to the 
various Credit Agencies and 
the Bankers who have advan¬ 
ced credit to us and have en¬ 
abled us to carry on and ex¬ 
pand our operations. 

I am grateful to my collea¬ 
gues on the Board for their 
wholehearted support and valu¬ 
able guidance. 

Ladies and Gentlemen, with 
these observations, I now 
move that the Directors Re¬ 
port and Audited Balance 
Sheet and Profit and Loss 
Account for the year ended 
31st March 1972 be APPROV¬ 
ED & ADOPTED. 

N.B. This does not purport to 
be a report of the proceedings 
of the shareholders meeting. 
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An approach to 
the science and 
technology plan 

The government of India set 
up, in October, 1971, the Na¬ 
tional Committee on Science 
and Technology (NCST) as 
the apex body for advising 
and assisting the government 
on all matters concerning the 
promotion of science and tech¬ 
nology and their application to 
the development and security 
of the nation. Under its char¬ 
ter, the NCST has a number of 
responsibilities but its major 
task is the preparation of the 
science and technology plan 
as part of the national socio¬ 
economic plan, in close co-ope¬ 
ration with the Planning Com¬ 
mission. 

In order to draw the Science 
and Technology Plan, the 
NCST has divided the whole 
economy into 24 sectors. The 
work in each of the sectors is 
co-ordinated by a panel, which 
in turn, has set up a number of 
planning groups to assist it. 
In this process, in all, about 
1500 scientists, technologists, 
economists, administrators and 
others arc directly involved. 
This is the first time in this 
country that such an exercise, 
involving such a large number 
of working scientists and others 
has been undertaken. A large 
number of complex issues have 
arisen in the course of pre¬ 
paring Science and Techno¬ 
logy Plan and the preliminary 
document entitled 'An Ap¬ 
proach to Science & Techno¬ 
logy Plan* prepared by the 
NCST is an exposition of the 


current thinking of the NCST 
on these issues. This docu¬ 
ment has recently been presen¬ 
ted to the government and has 
been accepted by the govern¬ 
ment in principle. The NCST 
intends to organise seminars 
at different centres in the coun¬ 
try for discussions on the 
Approach Document by a 
wide cross-section of the scien¬ 
tific community. 

Meanwhile, the different 
panels are engaged in the pre¬ 
paration of the Sectoral Plans 
and they have been inter¬ 
acting closely with the corres¬ 
ponding task forces and work¬ 
ing groups of the Planning 
Commission. 

Highlights of The Approach 
Document are given below: 

1. The context of the planning 
exercise 

Planning for science and 
technology in the context of 
national goals is a formidable 
exercise and a large number of 
complex issues have arisen in 
the course of the deliberations 
of the NCST. The complexity 
of the issues result from the 
realisation that: 

Development is more than 
just economic growth as re¬ 
corded in a net increase in 
the national income. It en¬ 
compasses the spectrum of 
human betterment for the 
whole society in all its dimen¬ 
sions, all of which are affected 
in some way or the other by 
the application of scientific 
and technological knowledge. 
Moreover, even in the con¬ 
text of growth, what is at issue 
is not so much an increase in 
production per se but a sus¬ 
tained and cumulative in¬ 
crease in the capability to pro¬ 
duce. 

There is more to Science 


Policy than policies for science 
and technology and certainly 
very much more than policies 
for Research and Development. 
In particular, whereas higher 
education and Research and 
Development determine the 
inputs or the supply of scien¬ 
tific and technological re¬ 
sources, the capacity to use 
them depends upon a variety 
of institutional and other fac¬ 
tors sometime proximate to, 
but very often remote from, 
the identifiable connection bet¬ 
ween technological activity and 
economic performance. 

The preparation of a Scien¬ 
ce and Technology Plan, 
the formulation of policy and 
the provision of financial re¬ 
sources. Only secure the neces¬ 
sary conditions for the use of 
science and technology to fiulfil 
national goals. In themselves , 
they are not sufficient . To 
implement the policies will re¬ 
quire drastic organistional and 
managerial reform not only 
in agencies and institutions 
that generate science and tech¬ 
nology but also in all govern¬ 
ment departments and publi- 
cally owned enterprises that 
use science and technology. 

2. Major deficiencies in our 
Science Policy and their re¬ 
moval : the raison de etre of the 
Science and Technology Plan 

An examination of the exist¬ 
ing structure and mechanisms 
for the allocation of resources 
to science and technology and 
the mechanisms by which go¬ 
vernment has, in the past, re¬ 
ceived advice on policies for 
science and technology reveal 
several major deficiencies. 

There has, for instance, 
been no explicit policy on 
the level and allocation of 
funds for scientific and tech¬ 
nological activity, well over 
80% of which is funded from 
the central exchequer. Each 
agency has submitted its pro¬ 
posals to the Planning Com¬ 
mission; the Commission has 
appraised them from primari¬ 
ly a financial point of view, 
endorsed the plans largely un¬ 
modified and recommended 
their funding to government. 
In sum, the overall funding 
of scientific research has been 


decided more by the absorp¬ 
tive capacity of the agencies 
and institutions concerned 
than by considerations of the 
economic or social importance 
of the agencies’ field of acti¬ 
vity. This absorptive capacity 
of the different agencies ana 
institutions has varied very 
widely. Part of the reason for 
this variation is the complexity 
and capacity intensity of the 
technology handled by the 
different agencies. But, it has, 
in no mean measure, been also 
due to a number of other fac¬ 
tors. These have often had to 
do with such things as the or¬ 
ganisational and managerial 
flexibility within ogencies and 
departments; the standing of 
the heads of agencies and other 
factors quite unrelated to the 
objective realities of the re¬ 
quirements of the national 
economy. The result of this 
essentially "laissez faire” atti¬ 
tude to the allocation of funds 
has been a growing mis¬ 
match between the distribution 
of funds for scientific activity 
and the economic and social 
importance of the areas of 
funding. 

Thus in 1970-71, while agri¬ 
culture contributed roughly 
half the gross domestic pro¬ 
duct, the central and state 
R&D allocation for this sec¬ 
tor was about 21 % of the total. 
Whereas the Atomic Energy 
and Space programmes alone 
accounted for 20% of the total 
expenditure on R&D in the 
central sector, medical re¬ 
search, health and family 
planning absorbed only about 
5%. While the share of re¬ 
search and development in 
defence was 12%, irrigation 
and power accounted for less 
than 2% and natural resource 
surveys (excluding oil) together 
accounted for less than 8% 
of the total expenditure on 
scientific activity in the central 
sector. 


The first major deficiency of 
Science Policy in our country 
is thus revealed. It is an ab¬ 
sence of rationul policies for 
science or guiding principles 
for decision-making on the 
magnitude and distribution of 
funds for scientific research. 
This deficiency is, in part, a 
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consequence of others discus¬ 
sed below: 

The second deficiency is in 
the set of policies relating to 
the performance of our scien¬ 
tific institutions. The most 
serious of these has been the 
continued neglect of badly 
needed organization and ad¬ 
ministrative reform, and in 
the areas of personnel poli¬ 
cies, procurement policies and 
financial disbursement policy 
Even where workable reforms 
have been recommended, these 
have by and large not been 
fully implemented. 

The third major deficiency 
concerns our policies towards 
the import of technology. It 
has not been recognised in 
adequate measure that it is 
very necessary to gear the 
indigenous scientific effort in 
such a way that it comple¬ 
ments and, in time, displaces 
the imported technology. Also 
there has not been a deter¬ 
mined effort to utilise the ca¬ 
pabilities already developed in 
the country. This lack of effort 
has, in considerable degree, 
been due to the absence of an 
active agency to promote indi¬ 
genous technology and the 
building up within govern¬ 
ment particularly of a “Swa¬ 
deshi” ideology. 

The fourth deficiency has 
been in the area of matching 
the demand for science and 
technology- such as has been 
perceived — with the supply 
of science and technology — 
such as has been performed. 
The communication gap bet¬ 
ween industry and the indust¬ 
rial research laboratory remains 
large. 

3. The strategy of Science and 
Technology in national de¬ 
velopment: the structure of the 
Plan. 

3.1 The central philosophy 

It is the effectiveness of the 
meshing of the supply of scien¬ 
ce and technology with the 
capacity to use them which 
determines the efficiency with 
which science and technology 
are able to contribute to the 
fulfilment of national goals. 
It is necessary that the per¬ 


ceived needs for scientific and 
technological inputs be trans¬ 
lated into what may be called 
a “demand pattern” that will 
sustain the supply of these in¬ 
puts and be able to absorb the 
current outputs from the subs¬ 
tantial scientific infrastructre 
already established. 

In order to give meaning to 
our determination to be self- 
reliant, it will be necessary to 
enunciate policies that will 
translate the felt need to use 
indigenous technology into 
a positive predilection for 
such technology. This will 
require a major commitment 
on the part of government to 
use all the instruments of pub¬ 
lic policy, be they financial, 
economic, legal, political or 
cultural to promote, sustain, 
deploy and effectively use do¬ 
mestic technology, utilising 
domestic natural and human 
resources, even if this involves 
some short-term technical, 
economic or other types of 
costs. 

As for priorities, the areas 
of felt needs for technologi¬ 
cal inputs derive explicitly 
from the national fifth-fivc- 
ycar Plan and perspective socio¬ 
economic plan and the priori¬ 
ties follow from that plan. But 
if those priorities have built 
into them obsolete technology, 
then the S & T Plan will point 
this out and suggest revision 
of these priorities in the light of 
emerging technological posi- 
bilities. The judgement as to 
what is “obsolete” is, of course, 
itself dependent upon socio¬ 
economic goals. For example, 
a labour-intensive technology 
that becomes “obsolete” in 
the advanced countries is not 
necessarily “obsolete” for us. 

Work is being undertaken 
on a sectoral basis in some 20 
sectors in which every effort 
is made to associate all the 
institutions that would be in¬ 
volved in the “innovation 
chain” which in the case of in¬ 
dustry would range from ba¬ 
sic research through applied 
research, development, design 
engineering, and plant fabrica¬ 
tion to production. At the same 
time an overview of the 
totality of the nation's scienti¬ 
fic and technological effort 


is being undertaken to deline¬ 
ate the range of possible alter¬ 
natives, to assess their relative 
costs and benefits and to pre¬ 
sent these for political deci¬ 
sion making. 

If the needs of the nation 
are to be the controlling fac¬ 
tor in the allocation of re¬ 
sources to science and tech¬ 
nology, then the strategy of 
the S & T Plan must be to con¬ 
sider in the context of national 
goals, and to plan, programme 
and budget in an integrated 
fashion, all the sectors of 
scientific and technological ac¬ 
tivity, particularly those which 
have hitherto utilised the lar¬ 
gest proportions of the na¬ 
tion’s scientific resources. The 
setting of priorities in R & D 
and the enunciation of 
post R&D and supporting 
scientific and technological 
tasks in the context of national 
goals constitutes a formidable 
challenge to the making of 
Science Policy. The “Sys¬ 
tem” within which the policies 
have to be framed is a large 
and complex one. Now here 
in the world is there as yet an 
adequate methodology for 
dealing with such a complex 
system. Inevitably, a process 
of trial and corrected error 
must be the methodology of 
policy formulation. Such an 
approach raises a very large 
number of issues which may, 
for convenience, be classified 
into four categories. 

Firstly , there is the question 
of the basic strategy of the 
scientific and technological 
effort we are going to under¬ 
take during this decade, and 
the policies needed to execute 
it. This has four aspects : 
policies relating to the provi¬ 
sion and satisfaction of the 
basic minimum needs of the 
population; those concerning 
the achievement of self-reli¬ 
ance; those connected with 
the import of technology and 
those involved in deriving 
maximum socio-economic bene¬ 
fit from the scientific and tech¬ 
nological resources built-up 
so far and the activities cur¬ 
rently under way. 

Secondly , there are issues of 
policy which arise in consider¬ 
ing the choice and appropriate ¬ 


ness of technologies being used 
in the economy. These issues 
arise in the context of each of 
the four aspects of the stra¬ 
tegy mentioned above. 

Thirdly , there arise issues 
pertaining to the generation 
and transmission of scientific 
and technological knowledge 
from our scientific and techno¬ 
logical institutions and educa¬ 
tional establishments into the 
society and the economy. 

Finally , there is a range of 
policy matters associated with 
the problems of matching the 
demand for technology with 
its supply. 

3.2-1 Meeting minimum needs 

Development must involve the 
integration of the, society and 
the economy to create the con¬ 
ditions for a sustained impro¬ 
vement in material well-being 
for the whole society. But the 
majority of our people function 
outside the paraphernalia of 
a market economy, and thus 
the demand for technology 
(and hence the capacity to 
absorb and utilise it comes 
largely from a small, urbanised 
economically and socially 
privileged group. 

The pattern of demand for 
such knowledge as will affect 
the rural sector will depend 
very crucially on how well we 
orchestrate a whole gamut of 
policies concerned with that 
sector. Thus, in a very direct 
way, the question of whether 
wc should undertake R &D 
into new types of tubewells 
or tractors is related, apart 
from technical considerations, 
to such issues as the size of 
land holding; the availability 
and the price of electricity; the 
provision of repair and mainte¬ 
nance facilities and the price 
of credits, all of which are not 
in any sense “given” but very 
much matters of government 
policy. It shall be the endea¬ 
vour of the NCST to itemise 
and set forth the contingent 
policies that control the utili¬ 
zation of science and techno¬ 
logy in the rural sector. 

3.2.-2 Achieving self reliance 

Self-reliance implies an in¬ 
herent strength in the commu- 
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nity from growth and de¬ 
velopment, and for the econo¬ 
my as a whole, a long term 
equilibrium in the balance of 
payments, including payments 
for technology in all its as¬ 
pects. Consequently, our legi¬ 
timate concern to be indepen¬ 
dent of external financial assis¬ 
tance should not lead us to be¬ 
come even more dependent on 
external technological assis¬ 
tance. A continuation of our 
present state of technological 
dependence will lead to signi¬ 
ficant financial costs in both 
domestic and foreign currency; 
perpetuate the fragmentation 
of our industrial system which 
foreign collaboration has 
brought about; continue to 
deny challenging employment 
to our engineers and scientists 
and compromise what is per¬ 
haps even more important than 
production per se — the ca¬ 
pability to produce. In sum, 
the nation has to recognise 
that technology is a major na¬ 
tional resource and a vital 
element in the task of achieving 
self-reliance. We have recog¬ 
nised the validity of this assess¬ 
ment in times of military con¬ 
flict; it now has to be appre¬ 
ciated in the context of the 
‘war on poverty'. 

In the economy as a whole, 
then, the basic thrust of the 
scientific and technological 
strategy must be the achieve¬ 
ment of self-reliance. This 
means the utilization of a mix¬ 
ture of imported and indigenous 
scientific and technological re¬ 
sources; but a mix in which 
the proportion of the indigen¬ 
ous component will steadily 
increase both in quantity and, 
more importantly, in the num¬ 
ber of critical national projects 
based upon indigenous techno¬ 
logy. Our attempt will be to 
fashion a strategy which is the 
application of the adage of the 
late Homi Bhabha; if techno¬ 
logy is regarded as the engine 
of the development process, 
then foreign technology is 
acceptable only as the super¬ 
charger of the domestic engine 
and never as the engine itself. 

Whereas self-reliance is our 
goal in the economy as a whole, 
in the areas of food, energy and 
possibly defence equipment 
our goal must be self-sufficie¬ 


ncy. This will imply that the 
entire resources base in these 
areas materials, manpower, 
technology and management is 
sought to be generated within 
the country. Such a strategy of 
self-sufficiency will make special 
demands on policies and pro¬ 
grammes in a number of areas 
including science and technolo¬ 
gy; for instance, policies of pric¬ 
ing and government procure¬ 
ment, price support in agricul¬ 
ture, procurement of defence 
stores, differential tariff for 
t'eedstockfor power stations. 
These need to be properly mesh¬ 
ed into such a strategy of self- 
sufficiency in order to generate 
and sustain the supply of the re- 
levcnt technologies and ensure 
their utilisation. 

3.2-3 Policies for the import of 
technology 

Until now, except for some 
isolated instances, our domestic 
scientific and technological 
system, and particularly that 
part of it dealing with R &D, 
has not been coupled to the 
institutions importing techno¬ 
logy nor has it been charged 
with the responsibility of learn¬ 
ing, adapting, improving and 
then displacing further im¬ 
ports of similar technologies. 
It has been argued by some 
that this kind of an approach 
is not feasible in the real world. 
But the instances where such 
coupling has come about indi¬ 
cate that the actual problems 
of adaptation at the enterprise 
level arc entirely manageable. 
What is needed therefore is the 
enunciation by government of 
explicit policies for the gearing 
of the domestic R&D effort 
to have full access to build or 
reinforce imported technology, 
apart from its contribution to 
the development of indigenous 
technology within the country. 

Three main policy conclu¬ 
sions are drawn in the main 
document: 

(a) The import of techno¬ 
logy should not be tied to the 
availability of aid. 

(b) It is of the utmost im¬ 
portance that we are thoroughly 
familiar with the alternative 
types and sources of techno¬ 
logy to perform the same task. 

(c) We must explicitly gear 


the domestic scientific and 
technical effort to learning, 
adapting, improving and then 
displacing continuing imports 
of similar technologies. 

The last two tasks will make 
specific demands on domestic 
technology and will necessi¬ 
tate the involvement of work¬ 
ing scientists in policy making 
and implementation in res¬ 
pect of foreign investment and 
foreign technology; for it is 
only they who generate, or 
have ready access to, the kind 
of information that is crucial 
to redressing the bargaining 
balance in favour of the buyer 
of technology. 

3.2-4 Policies towards maximis¬ 
ing the utilisation of existing 
scientific and technological re¬ 
sources 

An important component 
of our science and technology 
strategy must be immediate 
application of our present 
stock of scientific and techno¬ 
logical capabilities to prevail¬ 
ing national problems. The 
problems are as of standardisa¬ 
tion, quality control and the 
technological elements of bet¬ 
ter plant utilization, mainte¬ 
nance and safety are all amen¬ 
able to solution by a concerted 
application of existing skills. 
The rural sector could greatly 
benefit from programme of 
crop storage in hygienic pest 
—and weather—resistant struc 
tures, repair and maintenance 
of pumps and preventive main¬ 
tenance of agricultural, trans¬ 
port, crop-spraying and pest- 
control equipment. All these 
activities will make heavy de¬ 
mands on the “software” or 
management aspects of techno¬ 
logy utilisation and will re¬ 
quire systematic planning and 
support. 

Integration of activities of 
major R&D agencies 

At present there is a ten¬ 
dency to regard the CS1R as 
the only government scientific 
agency capable of, and respon¬ 
sible for, generating industrial 
know-how. But a large part 
of the research, design and en¬ 
gineering capabilities built up 
in the Department of Atomic 
Energy, the Railways, the De¬ 


fence R &D Organisation and 
even the Department of Space 
are relevant to the technologi¬ 
cal needs of our general in¬ 
dustrial development effort. 
That the impetus to develop 
these capabilities has come 
from the specialised primary 
missions of those agencies 
should not prevent recogni¬ 
tion of this fact, by the agen¬ 
cies themselves, by industry or 
by government. It is impor¬ 
tant therefore to bring the 
know-how and expertise al¬ 
ready developed by those agen¬ 
cies into the national pool, 
and to commit a systematic 
effort to commercialise the re¬ 
levant technology, wherever it 
has the potential to meet speci¬ 
fic national requirements. 

The same approach also 
needs to be adopted in regard 
to the utilisation of the R &D 
capacity of agencies other then 
CSIR for generating new gene¬ 
ral industrial technologies need¬ 
ed during the fifth Plan. This 
may be done, for example, by 
agencies taking on R&D pro¬ 
jects for the results of which 
the customers are public or 
private sector companies in 
the general economy, rather 
than only production enter¬ 
prises associated with the agen¬ 
cies themselves. At the same 
time, systematic efforts must 
be made to sec if some of the 
technological needs of agen¬ 
cies such as Atomic Energy 
and Defence cannot be pro¬ 
vided by the R&D laborato¬ 
ries of CSIR, of specific pub¬ 
lic-sector companies, or of one 
another. Such integration of 
the various elements of our 
R&D system will not be easy, 
but the returns to the nation 
arc likely to be sufficiently 
great to warrant a major exer¬ 
cise in rational integration of 
our scientific and technological 
effort. 

3.2-5 Some issues of policy re¬ 
lating to the supply of science 
and technology 

Scientific & technical education 

The workability of the entire 
scientific and technological 
effort depends upon the avail¬ 
ability of sufficient numbers of 
people, appropriately trained 
and educated. It will be neces- 
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sary to enunciate policies that 
will help to ensure the quality 
of our scientific and technical 
personnel and the relevance of 
the education they receive for 
the tasks they are scheduled 
to perform. 

Middle-level manpower 

The productivity and effec¬ 
tiveness of personnel with 
higher-level skills is crucially 
dependent upon the support 
they receive from middle-level 
manpower such as technicians, 
overseers, supervisory staff and 
administrative assistants. Po¬ 
licies for the proper education 
and training of adequate num¬ 
ber of such staff is an integral 
part of manpower planning for 
science and technology. Such 
policies will include program¬ 
mes for the production and 
dissemination of technical ma¬ 
nuals in Indian languages. 

Scientific & technical services 

The second set of policies 
relates to what has been de¬ 
fined in section 1.1. of the 
main document as Scientific 
and Technological Services. 
These need to be greatly 
strengthened and supported 
both quantitatively and quali¬ 
tatively. We have been very 
tardy in realising their value. 
We have, for example, long 
neglected the entire area of 
natural resources survey. It 
is plain that it will be impossi¬ 
ble to achieve the twin goals 
of self-reliance and providing 
minimum needs until we enun¬ 
ciate policies that enable us 
to fully survey, map and care¬ 
fully manage the exploitation 
and use of our natural re¬ 
sources to best advantage. 

New organisations in the areas 
ofR&D 

The third set of policies re¬ 
lates to the setting up of new 
institutions or organisation in 
areas such as research, design 
and testing whose purpose is 
to intensify activity in specific, 
closely defined fields in order 
to better serve the needs of 
user enterprises in industry, 
agriculture and such utilities 
as electricity and transport. 
Typical examples would be the 
setting up of Design Engineer* 


ing Organizations either attah- 
ed to public-sector enter¬ 
prises or as independent units, 
particularly in the areas of 
Mining, Shipbuilding and Po¬ 
wer Engineering; a High Poly¬ 
mer Laboratory; a Corrosion 
Control and Advisory Service 
and a National Remote Sens¬ 
ing Agency. The characteristic 
features of such institutions 
should be their growth out of 
research and design groups in 
existing institutions and their 
close institutional alliance with 
the users of the technology. 
Where feasible, the laboratories 
could be formally associated 
with academic inlititutions. 

National programmes 

Extensive as our R &D sys¬ 
tem is, there is an increasing 
number of areas in which the 
R&D work content and the 
technologies involved cut ac¬ 
ross the concerns and compe¬ 
tences of many agencies. Typi¬ 
cal example are Magneto-hyd¬ 
ro-dynamic power generation, 
the design and development of 
manufacturing technology for 
500 MW thermal/nuclcar po¬ 
wer stations, Solar Energy Uti¬ 
lisation, Desalination of Water 
and Low Temperature Tech¬ 
nology (which has important 
defence applications). We need 
therefore to evolve institutional 
mechanisms and managerial 
and financial practices which 
will promote and manage large, 
time-bound, goal-oriented, “na¬ 
tional programmes*’ in such 
areas. Work on defining these 
programmes is already well ad¬ 
vanced in some of these areas. 

3.2-6 Policies towards employ¬ 
ment generation 

A very major aspect of the 
development. process is the 
creation and distribution of 
the capability to produce in 
society as a whole. This capa¬ 
bility is an amalgam of many 
ingredients—capital, skills and 
management—to mention only 
the primary ones. But the avail¬ 
ability of skills and their dep¬ 
loyment is of.particular impor¬ 
tance, and most of the skills 
involved are scientific or tech¬ 
nical in the broadest sense 
of those terms. It is clear 
that the process of skill 
formation in our society, 


particularly through the struc¬ 
ture of formal educational inst¬ 
ruction must undergo drastic 
reform if we are to derive the 
maximum benefit from the use 
of our skilled manpower. But 
what causes greater immediate 
concern is the fact that many of 
our policies and programmes 
do not permit full utilization of 
our available manpower, even 
where it has relevant skills and 
is readily available. 

For instance, it is well known 
that technical activities such 
as the preparation of feasibility 
and project reports, design en¬ 
gineering and the preparation 
of manufacturing drawings, 
maintenance manuals and such 
other “software” form a large 
part of the content of a foreign 
collaboration agreement and 
involve considerable invest¬ 
ment in engineering and tech¬ 
nical man-hours. The skills 
and manpower to undertake 
these activities arc readily 
available in the country. What 
is more, given the present wage- 
rates for such manpower, un¬ 
dertaking these tasks within 
the country is also highly cost- 
effective in purely economic 
terms. Yet, it is not recognised 
that every time the nation 
permits a foreign collabo¬ 
ration agreement which in¬ 
cludes the import of “software” 
of the above kind, it is dest¬ 
roying employment potential 
for its engineers. Thus, a pre¬ 
requisite for increasing em¬ 
ployment opportunities, and 
for diffusing the capability to 
produce is a vigorous and 
steadfast commitment to the 
policy of technological self- 
reliance which eschews turn¬ 
key and near turn-key con¬ 
tracts with foreign suppliers 
of technology. 

A particularly important 
area for the productive use of 
technically trained personnel 
is in the maintenance of plant 
and equipment; indeed,of all 
capital stock. Where the eco¬ 
nomic value of capital assets 
is particularly high, it would 
appear that the task of pro¬ 
longing the life of those assets 
and keeping them at rated per¬ 
formance during their lifetime 
should receive high priority. 
But we find that a number of 
policy measures and manage¬ 


ment practices militate against 
this. Budgetary restrictions, 
for example, seem to fall often 
on the manpower needed to 
maintain a piece of equip¬ 
ment. Such manpower ought 
to be regarded as an essential 
financial component of the 
acquired capital asset. 

Personnel practices and sa¬ 
lary scales which prevail in 
installations vital to national 
development, such as power 
plants, water-supply systems, 
or agroservicc and repair 
centres are distinctly poorer 
than in R &D or manufactur¬ 
ing establishments. As a re¬ 
sult, many important installa¬ 
tions are unable to attract the 
skills required to run them. 
We will have to reorient the 
market for technical manpower 
in favour of technicians and 
skilled workers, if we arc to 
resolve the paradox of the pre¬ 
sent situation where poor out¬ 
put and productivity co-exist 
with unemployed scientific and 
technical power. 

Much greater use of techni¬ 
cally trained people can be 
made in the whole area of na¬ 
tural resources survey assess¬ 
ment and exploitation. Such 
use will call for the important 
decisions; one to have a 
large and sustained programme 
in this area and another to 
make deliberate choices in f®L 
vour of manpower, as opposed 
to machine-intensive technolo¬ 
gies. For instance, it is possible 
to analyse, geochemically, sam¬ 
ples of rock collected from a 
given area in the same time- 
span cither by using a large 
number of technicians and a 
simple set of chemical tests, 
or by using analytical instru¬ 
ments with high throughputs, 
such as atomic absorption 
spectrometers. The training 
and reflexes of many scientists 
may lead them to choose 
the latter; but the former 
may generate far grea¬ 
ter prod uctive employment, 
while being just as efficient. 
Adoption of such an approach 
may well call for the genera¬ 
tion of new technologies and 
equipment which do not exist 
in the industrialised countries. 
But if we are keen on produc¬ 
tive employment generation we 
must develop these techniques 
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through the commitment of 
the necessary R&D resources/ 

These few instances reveal 
some of the basic characteris¬ 
tics of programmes designed to 
employ productively scientific 
and technical personnel choice 
of technology, commitment 
to self-reliance, undertaking 
managerial and personnel- 
policy reform and training 
of persons who have al¬ 
ready been through the formal 
educational system in skills 
specific to particular pro¬ 
grammes. 

4. The foci of national commit¬ 
ment for the decade 

If the above strategy of app¬ 
lying science and technology 
to fulfil national goals is to 
be implemented, the nation 
must specifically commit it¬ 
self to the following four ma¬ 
jor foci of the Plan. 

4.1 The structure of the Plan 

The nation must commit it¬ 
self to holding fast to the so¬ 
cial policies and goals within 
which the science and tech¬ 
nology plan is structured, at 
least for the duration of the 
fifth Plan; to indicate its 
resolve that all scientific 
and technological programmes, 
particularly whose of impor¬ 
tance and those which have 
hitherto utilised the largest pro¬ 
portion of the nation’s scienti¬ 
fic resources; namely. Atomic 
Energy, Space and Defence Re¬ 
search, will be brought within 
the Plan and that an integra¬ 
ted view will be taken of the 
costs and benefits of various 
patterns of intersectoral re¬ 
source allocation. Above all, 
the national leadership must 
give concrete expression to the 
realisation that so much of 
the extent and pace at which 
Science & Technology contri¬ 
bute to national development 
depend on the policies evolved 
and the actions taken outside 
the scientific and technological 
system. 

4.3 Organisational and manage¬ 
rial reform 

It is most important to realise 
that the national science and 
technology plan can succeed, 


if, and only if, considerable 
managerial reform is brought 
about in our centres of scienti- 
fie and technological activity. 
The totality of administrative 
practices, organisational struc¬ 
tures and the commitment, 
motivation and effectiveness of 
the people working in these 
organizations requires reform. 

It is necessary to explicise 
our resolution to undertake 
fundamental, administrative 
and managerial reform. 

4.3 A Technology Policy 

The central thesis of this 
document has been that a 
strategy of technological self- 
reliance can only be success¬ 
fully pursued if the output 
from our technology generat¬ 
ing centres is effectively match¬ 
ed with the demand for them. 
The hard fact today is that the 
demand for industrial techno¬ 
logy in both the public and 
private sectors is heavily biased 
in favour of the use of foreign 
technology. There is an urgent 
need to restructure the national 
market for industrial techno¬ 
logy in favour of indigenous 
sources of supply. This re¬ 
structuring can be brought 

about by indigenous carefully 
orchestrating the panoply of 
policy instruments already 

available to government. It 
would appear that a pre-re¬ 
quisite for the co-ordinated 
use of these policy instruments 
would be enunciation of a 
Technology Policy. While 

such a statement would need 
to cover a number of policy 
areas, many of which have 
been dealt with in the previous 
sections, it must include the 
following elements: 

First , the commitment to 
use all the instruments of pub¬ 
lic policy, be they financial 
economic, legal, political or 
cultural, to promote national 
enterprises in which real cont¬ 
rol lies in Indian hands. 

Second , the commitment to 
orientate policy choices in 
favour of utilising domestic 
natural and human resources 
even if this involves distinct 
short-term technical, econo¬ 
mic or other types of costs. . 

To be really effective” the 


statement must cover such di¬ 
verse aspects as the provisions 
of the Industrial Policy Reso¬ 
lution and the Industrial De¬ 
velopment Regulations Act, 
the pricing of capital, the lend¬ 
ing policies of public financial 
institutions, the relative prices 
of indigenous and imported 
raw materials and inter¬ 
mediates, policies and practices 
pertaining to brand-names and 
patents, industrial standards 
and technical and commercial 
guarantees sought by customers 
of technology, particularly 
those in the public sector. 

4.4 Industrial R8 lD Cess 

So far, most industrial R&D 
has been done in government 
laboratories. While this effort 
must continue, it must be com¬ 
plemented by public, and pri¬ 
vate sector companies under¬ 
taking more R&D. However, 
despite tax and other incen¬ 
tives and exhortations, neither 
sector has shown itself, inclined 
to undertake R&D on the 
scale or with the purposiveness 
needed, with the result that we 
continue to be as dependent 
on foreign technology as 10 
years ago. Furthermore, now 
that a Science and Technology 
Plan is being formulated, the 
bulk of company-performed 
R &D must form a part of that 
Plan, in terms of priorities and 
projects. It is therefore pro¬ 
posed to levy an Industrial 
R&D Cess on all large scale 
companies in the public and 
private sectors. The finances 
so raised would be deposited 
with a central agency (perhaps 
the Department of Science and 
Technology) which would 
make disbursements primarily 
(though not solely) to com¬ 
panies whose R&D program¬ 
mes are approved by the NCST 
for inclusion as an integral 
part of the concerned sectoral 
science and technology plan. 
At the time these R &D pro¬ 
grammes are approved, govern¬ 
ment will ensure that they arc 
consistent with the industrial 
licensing policy particularly 
with regard to areas open for 
production by the Large 
Houses. 

4.5 Financing the Plan 

The over-view of any plan 


of act ion can be presented in a 
number of ways—-in terms of 
its programmes content, ini 1 , 
terms of the benefits which' 
can be expected to secure from 
it, or the money required tp* 
execute it. Attempts have been 
made in earlier sections of this 
document to give some indi¬ 
cations of the first two dimen¬ 
sions of the Science and Tech¬ 
nology Plan. If national needs 
are to be the controlling factor 
in resource allocation, rather 
than the absorptive capacity 
of the programmes of various 
scientific agencies and insti¬ 
tutions, there must be some 
assessment of the total expendi¬ 
ture envisaged in the Science 
and Technology Plan. We 
must, at the same time recog¬ 
nise that our needs are large. 

To meet these needs may call 
for investments in science and 
technology which are consi¬ 
derably in excess of extra¬ 
polation of what we have been 
allocating in the past. How¬ 
ever, scientific and technolo¬ 
gical programmes are highly 
inter-rclated and there are no 
unique criteria for determin¬ 
ing inter-sectoral priorities. 
Consequently, the exact mag¬ 
nitude of the outlay to be made 
can be decided only after the 
drafts of both the socio-eco¬ 
nomic and Science and Techno¬ 
logy Plans are ready. 

Meanwhile, it has been 
agreed that the NCST can 
proceed on the basis that na¬ 
tional investment on R &D 
during the fifth Plan would be 
such that a figure in the gene¬ 
ral neighbourhood of 1% of 
the GNP, is likely to be avail¬ 
able for R &D in the last year 
of the fifth Plan. This figure 
has not only been recommen¬ 
ded by the UN CASTASIA 
Conference of 1968 and by 
several domestic conferences, 
but has been broadly support¬ 
ed in principle by the Standing 
Group of Ministers on Science 
and Technology, in 1971. 
While this outlay would be 
spent largely on R&D pro¬ 
grammes, it would include 
some provision for scientific 
and technical services, such as, 
Natural Resources Surveys, 
Information and Documenta¬ 
tion Systems and Meteorologi¬ 
cal Services, 
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Prime Minister 


The govERNMENT’s economic planning in 
this country has always been wearing its 
B a social conscience on its sleeves. Therefore 

Of%/l P|on there is no need for the people to he car- 

B ■ ■ ried away by the lofty target of garibi 

hatao to which the ‘Approach’ to the fifth five-year Plan, ceremonially endorsed by the 
National Development Council at its meeting last week, has paid ritual homage. This, 
however, is not to accept at its face value the prime minister’s suggestion that a plan is 
only as good as its implementation. Superficially Mrs Gandhi’s dictum may seem 
unexceptionable* In reality, however, it k not as innocent as it seems. Implementation is 
no doubt a good part of any plan but of it. ^ ^e plan itself has 


to be right in the first place. If it is mess 
of its execution. 



it canrroi be 

i, 


be sRedjtf 

nil m 


the 


st^ge 


Mrs Gandhi cannot be unaware of this and this is why her bland assertion of a 
plan being only as good as its implementation promptly becomes suspect. An undue 
stress on the implementation aspect is after all a cunning way of herding together a suffi¬ 
cient number or scapegoats for future use. Should the plan runs into trouble, the 
bureaucracy could be blamed for letting down the planners through its corrupt func¬ 
tioning or because of its insufficient commitment to socialism. Political parties in the 
country may be held guilty of not co-operating with the planners cither because, when 
they are parties of the Right, they are reactionary, or because, should they be parties of 
the farther Left, they are adventurist. Then there are always those neo-colonial forces, 
which arc to be looked for usually in a westerly direction, at whom the charge may al¬ 
ways be levelled that they have developed a vested interest in disturbing the orderly 
march of our socialist economy. It is possible therefore that Mrs Gandhi is being charac¬ 
teristically prudent by losing no time in telling the people that, should the next plan 
disappoint their expectations, it would be only because this country (and also other 
countries) may not be doing its (their) duty by her or her colleagues in Yojana 
Bhavan. 


The minister for Planning meanwhile has called for a national debate on the ‘App¬ 
roach’. A national debate there will certainly have to be—and there could well be more 
of it than he may be bargaining for. This is not to imply that this particular planning 
exercise is even more controversial than such exercises usually are. On the contrary, 
there could be immediate and general welcome for the basic assumption of the ‘App¬ 
roach’ which is that there should be substantial investment in the development of the 
‘core’ sector of the economy as well as essential consumer goods industries so that 
economic growth could be organised in the stable terms of mass welfare and social 
stability. But just because the people could agree with the planners on this, it does not 
mean that the former would accept without strict scrutiny the relevance or effectiveness 
of the policies or programmes through which Yojana Bhavan hopes to build its Jeru¬ 
salem on this drought-hit, inflation-plagued land. 

For instance, the assumptions relating to the mobilisation of resources for deve¬ 
lopment oi the correlation between the physical targets and the corresponding financial 
allocations cannot be treated with any degree of seriousness unless the government is 
able to start showing here and now that it can cope with the issue of prices in a rational 
way. It may be said to the credit of Mr D.P. Dhar that he has not tried to evade this 
problem, but then what he said at the meeting of the National Development Council 
was certainly not helpful or reassuring. Mr Dhar argued that the price line could be 
held only through a substantial extension of the public distribution system for essential 
commodities. This surely is a wrong placing of emphasis. It is also a surprising 
lapse on the part of the Planning minister in the context of his claim that the plan pro¬ 
jected in the ‘Approach’ paper is production-oriented, especially in the area of essential 
consumer goods. Mr Dhar has only betrayed his own lack of faith in the production 
goals of the next plan by saying helplessly that increases in prices could be avoided only 
by the state setting up shops in nooks and crannies across the country. Mr Dhar may 
have newly come to Yojana Bhavan, but surely he is familiar enough with the recent 
economic history of our country to be able to realise that the conflict between perfor¬ 
mance-oriented investment or production programmes on the one hand, and politically- 
motivated bureaucratic regimentation of the economy on the other, has been a recurr¬ 
ing obstacle to the development process. Incidentally, if the minister is convinced that 
relative price stability could be assured to the next plan only by extensive commodity 
controls, he should at least explain to the prime minister the bearing of this attitude on 
the ‘implementation’ aspect. Once the administrative machinery is over-loaded with 
wheeling-dealing enconomic controls, there is surely not much point in expecting plans 
to be implemented competently in an investment-cum-production-oriented manner. 
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In this sense, it would be as true to say 
that the implementation of a plan could 
only be as good as the plan itself as to 
argue, as Mrs Gandhi has done, that a plan 
is only as good as its implementation. 

It is interesting to note that some of the 
more sensible points made at the meeting 
of the National Development Council 
could be credited to the beleaguered chief 
minister of Tamil Nadu. Mr Karunanidhi, 
harassed as he is by the ADMK on the 
one hand and a couple of itinerant central 
ministers on the other, appears to have 
managed to do some cogent thinking on 
the next phase of planning. He has poin¬ 
ted out that the taxation system has be¬ 
come so messy that it is becoming a large 
contributor to the various economic ills 
of the country, particularly rising prices. 
He has called for a scientific examination 
of the existing tax structure as a very de¬ 
sirable preliminary to the launching of a 
fifth five-year Plan. Even in advance of 
such an inquiry, however, it should be 
possible for the central government and 
perhaps the state governments to carry 
out some common sense readjustments in 
their fiscal policies. This surely is an 
area where the politicians in power could 
show keenness comparable to what they 
are lavishing on the current attempt at 
dragooning the food economy of the na¬ 
tion. 

Mr Karunanidhi was sensible otherwise 
also. He refused to go along 
with the fashionable slogan that larger 
business houses should be done away 
with. While he was prepared to concede 
that there might be some political necessity 
for the government regulating their func¬ 
tioning or growth, he at least seemed to be 
quite clear in his mind that the country 
had need of making full use of all the pro¬ 
ductive forces and instruments at its dis¬ 
posal. Rather encouragingly, he was not 
without allies even in the prime minister's 
camp. The chief minister of Maharash¬ 
tra, for instance, seemed pleased that the 
government was becoming more flexible, 
about enlisting foreign or private sector 
collaboration in, for instance, oil or ferti¬ 
lizer development. 

This takes us back again to the 
prime minister's argument about imple¬ 
mentation. If the implementation is 
to come up to expectations, it must not, 
as has been suggested here earlier, 
be compelled to carry an overload of 
counter-productive economic controls. 
Secondly, —- and this is the more overtly 
positive aspect of the foregoing proposi¬ 
tion — the ‘impementation’ process should 
not be denied access to all the perform¬ 
ance-oriented agencies and facilities 
available to the economy. Even in terms 
of slogan-mongcring, the ruling party 
ought to be able to provide itself with an 
order of priorities as among its slogans, 
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and at least the poor of this country have 
a right to demand that the slogan ‘abolish 
poyerty* should take precedence over the 
slogan, ‘out with the larger business 
houses*. Meanwhile the ruling party's 
plan for food controls seems to seek the 
abolition of all business from a large 
area of the economy—not merely big busi¬ 
ness from particular parts. 

Finally, having asked for a national 
discussion of the ‘Approach' the Planning 
minister should try to persuade the go¬ 
vernment of which he is a member that 
the proper atmosphere should be created 
in the country for this discussion to be a 
credible exercise. This means above all 
that the government should not make the 
launching date for the next plan an alibi 
for not doing anything in the meanwhile 
to establish the credentials of its commit¬ 


ment .to* production-cum-employmcnt- 
oriented development in the years ahead. 
There is still time for the ruling party to 
reconsider its position on the introduction 
of extensive state trading in foodgrains. 
The central budget, now only a few weeks 
away, will give an opportunity to the prime 
minister and her colleagues in government 
to initiate the unscrambling of the fiscal 
tangle, while even the day-to-day function¬ 
ing of the government must give rise to 
numerous occasions for the government 
to reform it& attitudes towards the role 
of the business community in the further 
industrialisation of the country. Above 
all, if the prime minister wants her govern¬ 
ment’s economic planning to be taken 
seriously by the people, her party should 
give up scavenging for excuses in the gar¬ 
bage pile of its misguided economic poli¬ 
cies. 


Fertilizers in the 
fifth Plan 

Detailed negotiations are expected to 
start soon between the union Ministry of 
Petroleum and Chemicals, on the one 
hand, and Engineers India Limited (EIL) 
and Toyo of Japan, on the other, on the 
combined offer of the latter to set 
up three inland and two coast-based 
fertilizer plants during the fifth Plan 
period. Each of the three inland units 
will have a capacity to produce 900 
tonnes of ammonia per day. The two 
coastal projects will be even bigger than 
inland plants—either of them is to be 
designed to produce 1,300 tonnes of am¬ 
monia daily. All the five units, costing 
approximately Rs 700 crores—Rs 530 
crorcs in Indian rupees and Rs 170 crores 
in foreign exchange—are proposed to be 
set up in 30/32 months from the grant of 
all clearances by the government, at an 
interval of six months from each other, 
so that their entire capacity is in full 
operation by the end of 1978-79. 

Whatever designing and fabrication of 
equipment can be done indigenously, 
will be done so. The rest of the require¬ 
ments will be met by imports. Contrary 
to the policy followed hitherto, a realistic 
assessment is to be made by the govern¬ 
ment of the timely availability of indigeno¬ 
us equipment, and adequate quantities of 
steel are to be ensured to indigenous 
equipment manufacturers, either from the 
domestic sources or through imports, so 
that they can fulfil the task assigned to 
them according to the stringent schedule. 
On the basis of this assessment, imports 
will be authorised. If the EIL-Toyo 
combine fails to complete the job in time, 
it will have to pay prescribed penalties. 
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The crucial issue that will have to be 
sorted out in the ensuing negotiations is 
the upsets that might be caused to 
construction work through labour strikes 
and such other factors. 

If the above five projects are tied up 
expeditiously, as is proposed, it should, 
indeed, augur well for the fifth Plan 
agricultural development programmes. 
Their combined capacity of nearly 1.4 
million tonnes N is expected to yield a 
production of 1.1 million tonnes N an¬ 
nually. Besides, the two coastal plants 
will produce diammonium phosphate; 
they would contribute nearly 0.45 million 
tonnes of P* O s per annum as well. 

The 1978-79 consumption estimates 
place the requirements of nitrogen around 

5.1 million tonnes and those ofP,0 6 at 
about 1.9 million tonnes. The present 
capacity for the manufacture of two 
fertilizers is 1.471 million tonnes and half 
a million tonnes, respectively. By the 
end of the fourth Plan, i.c. 1973-74, the 
nitrogen capacity is anticipated to go up 
to about 2.25 million tonnes and that for 
P,O s to approximately 0.55 million ton¬ 
nes. The total firmed up capacity for 
nitrogen manufacture aggregates to nearly 

4.2 million tonnes and that for P,O a to 
about 1.2 million tonnes. If the 1978-79 
requirements are to be fully met from 
indigenous sources and also some provi¬ 
sion is to be made for the first two years 
of the sixth Plan, the nitrogenous ferti¬ 
lizers capacity will have to be raised by 
1978-79 to seven million tonnes and that 
of P s O» to 2.5 million tonnes. Roughly 
it means that 12 new plants of 900 tonnes 
ammonia capacity per day each will have 
to be set up in the field of nitrogenous 
fertilizers and 13 plants, each of 100,000 
tonnes P 9 O s capacity, in the field of 
phosphatic fertilizers. 

The EIL-Toyo offer should enable 
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has been only of the order of Rs 119 per 
tonne. Unless the profitability of ferti¬ 
lizer manufacturers is improved, it will be 
difficult for them to mobilise resources— 
both internal and external. 

So that the addition to capacity could 
be contained within reasonable limits 
attention must be bestowed on the efficient 
utilization of the installed capacity. 
Various factors are responsible for the 
under-utilization of the existing capacity. 
The more important among these arc : 
(i) inadequacies of feedstocks for the 
Nangal and Rourkela projects; (ii) obso¬ 
lescence of the Sindri, Alwayc and 
Neyveli units; (iii) insufficient power 
supply as well as frequent interruptions in 
this supply and variations in voltage; and 
(iv) labour trouble. The inadequacies of 
feedstocks for the Nangal and Rourkela 
projects—electric power and coke oven 
gas, respectively—cannol be expected to 
be overcome unless good rains feed 
Govindsagar and the Rourkela steelworks 
is able to supply enough coke-oven gas. 
The obsolescence of the Sindri, Neyveli 
and Alwaye plants, similarly, can be re¬ 
medied only over a period of time through 
rationalisation and modernisation pro¬ 
grammes. But even if the power and 


attainment of slightly less than 50 per 
cent of the fifth Plan job on the 
nitrogen front and nearly 35 per cent 
of the task in respect of P,0 6 . If yen 
credit is available for financing the 
foreign exchange component of the EIL- 
Toyo offer, as is expected, the task of 
building up seven million tonnes nitrogen 
capacity and 2.5 million tonnes P,0 6 
capacity by 1978-79 should become much 
easier to accomplish. The total fertilizer 
manufacture programme of the fifth Plan 
is estimated to cost nearly Rs 1,645 
crores, out of which expenditure to the 
extent of about Rs 600 crores will have to 
be incurred in foreign exchange. 

It is encouraging to note that the EIL- 
Toyo offer is not confined to augmenting 
the capacity in the public sector alone. 
The Minister for Petroleum and Chemi¬ 
cals, Mr H. R. Gokhale, announced a few 
days ago that private and co-opeiative 
projects could also be considered for in¬ 
clusion in this scheme. Mr Gokhale also 
made two other significant announce¬ 
ments. The first was that import require¬ 
ments of the other fertilizer plants to be 
set up during the fifth Plan period would 
be realistically assessed, as in the case of 
the EIL-Toyo projects. Secondly, since 
all the new nitrogen plants were proposed 
to be based on furnace oil, all efforts 
would be made to equate their profitabili¬ 
ty with the naphtha-based projects which, 
because of low cost of production, have 
been the most favoured till lately. One 
step—-the scaling down of duty on furnace 
oil if used as feedstock for the manufac¬ 
ture of fertilizers—he said, had already 
been taken. A committee had been ap¬ 
pointed to go into the problem further. 
Its report would be available soon. The 
basing of any fresh fertilizer capacity on 
coal, he added, would be decided upon 
in the light of the experience of the three 
such plants which have been sanctioned 
so far. During the fifth Plan period, no 
addition to coal-based capacity is 
envisaged. 

The above decisions should help in¬ 
culcate interest amongst prospective 
investors in fertilizer manufacture— 
whether they belong to the public, private 
or co-operative sector. They should 
assist in the securing of foreign collabora¬ 
tion, if needed. To make investment in 
fertilizer production more attractive, the 
government, however, ought to bestow 
some thought on the fertilizer pricing 
policy. The profitability of the fertilizer 
industry has gone down in the recent past 
due to mounting costs and the imposition 
of J5pcr cent excise duty. The latter 
alone has eroded the profitability of urea 
manufacturers to as much as R$ 108 per 
tonne. The total additional burden borne 
by these producers is Rs 231.50 per tonne. 
The net increase allowed in urea prices 


Freight and 
frustration 

Mr Sanjoy Sen's presidential address at 
the annual general meeting of the Eastern 
India Shippers' Association, held in 
Calcutta earlier this month revealed how 
severely India's export trade was being 
affected as a result of excessive freight 
and, to some extent, non-availability of 
shipping space. Mr Sen pointed out 
that Indian experience with Liner freight 
rates on the overseas trade had been 
“frustrating". Since I960 not only the 
had freight rates been increased sharply 
but, in addition, a number of surcharges 
had been imposed “often on flimsy 
grounds". Moreover, the increases on 
Indian trade routes had been “out of 
proportion" to other trade routes. Mr 
Sen asserted that the monopolistic nature 
of the shipping conferences vis-a-vis 
India's poor organising capacity was res¬ 
ponsible for much of the increases in the 
ocean freight rates on Indian trade 
routes. 

Mr Sen suggested that Indian ship¬ 
ping industry should be provided with 
fresh and adequate incentives to imple¬ 
ment its schemes of expansion. Mean¬ 
while, he said that the shipping 
conferences should be called upon to 
observe the Code of Conduct laid down 


labour problems are concerledly dealt 
with, the capacity utilization in most of 
the plants can be improved to as much as 
90 per cent, from about 80 per cent cur¬ 
rently. 

Incidentally, a temporary closure of 
the Nangal factory, in ihe interest of pro¬ 
viding power to the agriculturists for the 
rabi crop, ought not be loosely talked of. 
It can have a very demoralising effect on 
the plant management. But the more 
important issue involved is whether the 
plant can be recommissioned after closure. 
Opinions differ on this. According to an 
eminent technical expert of the Fertilizer 
Corportion of India, the recommissioning 
of the plant after closure will be an “im¬ 
possible" task. This opinion isunderstood 
to have been conveyed to the union govern¬ 
ment. In the circumstances, it is essential 
that the decision of the closure of the 
Nangal factory should be taken after fully 
satisfying that the unit would be restarted 
without much difficulty and expense. The 
Nangal factory not only produces ferti¬ 
lizers but also heavy water, which is of 
crucial importance for the nuclear power 
plants. The country should not be made 
to lose on the swings what is sought to 
be gained on the roundabouts. 


by the United Nations. He declared 
that “only a binding, enforcible legal 
instrument can rectify the present grossly 
inequitable system in world shipping." 

Mr Raj Bahadur, the union Minister 
for Transport and Shipping, who inau¬ 
gurated the annual session of the Asso¬ 
ciation, said that the government of 
India had sent a “strong delegation" t<> 
attend the meeting, now being held in 
Geneva, of the Preparatory Group which 
is working out the details of the Code of 
Conduct for Shipping Conferences. The 
Minister expressed his confidence that 
the Code, when finalised, would help in 
removing the anomalies and abuses that 
prevailed in the fixation of freight rates. 
Mr Raj Bahadur said, “We have no 
doubt that this Code will promote the ex¬ 
pansion of world trade in general and the 
growth and diversification of trade of the 
developing countries in particular. A new 
structure of world shipping will take place 
in which the merchant marines of deve¬ 
loping countries will play an increasing 
and substantial role. It will also protect 
the interests of shippers in the develop¬ 
ing countries by spelling out the rights 
and responsibilities of the parties in 
maritime transportation. The shipping 
lines of the country whose trade is served 
would have a right to membership in the 
Conference and would enjoy an equitablo 
share in the trade generated by the deve¬ 
loping country". 

But is not the Minister being too op- 
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timistic about the outcome of the Code 
of Conduct? Will the conferences and 
shipping lines wholeheartedly abide by 
the principles of the Code? The past 
experience of the East India vShippers 
Association in conducting negotiations 
with the conferences seems to show that 
it will not be easy to implement the Code 
or expect big results from it. The re¬ 
solution passed at the UNCTAD III in 
Santiago recently had urged the liner 
conferences “to provide reasons which, 
in their opinion, justify the proposed 
general increase in freight rates along 
with an aggregated analysis of the data 
regarding their costs and revenues pre¬ 
pared hy independent accountants as a 
basis.for discussion.” But Mr Sanjoy 
Sen complained that “hitherto we have 
not been favoured with sufficient data 
even to allow us to judge the proposals 
for rate increase on their merits. Dis¬ 
cussions have degenerated into rituals. 
More often than not, the concessions 
that are granted make a mockery of the 
submissions made by the shippers”. 

Nevertheless, India should, of course, 
fully support the proposed Code of Con¬ 
duct and, in cooperation with the other 
developing countries, should try its best 
to get it implemented successfully. 
Meanwhile as Mr Raj Bahadur suggested, 
the Shippers Association should be 
strengthened by enrolling more members 
so that adequate resources could be raised 
for maintaining full-time staff and or¬ 
ganising research. 

The other points mentioned by the 
President of the East India Shippers As¬ 
sociation related to the inadequate and 
erratic coverage to the minor Gulf ports, 
Colombo and certain European ports; 
lack of adequate shipping space for 
carriage of cast iron products to Hong 
Kong and Singapore; and the need for 
revising the procedure for fixing promo¬ 
tional freight rates, and improvement in 
the turn-round of ships in the Calcutta 
port, Mr Raj Bahadur did not go into 
the details of these problems. But he 
did not agree with the proposal to delete 
the inducement clause to generate growth 
of the W r cst Asian market. He said that 
this clause was necessary to ensure eco¬ 
nomic viability of ship operation and that 
this difficulty could be overcome by the 
shippers coordinating their efforts and 
lannin g their export programme. 

Mr Sen said that the non-availability 
of sufficient shipping space was the single 
most important deterrent which was 
standing in the way of timely shipments 
of cast iron exports to Hong Kong and 
Singapore, thereby resulting in the loss of 
valuable foreign exchange. He remarked 
that the shippers were greatly disappoint¬ 
ed that the member lines of the Bay of 


Bengal/Japan/Bay of Bengal Conference 
had failed to take, positive steps to meet 
the situation arising from the shortage of 
space. The minister replied that this 
matter had been brought to his notice 
earlier and that adequate shipping space 
had been arranged to meet the require¬ 
ments of shippers. However, the arrange¬ 
ment does not seem to work well because 
the Shipping Corporation of India which 
has provided space for the transport of 
cast iron products is demanding from 
shippers—to quote Mr Sen—‘‘all sorts of 
clauses including one which reads that the 
carrier line will not be responsible for 
breakage or loss of cargo”. 

The minister also advised shippers to 
encourage our own shipping lines. “Not 
infrequently”, he said ‘‘our shippers do 
not avail themselves of our own shipping 
space and that they do not give adequate 
preference to our Shipping Lines”. He 
pointed out that it was only with such 
cooperation that India could hope to 
attain its rightful place in the group of 
developing nations, expand its shipping, 
and help increase share of the develop¬ 
ing nations in the maritime world. 

Both the minister and the President 
of the East India Shippers' Association 
seemed to agree about the useful work 
that was being done by the Freight In¬ 
vestigation Bureau. Mr Raj Bahadur 
said that the Bureau was in continuous 
touch with the shippers and shipowners 
and was trying to sort out problems of 


shipping space, sailings and freight rates. 
It had also succeeded in obtaining re¬ 
ductions in freight in many cases. Mr 
Sen acknowledged that the Bureau was 
doing “excellent job'* not only in deter¬ 
mining the methodology of consultational 
and negotiation for resolving freight rate 
problems but also as an institutional 
machinery for securing a fair deal to our 
exporters. Mr Sen however expressed 
unhappiness about the procedure relating 
to the fixation of promotional freight 
rates for non-tradilional goods. The 
Freight Investigation Bureau should look 
into this problem and try its best to 
secure reasonable rates in order to give 
a fillip to the export of our non-tradi- 
tional goods. 

Indian shipping at present carries only 
about 20 per cent of our overseas trade. 
We depend on foreign shipping to carry 
the balance which is estimated to result in 
an outflow of foreign exchange of about 
Rs 180 crorcs. It is necessary therefore 
that our shipping industry should 
be developed as quickly and vigorously 
as possible so that we shall be able to 
carry at least 50 per cent of the total 
of the overseas trade in our own vessels. 
The proposal of the government of India 
to withdraw the development rebate has 
been understandably causing concern to 
the highly capital intensive shipping in¬ 
dustry. The development rebate is 
estimated to have enabled the shipping 
industry to mobilise about Rs I40crores 
in the fourth five-year Plan for its ex- 
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pansion. The government should there¬ 
fore provide effective incentives to 
the shipping industry to carry out 
its development schemes. It is only by 

Food for 

thought 

In his key-note address (published else¬ 
where in this issue) delivered at Ihe semi¬ 
nar on “Centre-State Relations in India’\ 
Dr V. K. R. V. Rao, Director, Institute 
for Social and Economic Change, Banga¬ 
lore, has argued that the major problem 
for review is finance as the centre enjoys 
a dominant position in this regard. The 
fiscal inadequacy of the state governments 
and their dependence on the centre for 
meeting their financial requirements has 
tended to strain the relations between the 
centre and the states. Citing figures for 
the 20 years ending in 1970-71, he has 
shown that the transfer of more than 
two-thirds of the total financial resources 
devolving from the centre on the stales 
i*, of a non-statutory character and entire¬ 
ly at the discretion of the central govern¬ 
ment. This has led to the establishment 
of a donor-recipient relationship which 
is resented by the states. 

The analysis of financial allocations 
between the centre and the states made 
by Dr Rao follows almost the same lines 
as indicated in the chapter on financial 
relations in the ‘‘Report of the Centre- 
State Relations Enquiry Committee” by 
Dr P. V. Rajamannar assisted by Dr 
A. L. Mudaliar and Mr P. Chandra 
Reddy which was submitted to the Tamil 
Nadu government in May, 1971. The 
facts set out by Dr Rao and also in the 
Rajanianna: Committee Report are un¬ 
exceptional; it cannot be denied that the 
states arc highly dependent on the centre 
for finance. 

Currently the sixth Finance Commis¬ 
sion is deliberating on the distribution of 
income tax and excise duties between the 
centre and the states and the grants to 
be paid to the states from 1974-75 to 
1978-79, under the chairmanship of Mr 
K. Bfahmananda Reddi, former chief 
minister of Andhra Pradesh. The dis¬ 
cussions of the commission with Mr 
Karunanidhi, chief minister of Tamil 
Nadu on January 10 at Madras indicated 
that Mr Karunanidhi wanted the com¬ 
mission to recommend a structure of 
revenue-sharing which would prevent 
states from being reduced to act as mere 
channels for central grants. He was of 
the view that only through the emer¬ 
gence of financially viable states which 
had capacity to take initiative in various 


rapidly and substantially increasing our 
tonnage capacity that it will be possible 
for our country to play an important part 
in world trade. 


fields of development, that the country 
could move forward. 

Dr Rao, Mr Karunanidhi and the 
Rajamannar report have all put forward 
suggestions whereby the dependence of 
the states on the centre in financial 
matters may be reduced. Their recom¬ 
mendations are of two kinds; first, those 
which will need either amendments in 
the constitution or the establishment of 
new bodies by the centre and second, 
those which relate either to the composi¬ 
tion of the Finance Commission or study 
of proposals by it. 

Mr Karunanidhi's suggestion that the 
collections of corporation lax should be 
included in the divisible pool and that 
the share of the states should be fixed at 
50 per cent will need an amendment of 
the constitution. The Rajamannar com¬ 
mittee has taken the view that the corpo¬ 
ration tax is a tax on income and, there¬ 
fore, it needs to be treated on the same 
footing as income lax. The fifth Finance 
Commission had recommended that 75 
per cent of the net proceeds of income 
tax should be assigned to the states. It 
follows that the Rajamannar committee 
would like the share of the states in 
corporation tax to be fixed at 75 per 
cent—the same as in the case of income 
tax. However, the sixth Finance Com¬ 
mission cannot go into the question of 
distribution of corporation tax between 
the centre and the states because it is not 
included in its terms of reference. 

It is necessary to stale here that, as a 
result of a change in the Income-tax Act 
by the Finance Act of 1959, the income 
tax paid by companies was classified as 
corporation tax and was thus excluded 


from the pool of income lax. Neverthe¬ 
less* from the third Finance Commission 
onwards, the states have been regularly 
treating themselves to an academic 
airing of their demands before successive 
commissions that they should be allowed 
to share in the receipts of the corporation 
tax. In recent years, the collections of 
corporation tax have increased faster 
than that of income tax and the states’ 
keenness to get it clubbed with income tax 
has also grown. The Rajamannar Com¬ 
mittee has gone so far as to state that 
“in pith and substance, corporation tax 
is a tax on income”. The debate on this 
subject is unending. For obvious reasons 
the centre is not willing to share revenue 
from corporation tax with the states. 
This is why it did not accept the recom¬ 
mendation of the study team of the 
Administrative Reforms Commission in 
regard to the setting up of an expert body 
to examine this question. The centre has 
taken shelter behind the provisions in the 
Constitution ignoring the fact that it is 
the reclassification of income; tax in 1959 
which reduced the si/e of the divisible 
pool. Simply because the share of the 
states in income tax has been raised from 
60 per cent to 75 per cent by various 
Finance Commissions over the past 20 
years does not satisfy the states because 
of the inelastic character of this source 
of revenue. 

Regarding excise duties Dr Rao has 
put forward the proposal that the consti¬ 
tution should be amended so that the 
central excise duties arc compulsorily dis¬ 
tributed with 50 per cent of the receipts 
going to the states. The fifth Finance 
Commission had recommended the dis¬ 
tribution of only 20 per cent of the net 
proceeds of excise duties. The highest 
percentage distribution of excise duties 
was allowed by the first commission at 
40 but it was restricted to three commo¬ 
dities only, namely, matches, tobacco and 
vegetable products. The successive com- 
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missions reduced the percentage distribu¬ 
tion but increased the coverage of com¬ 
modities. Mr Karunanidhi also has 
requested the sixth Finance Commission 
to increase the divisible pool by raising 
the share of the states in excise duties 
from 20 per cent to 50 per cent. Neither 
Dr Rao nor Mr Karunanidhi has made 
out a case why, even if there should be 
an increase in the share of the states, it 
should be from 20 to 50 per cent and 
not any lower percentage. It seems that 
this proposal has been put forward by 
Mr Karunanidhi as a bargaining counter. 

In this connection, Mr Karunanidhi 
referred to the problem facing all the 
stales, * namely, the pay and dearness 
allowance revision of their employees. 
The states, like the centre, have had to 
face periodical demands for an increase 
in pay and dearness allowance as a result 
of rising prices. The centre has more 
elastic resources and has been able to 
concede such requests from its employees. 
The states when faced with such requests 
have had no such manoeuvrability. Mr 
Karunandhi also referred to the disparity 
between the salary levels of the state 
government servants and those of the 
centre which y was likely to grow as a 
result of the central pay commission’s 
recommendation. He put forward the 
proposal that the Finance Commission 
should recommend a pay equalisation 
grant to all states to meet the gap bet¬ 
ween the emoluments of equivalent cate¬ 
gories in the states and the centre; “equal 
pay for equal work should be our goal". 

Dr Rao has suggested that the Finance 
Commission should be put on a firm 
footing and should not be a play-thing 
of the central government. This could 
be avoided, he has proposed, by not 
having a central government official as a 
member or by balancing his appointment 
with the appointment of a state govern¬ 
ment official as another member. Dr 
Rao would also like the Finance Com¬ 
mission not to be burdened with exten¬ 
sions in its terms of reference which 
should be changed only with the con¬ 
sent of the National Development Coun¬ 
cil or the Inter-state and Union Council, 
a new body which he wants to be set up 
for resolving centre-Statc differences. 
Dr Rao*s distrust of the centre or the 
finance commissions appointed by it, is 
perhaps fairly widely shared, but the con¬ 
version of the Finance Commissions into 
‘neutral* bodies is clearly not the mecha¬ 
nical process which Dr Rao apparently 
assumes it to be. If parity is given to 
the representatives of the centre, and the 
stales, it is likely to lead to indecision 
and deadlock. The fate of the recent 
Bonus Commission where the labour 
representatives were completely balanced 
by others, has clearly demonstrated that 


‘neutral* or ‘balanced* bodies are hardly 
productive of collective wisdom. 

Regarding grants by the centre to the 
states under article 275 Dr Rao has 
suggested that these transfers should con¬ 
tinue to be made by finance commissions. 
The formula adopted by the Fifth Com¬ 
mission has not been found satisfactory 
by him as the state income estimates on 
which it is based have wide margins of 
error and cannot be applied to an exer¬ 
cise of this kind. Mr Karunanidhi has 
also contested the thesis of declaring a 
state as backward on the basis of per 
capita income. States above an average 
norm arc now declared unqualified to 
receive any share in at least a part of the 
central aid. This is arbitrary as the 
estimates are subject to the vagaries of 
statistics, according to Mr Karunanidhi. 
lie has therefore suggested that “instead 
of treating the average as a cut off level 
there should be a graduated distribution 
covering all states both above and below 
the norm*’. This particular subject in Dr 
Rao’s view needs further study by an 
expert body. 

Regarding loans from the centre to the 
states. Dr Rao has clearly demonstrated 
the large extent to which the states have 
come to draw on the centre for meeting 
their capital requirements. In order to 
reduce this dependence of the states on 
the centre, he has suggested that a 
National Loans Organisation (NLO) 
should be set up and made responsible for 
the floating of all loans in the country 
whether on the guarantee of the centre 
or the state governments. The NLO 
should be asked to distribute the pro¬ 
ceeds of these loans between the centre 


In its second session recently held at Baguio, 
the Economic Commission for Asia and the Far 
East resolved to recommend to the F.A O that 
a food programme for the countries of Asia and 
the Far Fast for the years 1948 and 1949 be for¬ 
mulated as early as practicable. This work, it 
is understood, will be done by a working party of 
experts, who. aftei having a first hand know¬ 
ledge of conditions in the deficit areas, will 
suggest methods to expand their food supply. 

The recommendations of these experts will be 
implemented through the median ism of a 
Regional Committee on Food and Agriculture 
of F.A O. which will work in close collaboration 
with the ECAFE. These are welcome proposals, 
for the food problem in this region is so grave 


and the states in accordance with the 
criteria to be formulated after study by 
an expert body and agreement in advance 
of all the governments concerned, states 
Dr Rao. 


A case for the establishment of such an 
agency has not been made out in a con¬ 
vincing manner by Dr Rao. He has not 
shown in what manner the Reserve Bank 
of India has failed to assist the states in 
this regard. Both the centre and the 
states raise loans from the market after 
consultation with the Reserve Bank of 
India and through its public debt office. 
Is Dr Rao implying that the Reserve 
Bank of India is no longer an indepen¬ 
dent authority in such matters and is 
too much under the thumb of the central 
Ministry of Finance? 

The setting up of a NLO as envisaged 
by Dr Rao will in fact need considerable 
ingenuity as it will be essential to define 
its relationship not only with the centre 
(i.e. the Ministry of Finance) and the 
states but also with other organisations 
such as the Planning Commission or the 
Reserve Bank of India. Again, a NLO, 
as proposed by Dr Rao, is to be serviced 
by a competent body of expert personnel 
and their recruitment and terms and 
conditions of service would be free from 
political, regional and other pressures. 
This in itself is a tall order. Who or 
which is the agency that is to be entrust¬ 
ed with the task of selecting persons 
guaranteed to be free from political, 
regional or other inlluences? It seems 
that the proposal for the establishment of 
a NLO is an exercise in loud thinking at 
present, providing food for thought. 


that it calls for concerted international action. 
The problem is not only one of raising nutritio¬ 
nal standards which in most of these countries 
arc one of the lowest in the world, but also of 
obtaining sufficient food supplies to save from 
starvation large masses of the growing popu¬ 
lation in this area. Non-availability of food- 
grains in this part of the world, apart from 
crop failures and famines in some local areas, 
is a recent phenomenon. Before the war, pro¬ 
duction in this region was much more than was 
necessary to meet its own requirements. In 
fact it was exporting huge quantities of food¬ 
stuffs, particularly rice, to other parts of the 
world. During 1935-39, the average of its food 
exports was in the neighbourhood of 4,500 
thousand short tons per annum. 
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HHH1S0FM 1EW 

That frightening -- 

vacuum 


At Bidhannagar the prime minister 
admitted that poverty could not be abo¬ 
lished overnight, at any rate through 
slogans. This would mean, 1 suppose, 
that she recognises that much more 
wealth will have to be created if poverty 
is to be any less than what it is now; 
also that she concedes that there has 
perhaps been too much slogan-mongering 
and that the nation could do with some 
down-to-carth action hereafter. 

It does not help, of course, to deni¬ 
grate this country's record of develop¬ 
ment so far, but it would certainly be 
useful to assess where or how things 
could have been done better. If the 
economic and the consequential social 
progress achieved by this country over 
the last twenty years were to be viewed 
against comparable performances else¬ 
where in the world over a like period, 
the result may not be unduly 
depressing, but it is equally true that, 
over the last ten years or so, the expan¬ 
sion of the economy has decelerated 
avoidably. The country's experience in 
this respect could have been much more 
depressing but for the fact that there 
has been some kind of a breakthrough 
on the farm front. The green revolution 
has been a considerable success though 
not in any sense a complete one. 

industry hit 

It follows that the slackening of 
growth in industry has been much more 
serious than what may be implied in the 
aggregate performance of the economy. 
Where this has hurt the country most is 
in the perspective planning or program¬ 
ming of development of the infrastruc¬ 
ture. The acute shortage of electricity 
for industry, from which the cduntry is 
suffering now, is only the most striking 
expression of this hold-up in infrastruc¬ 
ture development. There have been other 
failures, notably in transport. 

Because of the recession which industry 
or trade had been experiencing in the 
sixties, capital investment in transport 
had been soft-pedalled. In the case of 
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This article is reproduced court¬ 
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the railways for instance, a shortsighted 
view was taken of wagon capacity. 
Budgetary allocations were surrendered 
and the wagon-manufacturing industry 
forced into the doldrums. Equally 
seriously, a casual view was taken of the 
demands likely to be made on road 
transport in the future. The result is 
that the country has little margin left in 
its transport capacity for accommodating 
even fractional increases in demand. 

disruption of traffic 

This was amply brought out at the 
time of the refugee influx or the war 
operations in 1971. The movement of 
relief or military supplies by rail prompt¬ 
ly meant the disruption of other traffic, 
particularly the movement of coal for 
thermal power stations or industrial 
consumers. More recently, a minor 
recovery of industrial or trade activity 
in the country has meant marginal users 
of rail transfort going uncalered for. 
For instance, while the cement industry 
may be heaving a sigh of relief because 
wagons are more readily available now 
to it, housewives in the urban areas are 
plagued with the non-availability of soft 
coke for cooking food. It should be 
noted too that the relative improvement 
in wagon supply for industry is also due 
in part to the fact that the reduction in 
the kharif harvest has released some 
wagon or other rail capacity to move¬ 
ments other than those of foodgrains. 
By the same token, should the rabi crop 
show significant gains, the overall avail¬ 
ability of rail transport may conceivably 
deteriorate once more. 

- There has been continuous talk of 
employment-oriented planning. We have 
been treated to parcels of make-work 
programmes with impressive price-tags 
of budget allocations tied to them, but it 
is not sufficiently appreciated that the 


capacity of the economy to employ 
people productively can be improved 
only if the infrastructure of power, 
transport and irrigation is steadily 
strengthened. It is true too that, along 
with electricity, transport, and irrigation 
canals, it is key materials such as steel, 
cement, non-ferrous metals and fertilizers 
which contribute to the employment 
potential of the economy. There is thus 
a compelling significance in the fact that 
if the country has become Uware of its 
unemployment problem, it has done so 
in the context of our economy which has 
been consistently performing poorly for 
some years now in the areas of infra¬ 
structural development or basic materials 
production. 

The partial collapse of industry, due 
to non-availability of sufficient power in 
several parts of the country has prompt¬ 
ed the government to set up a special 
committee under the minister for Plan¬ 
ning to study possibilities of augmenting 
power supply in the short term. Similar¬ 
ly, the drought in Maharashtra has 
brought about the institution of another 
committee, also under the minister for 
Planning, to study long-term irrigation or 
water supply plans for the country. 

marginal relief 

The committee studying power position 
is reported to have concluded that all that 
could be done immediately would be only 
to relieve marginally the difficulties of 
industries in obtaining electricity. This 
does not diminish but on the contrary it 
only emphasises all the more the need of 
what can be done immediately being done 
quickly enough. Nevertheless, weeks 
have passed without the government 
passing final orders on an obviously valid 
suggestion (which is being attributed to 
this committee) that state electricity 
boards or industrial consumers should 
be permitted io import diesel generating 
sets. 

At least from October-Novcmber of 
last year onwards industries, particularly 
in Haryana, p unjab and UP, have found 
themrelves placed precariously in relation 
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to the availability of power. Against 
this background, if the government had 
been able to announce at least at the 
outset of the new year that diesel generat¬ 
ing sets could be imported with the mini¬ 
mum of formalities, it would have gone a 
long way towards reassuring public 
opinion that the country’s economic 
needs and problems did have a certain 
priority in the government’s scheme of 
things. Unfortunately, having appointed 
the “power” committee, New Delhi 
seems to have returned to its groove of 
routine file pushing or other forms of 
conventional non-action. 

fractional improvement 

The Dhar committee is reportedly 
moving towards a finding that emergency 
action of a scattered or ad hoc kind could 
bring about only a fractional improve¬ 
ment in a situation which has long 
suffered from neglect or mismanagement. 
The electricity problem, it may be readily 
agreed, calls for a whole new set of 
policy attitudes, as Mr P. M. Agerwala, 
managing director of the Tata electricity 
companies, had argued recently. This 
would be true also of the larger issue of 
economic progress itself. In this sense 
the significance of individual cures of 
specific remedies could be exaggerated. 
For instance, the thought is widely held 
in the business community or outside 
that, if only industrial licensing is libera¬ 
lised, entrepreneurial activity would 
boom. 

While it is true that there is no 
valid case, as Mr R. Venkataraman has 
been repeatedly pointing out, for forcing 
into the straitjacket of licensing policy 
or procedures schemes which do not 
involve the expenditure of foreign 
exchange, it is by no means obvious that 
industrial expansion will be automati¬ 
cally achieved once most of prospective 
industrial activity is liberated from licens¬ 
ing requirements. The stock exchanges, 
for instance, have been driven out of the 
business of nursing a capital market on 
top of a steady elaboration of direct 
taxation along directions which have been 
eating into capital formation in the corpo¬ 
rate sector, or voluntary savings in the 
community. Consequently, new business 
activity has come to be helplessly depen¬ 
dent on government financial institutions. 
Unless, therefore, simultaneously with the 
relaxation of licensing, steps arc also 
taken to rehabilitate the capital market, 
government would continue to exercise 
its stranglehold on new business activity, 
this time predominantly through the 


investment or lending policies of the 
financial institutions managed or con¬ 
trolled by it. 

It follows that what would promote the 
country’s economic future is not a few 
scattered gestures but a transformation 
in attitudes and atmosphere. What would 
count really is the return of those condi¬ 
tions in the functioning of the govern¬ 
ment which, not so long ago, did enable 
the business community, when the need 
arose, to discuss across the table its needs 
or difficulties with effective representa¬ 
tives of the government or the adminis¬ 
tration who could take decisions with the 
minimum of red tape or other file 
pushing. What makes so many of us 
despair of the industrial future of this 
country is not so much this sin of com¬ 
mission or that sin of omission on the 
part of the government, but a frightening 
sense of vacuum in relations between 
industry and government. It is not only 


that the government does not trust the 
business community; it seems unable also 
to trust its own officers to take or even 
process decisions, or its administrative 
machinery in implementing them. The 
result is that there arc very few contacts 
now between those in industry or busi¬ 
ness who would want to expand produc¬ 
tion or start industries and those in 
government who have the responsibility 
of saying ‘yes’ or ‘no’. It is surely no 
credit to the government’s philosophy or 
apparatus of planning that there should 
be this breakdown in its relations with 
the entrepreneur class. The government, 
from the prime minister downwards, is 
stated to be concerned about the slow' 
functioning of the administration. Surely, 
it or she could not have expected any¬ 
thing better given the fact that the busi¬ 
ness community finds that it is no longer 
in a position to identify or communicate 
with any decision-making authorities or 
processes in the government. 
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Ban on forward trading -— 


The union Finance Minister, Mr Y. B. 
Chavan, stated recently before the Parlia¬ 
mentary Consultation Committee that the 
Anjaria Committee had recommended in 
1971 that the ban on forward trading in 
shares be removed, but the government 
had then decided to continue it. He, 
however, told the Committee that the 
matter will be reviwed by the government. 
Before this, the matter had been raised 
in the Rajya Sabha by a member, Mr 
Babubhai Chinai, who expressed the view 
that the ban had served to hamper the 
growth of the capital market. 

The ban was imposed by the central 
government in June, 1969, by a Notifica¬ 
tion under sub-scction l of Section 16 of 
the Securities Contracts Regulation Act, 
the reason for the ban given was that the 
central government was of the opinion that 
"it is necessary to prevent undesirable 
speculation in securities.” The position 
has greatly changed since then, with larg¬ 
er and larger holdings in shares of com¬ 
panies by financial institutions like the 
Unit Trust, LIC and the Industrial Finance 
Corporation, the scope for individual 
operators to rig up prices to unreasonable 
heights or bring down prices unreasonably 
is much less. Apart from this, some sort 
of forward trading has been regularised 
and has h en going on in the form of 
*‘ten day settlements’' and it is in the 
interests of energising the investment 
market that forward trading, subject to 
suitable restrictions to prevent excessive 
speculation, should be allowed in the 
normal way in which stock exchanges 
have functioned in this country? and 
abroad. 

validity recognised 

The Securities Control Regula¬ 
tion Act recognises the validity and 
necessity of forward transactions. It 
lays down provisions for periodical settle¬ 
ment of differences in respect of cleared 
securities through clearing house, regula¬ 
tion of budlas or carry-over facilities, 
terms and conditions of contracts, etc., 


Forward transactions give liquidity to 
securities and thus give incentives to in¬ 
vest in securities. This serves a social 
purpose which investment in articles like 
gold and silver does not. Further, liqui¬ 
dity of securities, which is promoted by 
forward trading, enhances the attractive¬ 
ness of shares as investments and thus 
promotes the industrial and economic 
development of the country. Forward 
transactions also help to even out fluctua¬ 
tions in the prices of shares and enable the 
investor to realise his investment at short 
notice, if needed. On the other hand, 
if there arc no professional operators like 
jobbers in a stock exchange and a sale 
can be made only to a person who happens 
to want as investment the same quantity 
of particular shares, it would not be so 
easy to locate such purchasers, and an 
attempt by the investor to sell the shares 
may bring down the price much below 
the real worth. Stock exchanges cannot 
be maintained for such transactions only. 
In this connection it may be pointed out 
that preference shares and debentures 
which were not included in forward trad¬ 
ing lists, had low marketability and also 
comparatively lower prices for the same 
yield than ordinary shares. 

undue concern 

Pure investment transactions can provide 
business to a few brokers. If purchases 
and sales by way of forward transactions 
occasionally result in unduly raising or 
depressing prices beyond the real worth 
of the shares, and thus have an element 
of gamble, the state which derives reve¬ 
nue from transactions on the race course, 
like totalisators, jack-pots, treble pools, 
and lotteries should not look askance on 
forward transactions on the stock ex¬ 
change which, as pointed out above, serve 
a social as well us a commercial purpose. 
It is true that there have been occasions 
when certain undesirable practices have 
been followed by speculators in forward 
transactions such as rigging the market or 
cornering shares, but, as observed above, 


the field for this is now less on account 
of the entry of financial institutions in a 
big way in the share market for purchase 
of shares. Besides, stock exchange have 
regulations which aim at preventing such 
practices by providing for marginal re¬ 
quirements, special margin deposits, and 
supervision of transactions by the stock 
exchange authority, withdrawal of dealings 
in specified shares when necessary, etc. 
The central government has also ample 
powers under the Act to prevent un¬ 
healthy speculation in stock exchanges. 
It has power to approve rules and by-laws 
made by stock exchanges, can direct 
them to make or amend rules in respect 
of specified matters, etc. The central 
government has also powers under Sec¬ 
tion 8 of the Act to prevent unhealthy 
speculation in particular securities includ¬ 
ing the power to direct the removal of such 
securities from the forward list. 

reasonable regulation 

For the reasons given above it is neces¬ 
sary that the central government should 
take early steps to permit the resumption 
of forward trading in securities, subject 
to reasonable regulations which the 
government can impose. The stock ex¬ 
changes would no doubt be willing to 
co-operatc in such measures as may be 
necessary to prevent excessive speculation. 
In fact, after the ban, the stock exchanges 
had made certain proposals to allow 
resumption of forward trading under cer¬ 
tain safeguards, viz., arrangements to 
strengthen the margin system by requir¬ 
ing special margin deposits when there is 
sustained steep rise or fall in the prices 
of any specified cleared securities, suspend¬ 
ing forward trading in particular securities 
if the shares are being cornered, or where 
the outstanding purchases or sales of a 
single interest or group exceed a limit of 
JO per cent of the total purchases or sales 
carried over from one clearing to another, 
suitable action for squaring up and liqui¬ 
dating outstanding transactions in such 
cases, etc. 
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Centre-state relations 

r* v ■ > v'- in india 


ClSNTRE-STATfi RM-A HONS in 
India are dominated by the 
historical background of the 
relations that subsisted bet¬ 
ween the Centre and the pro¬ 
vinces in British India, the 
family resemblance that more 
than exists between the Go¬ 
vernment of India Act of 1935 
and the Indian Constitution 
despite their differing origin, 
and the political rule of one 
party over the Centre and the 
bulk of the States which in the 
extent of its influence on Cen¬ 
tre-State relations is some¬ 
what analogous to that exer¬ 
cised by the centralising role 
of British rule in this country. 

dominant partner 

During the 25 years or inde¬ 
pendence, this dominant part- 
nercharacteristic of the Centre 
has been somewhat eroded by 
the growth of individuality 
and grass-roots strength on 
the part of the State after their 
reorganisation on a linguistic 
basis and the brief spell of non- 
Congress rule in a large num¬ 
ber of States during the period 
1967-1970. These twenty- 
five years have also seen th? 
strengthening of Central power 
by the setting up of the Plan¬ 
ning Commission and the ex¬ 
periment of planned develop¬ 
ment which has increased the 
financial dependence of the 
States on the Centre and led 
to a competition among them 
for bigger Plans and larger 
Plan grants. The closing years 
of this period have seen a 
further strengthening of the 
Centre by the resumed and 
more active sway of one 
party rule over the Centre 
and the bulk of the 
States, and the successful out- 

This is the keynote address deli- 
vercJ recently at a seminar on Cen¬ 
tre-State Relation in India. 


come of the armed conflicts 
with Pakistan and the emer¬ 
gence of Bangladesh that 
followed this conflict. At the 
same time there has also 
emerged a keener conscious¬ 
ness of regional backwardness 
and disparities in economic 
and social development and 
an increasing demand for Cen¬ 
tral action for redressing these 
inequalities. In fact, regional 
backwardness and differentia- 
tation is now emerging as a 
factor in new demands for 
statehoods and causing in¬ 
creasing embarrassment for the 
Central Government. Alto¬ 
gether, the background to the 
existing picture of Centre-State 
relations is somewhat confus¬ 
ing, while the Centre has cer¬ 
tainly retained and in fact 
strenthened its position as the 
dominant partner in the eco¬ 
nomic and fiscal spheres, there 
is increasing difficulty in the 
exercise of this position as the 
States are functioning more as 
pressure groups than as active 
partners in the process of 
building up the social and 
economic development of the 
country on the basis of econo¬ 
mic growth and social justice. 

centre's dominance 

The very fact of the domi¬ 
nance of the Centre makes it 
an easy alibi for the absence 
of positive and efficient action 
on the part of the States; and 
ultimately the efficiency of 
administration and the imple¬ 
mentation of program mss of 
social and economic develop¬ 
ment at the grass roots level 
rests on the State Govern¬ 
ments rather than on the Cen¬ 
tral Government. The Centre 
may direct, cajole, offer finan¬ 
cial incentives, and even thre¬ 
aten, but it is in no position 
effectively to sec its desires 


implemented over the length 
and breadth of the country 
except in a broad and general 
kind of way, and certainly not 
in detail nor in the social and 
economic matters of vital and 
daily concern to the masses of 
the people. 

states 9 allegiance 

National policies com 
mand assent and allegiance 
on the part of States Govern¬ 
ments, but when it comes to 
the question of implementa¬ 
tion, they tend to become 
seekers for Central financial 
aid and pressure groups for 
that purpose, rather than 
active agents for bringing 
about the social and economic 
transformation on lines in 
tune with national policies 
and the new political cons¬ 
ciousness released in the coun¬ 
try. It almost appears as if the 
ruling party functions in one 
way at the national level and 
in another at the State level. 
The party, which should nor¬ 
mally function as an active 
force for implementation at the 
grass roots fails to do so be¬ 
cause of the nature of its orga¬ 
nisation and its lack of a com¬ 
mitted cadre of party workers. 

The party is efficient in win¬ 
ning electoral battles but not 
in eliciting positive mass 
co-operation in the daily task 
of development or in auditing, 
controlling or assisting its 
governments in implementa¬ 
tion. Nor have the legislatures, 
whether at the Centre or in 
the States, and in spite of the 
opposition members which 
they include, really succeeded 
in exercising positive and 
constructive control over the 
implementation aspects of go¬ 
vernment, though they have 
been fairly successful as venti¬ 
lators of public grievances and 


aspirations or as pressure 
groups for sectional and 
regional interests in the eco¬ 
nomic and social sphere. Alto¬ 
gether, against this political 
background, made more tense 
because of rising expectations 
and failing fulfilment, the 
question of Centre-State rela¬ 
tions has assumed a new func¬ 
tional importance as an ins¬ 
trument for social and econo¬ 
mic development and the ful¬ 
filment of national aspirations 
that cut across State bounda¬ 
ries. 

major problems 

There is no doubt that in 
the fields resting exclusively 
in the Central sphere such as 
defence, foreign affairs and ex¬ 
ternal economic relations 
there is no strain in Centre- 
State relations. It is only 
when we come to the spheres 
which are placed by the Con¬ 
stitution either exclusively in 
the States list or in the con¬ 
current list that major pro¬ 
blems arise in Centre-State 
relations. The grievance of 
the States has been that the 
Centre has been increasingly 
encroaching on the sphere 
exclusively allotted to them 
under the Constitution in list 
2 of the Seventh Schedule and 
tending to play a dominant 
role in the spheres allotted 
to them for concurrent juris¬ 
diction under list 3 of the 
same Schedule ; and this they 
trace in the last analysis to the 
dominant power of the Centre 
in the financial sphere and the 
lack of sufficient fiscal resou¬ 
rces on the part of the States 
for the fulfilment of their 
constitutional functions. The 
major problem for review in 
Centre-States relations thus 
turns of the financial sphere 
of these relations ; and it is 
to this aspect that I propose 
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MBITS OF VIEW 


to devote my attention during 
this address. 

Financial provisions of the 
Constitution are to be found 
in the Union list items 81 to 
93 and State list items 45 to 
63 which indicate the taxes 
which can be levied by the 
respective governments and 
in Articles 268 to 282 which 
relate to distribution of taxes 
levied and/or collected by 
the Union Government, grants 
in aid to the States by the 
Union Government, and func¬ 
tions of the Finance Commis¬ 
sion, while Articles 292 and 
293 deal with the borrowing 
power of the Union and State 
Governments. The Consti¬ 
tution thus gives specific re¬ 
cognition to the fact that the 
power of the Centre to levy 
taxes or raise loans is much 
larger in fiscal terms than that 
of the States and therefore 
provides for distribution to 
the States of the whole or 
part of many of the taxes 
that can be levied only by 
the Central Government and 
of Central loans to the States. 

shared taxes 

Leaving aside the tax¬ 
es referred to in Articles 
268 and 269 which wholly 
accrue to the States, it is 
Articles 270 and 272 which are 
important as they refer to the 
two major Central taxes 
which arc cither compul¬ 
sorily shared with the States 
as in the case of income-tax 
or permissively shared with 
the States as in the case of 


relating to the Finance 
Commission, provides for 
grants by the Union (or the 
States) for any public pur¬ 
pose. It is under this Article 
that the States receive their 
Plan grants, while Article 293, 
clause (2) authorises the 
giving of loans by the Cen¬ 
tral Government to the State 
Governments which presuma¬ 
bly covers the large Plan 
loans which have been made 
to the State Governments 
during the last 20 years. 

The State Governments thus 
receive their shares of income- 
tax and excise duties as well as 
grants in aid for non-PJan pur¬ 
poses on the recommendation 
of the Finance Commission, 
and grants and loans on the 
recommendation of the Plan¬ 
ning Commission. The extent 
of states’ dependence on the 
centre since the inception of 
the Planning Commission is 
given in Table I. 

The percentage share of 
receipts by transfer to total 
revenue receipts over the whole 
period of twenty years 1951- 
52 to 1970-71 comes to 35.5 
per cent. Taking the four 
quinquennia separately, the 
percentage rises from 24.5 
in the first, to 33.5 per 
cent in the second, then to 
37.1 per cent in the third, and 
remains unaltered at 37.1 
during the fourth. 

Receipts by transfer are, as 
shown above partly statu¬ 


tory, based on the recommen¬ 
dations of the Finance Commi¬ 
ssion, and partly non-statu¬ 
tory, on the basis largely of the 
recommendations of the Plan¬ 
ning Commission. Receipts by 
statutory transfers amounted 
to Rs 6309 crores over the 
twenty year period as against 
Rs 3303 crores on a non-statu- 
tory basis, the latter account¬ 
ing for 34.5 per cent of the 
total receipts by transfer. If 
we take the quinquennia sepa¬ 
rately, the percentage of non- 
statutory transfers to the total 
rose from 19.7 per cent in the 
first quinquennium to 35.0 per 
cent in the second, then to 
38.9 per cent in the third, and 
dropped to 33.9 percent in the 
last quinquennium. 

If we take into account the 
fact that three out of the five 
years of the last quinquennium 

Tabu 

Capital Reciepts 


Years States’ gross 

receipts 

1951-56 351 

1956-61 808 

1961-66 1598 

1966-71 3053 

Grand Total for 5810 
20 years 


constituted a plan holiday, it is 
clear that there has been a 
rising trend both in the per¬ 
centage of receipts by transfer 
to total revenue receipts and 
of non-statutory transferj to 
total receipts by transfer. 

Turning to the subject of 
capital receipts, Table II 
gives a picture of the extent 
of States’ dependence on the 
Centre since the inception of 
the Planning Commission. 

The percentage share of 
capital receipts contributed by 
the Centre to the total capital 
receipts of the States during 
the twenty year period 1951-52 
to 1970-71 comes to 63.4. 
Taking the four quinquennia 
separately, the percentage is 
68.7 for the first quin¬ 
quennium, 65.7 per cent for 
the second, 65.9 per cent for 

H 

by the States 

(in crores of Rs) 

Loans from Total Capital 
Centre to States Receipts 

770 1221 

1549 2357 

3092 4690 

4665 7718 

10076 15886 


excise duties. Article 275 Tabu* I 

refers to the grants in aid to ^ A ^ 

“such States as Parliament States Dependence on Centre Since 1951 


may determine to be in need 
of assistance and different 
amounts may be fixed for 


States’ 

Statutory 

transfers 


Non-Sta- 

(in crores of rupees) 

Total Total 

different states.” Article 280 

Years 

own mobi¬ 




tutory 

transfer to 

Revenue 

provides for the periodic 
setting up of Finance Commis- 
ssions to advise the President 


lisation 

Share in 
taxes 

Grants 

Total 

transfer 

Revenue 

Receipts 

on the share of two Central 

1951-56 

1748 

353 

103 

456 

112 

568 

2316 

taxes that should be made 

1956-61 

2798 

710 

207 

917 

493 

1410 

4208 

available to the States and its 

1961-66 

4241 

1196 

330 

1526 

973 

2499 

6740 

distribution among them, as 
also the principles which 

1966-71 

8754 

2657 

753 

3410 

1752 

5162 

13916 

should govern the grants in 
aid to the States. Articles 
282,. which follows the clause 

Grand total 
for 20 years 

17541 

4916 

1393 

6309 

3330 

9639 

27180 
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the third, and 64 per cent for 
the fourth. Even making an 
allowance for the inclusion of 
the plan holiday in the last 
quinquennium the figures show 
that the share of Central loans 
in the total capital receipts of 
States does not have a rising 
trend as in the case of revenue 
transfers, but has a much 
larger magnitude, averaging 
about 66 per cent of the total 
as against 36 per cent in the 
case of revenue transfers. 

The significant feature there¬ 
fore of Centre-States financial 
relations is that of fiscal inade¬ 
quacy on the part of state 
governments to meet on their 
own their obligations to the 
people under the Constitution, 
and the large extent to which 
they have become dependent 
on the Centre for meeting their 
financial requirements for both 
revenue and capital require¬ 
ments. Such a situation docs 
not make for a healthy stale 
of Centre-Stale relations in 
terms of self-reliance and the 
responsibility and efficiency 
that goes with it on the part of 
State Governments. 

lording it over 

Because of its being 
the originating source for such 
large financial transfers to the 
States, the Central* State 
machinery, both at the minis¬ 
terial level and much more 
at the bureaucratic level tends 
to assume an air of patronage, 
of superior wisdom, and an 
irritating inclination to inter¬ 
fere with the working of State 
administrations; and State 
bureaucracies find themselves 
under not only the pressure of 
their own governments but 
also of that of the Central 
bureaucracy. And the trek 
that takes place to New Delhi 
of both State Ministers and 
State officials tends to surpass 
the pilgrimage of pious Hindus 
to their holy places both in 
numbers and frequency. There 
is an old saying that he who 
pays the piper calls the tune; 
and dependence always creates 
irritation, while it also reduces 
responsibility and self-reliance 


on the part of the dependent. 
This has been well proven by 
the history of foreign aid; and 
1 am afraid the position is not 
very different, in fact a little 
worse, in the case of federa¬ 
tions where the units become 
financially so largely depen¬ 
dent on the Centre. 

incorrect position 

It may be said that the States 
are entitled to these transfers 
from the Centre and therefore 
there does not exist that rela¬ 
tionship of donor-recipient in 
the case of Centre-States rela¬ 
tions in India. This is not a 
correct statement of the posi¬ 
tion as can be seen from the 
large element that non-slat u- 
tory transfers from the Centre 
to the States occupy in the 
total of the States’ additions 
to their capital and revenue 
receipts. Thus, during the 20 
yearsending with 1970-71, the 
States received Rs 9639 crores 
as revenue receipts which ac¬ 
counted for 35.5 per cent of 
their total revenue receipts 
and Rs 10076 crores as loans 
from the Centre which ac¬ 
counted for 63.4 per cent of 
their capital receipts during 
the period. Taking revenue 
and capital receipts together, 
the States received a total of 
Rs 19715 crores as transfers 
from the Centre, which ac¬ 
counted for 45.8 per cent of 
the total of their revenue and 
capital receipts of Rs 43056 
crores during this period. Of 
this amount, statutory trans¬ 
fers, which presumably do not 
imply any special influence or 
favour on the part of the Cen¬ 
tre nor any special obligation 
to the Centre on the part of 
the States accounted for only 
Rs 6309 crores or 32.0 per 
cent of the total financial re¬ 
sources going to the States 
from the Centre during this 
period. More than two-thirds 
therefore of the transfer of 
financial resources from the 
Centre to the Slates is of a 
non-statutory character and 
given at the discretion of the 
Central Government and con¬ 
sequently leading inevitably to 
the establishment of a donor- 


recipient relationship in Centre- 
States relations in India. 

Even the statutory transfer, 
which is made on the recom¬ 
mendation of the Finance 
Commission, does not carry 
with it that unambiguous cha¬ 
racter of non influence by the 
Central Government that is 
necessary to make it a pure 
matter of non-obligatory right 
on the part of the Slate Go¬ 
vernments. The Finance Com¬ 
mission is appointed by the 
Central Government. Its 
Member-Secretary is always a 
senior Finance Officer of the 
Central Government. Its terms 
of reference are determined by 
the Central Government. And 
all its recommendations are 
not accepted by the Central 
Government. 

extent of influence 

The extent of Central 
influence vis-a-vis the 
functioning of the Finance 
Commission and the imple¬ 
mentation of its recommenda¬ 
tions can be seen from the 
history of successive Finance 
Commissions. Though accord¬ 
ing to informed opinion, “The 
constitution does not make 
any distinction between plan 
and non-plan expenditure and 
it is not unconstitutional for 
the Finance Commission to go 
into the whole question of the 
total revenue expenditure of 
the States”. (Report of the 
IVth Finance Commission - 
para 16) and “The legal posi¬ 
tion is that there is nothing in 
the Constitution to prevent the 
Finance Commission to take 
into consideration both Capital 
and Revenue requi rements of 
the States in formulating a 
scheme of devolution and in 
recommending grants under 
Article 275 of the Constitu¬ 
tion” (Minute by Dr. P.V. 
Rajamannar to the Report of 
the IVth Finance Commission, 
para 9), the terms of reference 
of the Finance Commissions 
specifically exclude reference 
to plan expenditure (other 
than committed expenditure 
under previous Plans) and to 
capital expenditure. They also 


include specific guidelines by 
the Central Government which 
the Finance Commission is 
asked to take into account 
when formulating their recom¬ 
mendations for grants in aid 
under Articles 275, and they 
do not include any reference 
to ‘‘the scope for economy 
consistent with efficiency which 
may be effected in administra¬ 
tive expenditure” so far as the 
Central Government is con¬ 
cerned, though such a specific 
reference is made regarding 
the State Governments in the 
terms of reference of the Fina¬ 
nce Commission. The Central 
Government have also turned 
down the recommendations of 
the Finance Commissions 
which pertained either to loans 
or plan expenditure or special 
grants for specific fields of 
development such as primary 
education or roads. Under the 
circumstances, it is not pos¬ 
sible to accept the position 
that the Finance Commission 
is as independent of the Cent¬ 
ral Government as it is of the 
State Governments in their 
composition or terms of re¬ 
ference or implementation of 
its recommendations. To this 
extent, even the statutory tra¬ 
nsfers from the Centre do not 
have the same character of 
non-obligatory and non-Cen- 
tre-influcnced right as they are 
popularly supposed to be. 

curbing dominance 

In order to ensure that the 
Centre-State relations in India 
are placed on a healthy foot¬ 
ing, it is necessary to reduce 
the present dominance of 
the Centre in the fiscal 
field and enable the States 
to have, within the overall 
limitations of the national 
economy and its resource 
availability, sufficient finan¬ 
cial resources to discharge 
efficiently their functions of 
administration and social and 
economic development in their 
respective areas. This can¬ 
not be accomplished by a 
clear-cut division of tax re¬ 
sources for obvious reasons ; 
nor perhaps would it be prac¬ 
ticable to have a statutory 
division of the loans raised by 
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the Central Government. Over 
And above the transfer that 
can be effected by a larger 
devolution of* tax resources, 
there will have to be grants in 
aid of State revenues related 
to their differing positions 
regarding resources and requi¬ 
rements. As regards loans, 
one way of bettering the 
States' position is to increase 
their power to borrow from 
the open market in India. The 
other and more effective way 
would be to set up a National 
Loans Organisation which 
would be responsible for the 
floating of all loans in the 
country, whether on the 
guarantee of the Central or 
the State Governments ; and 
distribute the proceeds bet¬ 
ween the Central Government 
and the States in accordance 
with criteria to be formulated 
after expert examination and 
agreed to in advance by all 
the governments concerned. 

appropriate arrangements 

It will also be necessary to 
see that appropriate amortisa¬ 
tion arrangements are made for 
the loans floated by JVL0, and 
it would be best if all the 
amortisation payments arc 
made to the account of this 
organisation. Above all, it 
would be necessary to see that 
NLO functions under the 
control of a defined Union- 
States Council and not under 
the exclusive control of the 
Central Government. It would 
also be nevessary to see that 
NLO is serviced by a com¬ 
petent body of expert per¬ 
sonnel and that their recruit¬ 
ment, terms and conditions 
of service are such as to free 
them from political, regional, 
and other uneconomic pres¬ 
sures. It would also be per¬ 
haps desirable for this body 
to confine its loan operations 
to productive programmes or 
economically viable projects, 
while also having a bargain 
basement for loan operations 
that relate to necessary but 
economically not productive 
projects and to projects of long 
gestation periods. Such a body 
can also be supported by the 
consortium of nationalised 


banks. The idea that I have put 
forward of a National Loans 
Organisation needs to be 
worked out with great care 
and in full detail; and for 
this it would be necessary 
to have an expert body to in¬ 
quire into the subject and 
report its findings before 
taking any action on the sug¬ 
gestion. What the NLO is ex¬ 
pected to secure is to see that 
a rational and economically 
sound policy is followed re¬ 
garding loan finance either by 
the Centre or by the Stales, 
that capital expenditure on 
projects which are necessary 
bui are unlikely to yield 
any financial returns are 
treated separately. that 
interest and repayment 
obligations are appropriately 
linked with periods of gestation 
of the projects concerned, and 
that the States acquire a 
greater feeling of responsibility 
and effective utilisation for 
their loan programmes. It will 
also be its responsibility to see 
that a proper interest policy is 
followed keeping in view the 
nature of the project, the ex¬ 
tent of its profitability and the 
period of gestation before full 
production or operation is 
reached. 

restoring health 

Means will also have to 
be found for associating the 
National Planning authority in 
an appropriate way with the 
operation of this organisation. 
By taking away central loans 
as a means of transfer of re¬ 
sources to the States'and bring¬ 
ing the Centre also within the 
ambit of loan discipline, NLO 
will restore health to Centre- 
State relations in India and 
also make for a more rational 
and productive utilisation of 
loan finance for economic deve¬ 
lopment. 

The second suggestion I 
would make for improving 
Centre-State relations is to 
extend the scope of transfer by 
devolution of taxes by amend¬ 
ing the Constitution to bring 
in central excise duties within 
the ambit of compulsive 
distribution and fixing the 


POMIS OF VIEW 


share of the States at 50 per 
cent. The Finance Commis¬ 
sion, which is already charged 
with the task of determin¬ 
ing the share of individual 
States in the divisible procc:s 
of income tax and excise 
duties, should be put on a 
firmer statutoiy footing than 
it has occupied so far. Hither 
the Commission should not 
have a Central Government 
official as its member or if 
it has to have one from the 
point of view of facilitating the 
Commission's work it should 
also have one state government 
official as member. This would 
restore balance to the Com¬ 
mission and give it the status 
of an entirely neutral body in 
its delicate task of fiscal 
redistribution. 

terms of reference 

The Commission's terms 
of reference should be 
spelt out in detail in the 
Constitution itself by amend¬ 
ing it appropriately, and the 
Central Government should be 
deprived of the power it pre¬ 
sently exercises of adding at 
will to the terms of reference 
of the Commission over and 
above what is contained in the 
Constitution. If the Central 
Government wants to refer ‘any 
other matter' of fiscal impor¬ 
tance to an expert body, it can 
make use of other bodies for the 
purpose instead of burdening 
the Finance Commission. The 
appointment of the Finance 
Commission should continue 
to rest with the Central Go¬ 
vernment, but it should be 
preceded by informal consula¬ 
tes with the National Deve¬ 
lopment Council or with the 
Inter-State and Union Council 
to which reference has been 
made earlier. 

The third suggestion I would 
make would be to coniine the 
operation of grants in aid 
under Article 275 strictly for 
the purpose of redressing inter¬ 
state inequalities in standards 
of general administration and 
of social services. Ln a coun¬ 
try where there are such dis¬ 
parities between the States in 
the matter of administration, 
social services, and of re¬ 


sources, it is not possible to 
escape federal grans lor imple¬ 
menting minimum agreed 
standards over the country as 
a whole. Here again, to pre¬ 
vent the development of a 
donor-recipient mentality of 
the concerned States and also 
to promote self-reliance and 
effective utilisation of their 
resources, it is necessary that 
these transfers or grants in aid 
should continue to be made by 
the Finance Commission. 
Whether they should get guid¬ 
ance from the National Deve¬ 
lopment Council in regard to 
the principles of grant in aid 
as the Planning Commission 
did -and which formula has 
now been referred to the Sixth 
Finance Commission as one of 
the factors they should have in 
consideration in determining 
their recommendation for 
grants in aid—is a moot 
question, on which there can 
be differences of opinion. In 
my view, the formula is not 
satisfactory in the way in which 
it mixes up different criteria or 
the way in which it gives a 
rigid place to differentiation on 
the basis of State income esti¬ 
mates which are admittedly 
unreliable and contain enough 
margins of error to be unsuit¬ 
able for being applied on such 
a rigid and one rupee differ¬ 
ence in per capita State in¬ 
comes. 

assisting states 

Moreover the NDC for¬ 
mula is not meant only for 
assisting the States which are 
backward in respect of general 
administration and social 
services, but is meant for distri¬ 
buting a given total among all 
States. Under the circumstan¬ 
ces, my personal view is that 
the principles of distribution 
of amounts transferable to the 
States concerned for redressing 
inequalities in standards of 
general administration and 
social services and securing a 
national minimum standard 
should be the subject of investi¬ 
gation and inquiry by an 
expert body and then placep 
before the Inler-State-Union 
Council for discussion and 
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adoption by consensus, after 
which it can be embodied in 
the terms of reference of the 
Finance Commission. 

Finally, 1 would suggest that 
action should be taken ex¬ 
peditiously under Article 263 
of the Constitution for estab¬ 
lishing an Inter-State-Union 
Council for discussion, dialo¬ 
gue and coordination in 
Ccnrtal-Stale fiscal policies 
and Centre-State fiscal rela¬ 


tions. This body or one sub¬ 
ordinate to it could guide and 
advise the National Loans 
Organisation the creation of 
which has been suggested by me 
earlier. I have no doubt that 
such a Council, where the State 
and the Centre sit together as 
partners not only for ironing 
out difference among its mem¬ 
bers but also for purposes of 
joint consultation, cooperation, 
understanding and coordina¬ 
tion in fiscal matters will go a 


Jong way in putting Centre- 
States relations on a healthy, 
viable, and dynamic basis in 
this country, 

I may add in conclusion that 
I have confined myself only to 
one aspect of Centre-States 
relations, namely, finance, and 
not dealt with other aspects 
which are no doubt also impor¬ 
tant for the healthy working 
of a Union of States such as 
India is described to be in the 


Constitution. Nor have I dealt 
with the interesting subject,, 
even in the fiscal sphere, of 
inter-State distribution of re¬ 
sources transferred to the 
Stales as a whole from Central 
receipts. I had to restrict myself 
in this manner, partly for want 
of time but even more because 
I wanted to concentrate atten¬ 
tion on what 1 think is the 
most important and least 
healthy aspect of Centre-State 
relations in this country today. 


SAVE A LOT OF MONEY 
AND A WHOLE LOAD 
OF TROUBLE... 


get Standard 

ELECTRIC VEHICLES 
WORKING FOR YOU 


Mew available e* 

O.G.S.4 D. Rate Contract - 
‘Standard’ electric truck. 


Why put up with the noise, the fumes, and all 
the nagging maintenance worries of petrol or diesel 
powered vehicles when you could be using 
STANDARD ELECTRIC VEHICLES? 

Electric vehicles cost only 1/3 as much 
to run as other powered vehicles. They don’t make 
a noise, fume or vibrate; their solid and simple 
design makes for easy maintenance and unrestricted 
manoeuvrability; and this means they last longer— 
you can reckon on 50% longer life expectancy. 

And If your vehicle Is in Bombay, you get a 
BONUS advantage with STANDARD—we'll servlet 



your vehicles free for one year. But wherever you Bum 
our factory trained and experienced personnel 
will service your vehicles and batteries at 
the same time, to save you the bother of two 
separate operations, a So wake up from the 
vehicle nightmare with STANDARD'S range of 
electric vehicles. They are made to cater for any 
load up to 3 tons and there is a whole range of 
trucks and tractors to choose from. 

Per further technical and engineering Information^ 
write to: The Commercial Manager, 

The Standard Batteries Limited, 

Vahele, Santa Crus, Bombay SS AS* 
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PLANNING IN ASIA-1 


Burma’s first exposure B “" ,h 


Even as the poor plight of the Burmese 
economy is being increasingly noticed in 
the world's press, the army administration 
with distinct socialist leanings has started 
paying increased attention to economic 
planning. A recent move was the formu¬ 
lation of a plan complex consisting of 
three parts: a long-term plan for twenty 
years, a four-year Plan (from 1971-72 to 
1974-75) and a series of annual plans 
which are to be worked out from time to 
time. 

The perspective plan for twenty years 
deals broadly with the economic pattern 
and priorities of long and short term 
plans. It lays down the basic economic, 
social and political principles for the 
building of a socialist system, and deiines 
the role of the state, the co-operative and 
the private sector. 

Some of the objectives of this plan 
include the stepping up of production in 

WIDOW ON 
IHEWDMD 


vital for the economy also get priority and 
arc included in this plan. An important 
programme of the plan is that all worn- 
out or damaged capital goods are to be 
replaced, renovated or reconditioned. 
This plan may also be called, therefore, 
a plan for the rehabilitation of the eco¬ 
nomy. 

The targets to be achieved by 1974-75 
include the raising of the net national 
product by 19 per cent and of per capita 
product by eight per cent. In the primary 
sector the targets of production in terms 
of percentage rise during the period of 
four years have been laid down as follows: 
agriculture, 16 per cent; livestock and 
livestock products, 40 per cent; fishery 
products, 10 per cent; teak, 11 per cent: 
other forest products, 10 per cent. 

In the industrial sector, the overall 
production is expected to rise by 20 per 
cent during the four years. To achieve 


the agricultural, livestock, fishery and 
forestry sectors so as to improve r their 
contribution to exports. 1 ; The demand for 
, additional consumer goods is to be met by 
raising production in the small-scale 
sector. The plan proposes to maximise 
the output of minerals and to start heavy 
industries capable of using these materials. 
The problem of unemployment is to be 
solved by training workers in manufactur¬ 
ing skills so that they may be absorbed 
in the heavy industries to be developed 
in the country. Several other new pro¬ 
jects are to provide employment to workers 
as well as surplus labour in the agricultural 
sector. 

The four-year plan, 1971-72—1974-75, 
is for implementing with special stress pro¬ 
jects which can be completed within the 
plan period. The projects which are 


this additional output, various mills and 
plants are to be reconditioned and re¬ 
organised;'also, the factories under cons¬ 
truction are to be completed early. These 
include a cigarette factory at Pakokku, 
a tarpaulin factory in Thamaing, a waste- 
cotton mill in Thingangyun, a textile mill 
in Sagaing and another in Palaik, exten¬ 
sion of the ceramic factory in Moulmein, 
a cement factory in Kyangin, fertilizer 
plants in Sale and Kyunchaung and a 
footwear factory in lndaing. 

^Industrial production, by and large, is 
to be in the public sector and the organi¬ 
sations responsible for the implementation 
of the programme are: the Paper Factory 
and Chemical Industries Board, the Indus¬ 
trial Development Corporation, the Peo¬ 
ple's Pearl and Fishery Board, the State 
Timber Board, the Agricultural Resources 


Development Corporation, the Myanma 
Oil Corporation, the Heavy Industries 
Corporation and the Trade Corporation. 

The development of hydroelectric power 
is to be another focal point of the plan 
and the generating capacity is to be doubl¬ 
ed before the end of the plan, from the pre¬ 
sent level of 152,120 kw to 320,000 kw 
The expansion will consist of a 10,000 
kw diesel generator at Insein-Yawama, 
40,000 kw gas generators at Kyunchang 
and Mayanaung, and three additional 
generators of 28,000 kw plant on the 
Chindwin, at Htamanthi, costing 1,400 
million kyats, which will not only provide 
power but also make Chindwin navigable 
all the year round at a level of six feet 
in summer.*^ It will also facilitate irriga¬ 
tion in upper Burma. 

targets missed 

The plan has already done a year and 
it seems that it has not achieved the 
success that was expected. In fact the 
Report to the People, released recently by 
the Ministry of Planning and Finance, 
has stated that the targets of the first year 
of the first four-year plan were not realis¬ 
ed mainly because the plan was imposed 
from above without the people being 
consulted at the level of execution. 
Secondly, the administrative structure was. 
at variance with the structure of the plan. 
Another reason given for the limited suc¬ 
cess of the plan is that the implementa¬ 
tion committees were unable to co-ordinate 
the efforts of individual agencies. The 
report has suggested that elimination of 
these flaws combined with greater efforts 
during the next three years, will enable 
overall targets of the plan to be met. 

Meanwhile a gain that needs to be 
mentioned is that the country has started 
opening up to the outside world as a result 
of the assistance it expects in the imple¬ 
mentation of the plan. Japan is providing 
machinery and equipment for various 
industrial projects and Soviet Union tech¬ 
nical assistance for mining projects, while 
a US firm is helping the state-owned 
Myanma Oil Corporation in oil explora¬ 
tion and, China is helping in building 
bridges. The World Bank agencies arc 
also likely to show interest. A clear 
indication of the emergence from isolation 
is provided by the increase in the number 
of tourists visiting Burma from just 3,000 
in 1969 to nearly 17,000 in 1972. 
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itc reached out to help him 



At 20, Muthyaloo Rao joined the army full of zeal and patriotic 
fervour. A decade later he lost a leg in a tragic accident* The career 
ha had looked forward to with so much hope, was brought to an 
end. Then ?TC reached out to help. To give Muthyaloo Rao another 
chance at life, renewed hope for the future. 

We gave him a fully equipped Jai Jawan Stall, outside the Osmanis 
Medical College, Hyderabad. Today, with a variety of wares in his 
stall ‘Businessman* Rao faces the future with a confident smile. And 
everyone who buys from him says his owr little "thank you" te 
the brave man who served his country so welt. 

It all began over five years ago when our first Jai Jawan Stall was 
inaugurated in Poona. Since then, more have been set up in various 
States of the country, and still more are planned. But it's a massive 
problem to help these many thousands of ex-servicemen and it can 
only be solved if other organisations join in with similar ventures. 
To let India's brave warriors know that they are not forgotten once 
their active service is over. 


Lending a herping hand 

India Tohacco Company Limited 
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The Fund in 1972 


The International Monetary Fund’s 
activities last year centred on a conti¬ 
nuation of work for reform of the inter¬ 
national monetary system, agreement on 
the establishment of forums for reform 
discussions and negotiations, a large 
number of parity changes and exchange 
rate adjustments, and an active programme 
of technical and financial assistance to 
member countries. 

The Fund’s work on reform followed 
from the instructions given by the 
Board of Governors at the 1971 annual 
meeting to the Executive Directors, 
for a study of and report on measures 
necessary or desirable for the improve¬ 
ment or reform of the international mo¬ 
netary system. During 1972, the Execu¬ 
tive Board of the Fund and Fund staff 
devoted considerable time to the prepara¬ 
tion of a report on Reform of the Interna¬ 
tional Monetary System, which was trans¬ 
mitted to the board of governors in 
August 1972, for consideration at the 
September 1972 annual meeting. 

monetary reform 

The Fund's Board of Governors in 
July 1972 approved a resolution provid¬ 
ing for establishment of a Committee of 
the Board of Governors on International 
Monetary Reform and Related Issues 
(“Committee of 20”). The first meeting 
of the Committee, whose membership is 
based on the composition of the Fund’s 
Executive Board, took place at the 
September annual meeting in Washing¬ 
ton, following the regular biennial elec¬ 
tion of Executive Directors. Deputies 
of the Committee of 20 also met during 
the annual meeting, under the Chair¬ 
manship of Mr C. Jeremy Morse of the 
United Kingdom. The Deputies met 
again in Washington at the Fund’s head¬ 
quarters on November 27 to 29 and began 
the substance of their work on monetary 
reform. The third meeting of the Depu¬ 
ties was fixed for Paris on January 23 to 
25, and agreement was reached on a pro¬ 
gramme of work. 

The Fund was consulted on 26 parity 
changes by members during 1972, in¬ 
cluding 16 parity changes in May when 
the change in the par value of the US 
dollar became effective. Guyana, Pana¬ 
ma and Haiti announced parity changes, 
after consultation with the Fund, in April. 
Par values changed in May were those of: 
the United States, Nicaragua, Domini- 

♦Botswana, Lesotho and Swaziland also use 
the South African rand as their’ currency. 


can Republic, Jordan, Thailand, Repub¬ 
lic of China, Iceland, Mexico, Pakistan, 
El Salvador, Guatemala, Nepal, Hondu¬ 
ras, Liberia, Israel and Greece. Somalia 
changed its par va&e in June, Iran in 
September, South Africa* and Bolivia in 
October, Burundi in November, Iceland 
(for the second time in 1972) and Austra¬ 
lia in December. 

floating sterling 

The Fund was advised by the United 
Kingdom in June 1972 that the market 
for sterling would not necessarily be con¬ 
fined within announced limits either 
against the US dollar or against curren¬ 
cies of members of the European Econo¬ 
mic Community. The Fund was subse¬ 
quently notified by member countries 
which are also members of the overseas 
sterling area of various exchange rate mea¬ 
sures taken in response to the UK an¬ 
nouncement. Some sterling area mem¬ 
bers had already pegged their currencies 
to gold or the US dollar and maintained 
that relationship; some members with 
currencies pegged to sterling maintained 
that peg and floated with sterling; some 
discontinued pegging their currencies to 
sterling. 

Mauritius agreed with the Fund on an 
initial par value for its currency, the 
Mauritian rupee. Guinea introduced a 
new currency unit, the syli, which is 
equivalent to 10 Guinean francs. 

Membership of the Fund increased by 
five to 125 during 1972. The People’s 
Republic of Bangladesh became the 121st 
member in August, Bahrain became the 
122nd member, Qatar the 123rd and the 
United Arab Emirates the 124th members 
in September and the Socialist Republic 
of Romania became the 125th member in 
December. As of December 31, 1972, 
the total of Fund quotas amounted to 
SDR 29.17 billion. 

Drawings from the International Mone¬ 
tary Fund during 1972 amounted to the 
equivalent of SDR 1,611.5 million com¬ 
pared with SDR 1,900 million equivalent 
drawn in 1971, and SDR 1,839 million 
in 1970. The largest purchase during the 
year, equivalent to SDR 584 million, was 
made by the United Kingdom in July 
1972, in connection with the settlement 
of liabilities incurred in support opera¬ 
tions for sterling in the context of the 
EEC arrangements for maintaining 
narrower margins. The equivalent of half 


Washington. 


of the purchase was made in SDRs. In 
April 1972, the United States made a gold 
tranche drawing of pounds sterling equiva¬ 
lent to SDR 200 million. Ten developing 
countries, faced with shortfalls in their 
export earnings, used the compensatory 
financing facility for drawings to the 
equivalent of SDR 294.8 million. Two 
of these members drew under the facility 
up to 50 per cent of their respective quotas 
because the shortfalls resulted from dis¬ 
asters and major emergencies beyond the 
members’ control. Four members drew 
the equivalent of SDR 10.7 million under 
the buffer stock facility to meet their 
contributions to the buffer stock estab¬ 
lished under the Fourth International Tin 
Agreement. 

Total repurchases amounted to the 
equivalent of SDR 1,318 million compared 
with SDR 2,807 million repaid in 1971. 
The largest repurchase, in April 1972 
was equivalent to SDR 950 million repaid 
by the United Kingdom. Of this amount 
the equivalent of SDR 425.2 million was 
repurchased with special drawing rights, 
SDR 500 million with currencies and 
SDR. 25 million with gold. 

net drawings 

Net drawings outstanding at mid- 
December 1972 were equivalent to SDR 
3,726 million, compared with SDR 
3,664 million at the end of 1971. 

In March 1972, the Board of Governors 
approved a change in the Fund’s by¬ 
laws to provide that the accounts of the 
Fund’s general account be summarized 
in SDRs. 

During 1972, the Fund approved stand¬ 
by arrangements for 17 members in a 
total amount equivalent to SDR 455 
million, of which SDR 277.3 million was 
still available at the end of the year. Mem¬ 
bers and amounts of stand-bys were as 
given in table on page 148. 

The year 1972 was the third and final 
year of the first “basic period” of the 
operation of the Special Drawing Account. 
At the start of the year the Fund made 
the third annual allocation of SDRs; 
previous allocations were made on Janu¬ 
ary 1, 1970 and January 1, 1971. The 
three allocations were made in accor¬ 
dance with a resolution adopted by the 
Fund’s Board of Governors at its 1969 
annual meeting. The resolution approv 
ed a proposal of the Managing Direc¬ 
tor, concurred in by the Executive Direc- 
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tors, to make three annual allocations 
of SDRs, commencing January 1, 1970. 
The first allocation under this resolution 


Amount 

agreed 

Members (SDR 

millions) 


cipantsinthe Special 'Di&wing Account 
if they so wish. At December 31,/1972, 
116 members out of a total'Fund member** 
ship of 125 countries had become partied 
pants. These members* quotas represent 
over 99 per cent of total quotas in the 
Fund. During 1972, three new Fund 
members — Bahrain, Bangladesh, and 
Romania became participants. 


Brazil 50.00 

Colombia 40.00 

Ecuador 16.50 

El Salvador 8.75 

Guatemala 9.00 

Guyana . 2.80 

Haiti 4.00 

Honduras 15.00 

Indonesia 50.00 

Korea 30.00 

Liberia 4.00 

"Nicaragua 10.75 

Pakistan 100.00 

Panama 9.00 

Philippines 45.00 

Sudan 40.00 

Uruguay 20.00 


was SDR 3,414 million, the second SDR 
2,949 million, and the third SDR 2,952 
million, making a total of SDR 9,315 
million for the three-year period. No 
decision was taken during 1972 on future 
allocations of SDRs. 

All Fund members may become parti- 


During 1972 total transfers of SDRs were 
SDR 1,494 million, compared with SDR 
1,300 million in 1971 and SDR 952 million 
during 1970. This total of SDR 1,494 
million included the use by the United 
Kingdom of SDR 425 million in a re¬ 
purchase of the Fund’s General Account, 
and the transfer by the Fund of SDR 292 
million to the United Kingdom as part 
of a gold tranche purchase and the subse¬ 
quent transfer of this amount by the 
United Kingdom to five other partici¬ 
pants. Thus, apart from these major ope¬ 
rations, transfers of SDRs during 1972 
were generally lower than in the two pre¬ 
vious years. Whereas in 1971, 28 partici¬ 
pants used a total of SDR 362 million 
to obtain foreign exchange, during 1972 
16 participants used a total of SDR 230 
million. Among the larger users in this 
category were Argentina (SDR 79 million), 
Chile (SDR 55 million), Zambia (SDR 
27 million), and Zaire (SDR 20 million). 
Fourteen participants, including several 
developing countries, were designated to 
provide foreign exchange against the 


SDRs which were used in this way. T& 
principal recipients of SDRs in these 
transactions Were the United Kingdom 
(SDR 131 million), France (SDR 20 mil¬ 
lion), Japan (SDR 14 million), Iran.(SDR 
14 million), Germany (SDR 11 million), 
and New Zealand (SDR 10 million). 

Participants are also able to use SDRs 
to make repurchases of outstanding draw¬ 
ings, in the Fund’s General Account and 
to pay charges arising from the use of 
the Fund’s resources. During 1972 a 
total of SDR 529 million was transferred 
by participants to the General Account 
in these ways compared with SDR 323 
million during 1971 and SDR 384 million 
in 1970. The total for 1972 included, as 
mentioned above, a repurchase of SDR 
425 million by the United Kingdom. 

At December 31, 1972 there were 70 
participants which had made net use of 
SDRs, so that their SDR holdings were be¬ 
low the total amounts they had been allo¬ 
cated. Total net use by participants at 
the end of 1972 was SDR 1,973 million, 
compared with SDR 1,503 million at the 
end of 1971. The counterpart of this 
net use is reflected in excess holdings (i.c. 
holdings above allocations) of SDR 
1,344 million by 24 participants and in 
the Fund's holdings of SDR 629 million 
in the General Account. 

IMF Memorandum dated January 9. 
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FORES (INDIA) LIMITED OFFER 


Drytype stencils and duplicating inks • Typewriter 
carbon papers & ribbons • Pencil carbon papers 

• Computer ribbons • T.P. Rolls and ribbons 

• Fountain pan Inks and 
other office products. A 
Printing inks 



Korea (Indie) ltd. 

Regd. Office: 

Plot No. 10 
Off Moses Road, 
Bombay* 18 Indie 
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TRADE 

WINDS 


Contol on Interbank 
Transfers 

The Reserve Bank of India 
has clamped down control on 
the transfer of large accounts 
from, one bank to another, ap¬ 
parently with a view to elimi¬ 
nate unhealthy competition 
among nationalised banks for 
new business. The scheduled 
commercial banks should not 
take over from one another 
credit limits (loans/overdrafts/ 
cash/credit/bills) or term loans 
aggregating Rs 25 lakhs or 
over without prior consulta¬ 
tion with the banks which have 
presently granted such credit 
limits or term loans and with¬ 
out prior clearance from the 
Reserve Bank. Instructions to 
this effect, will remain opera¬ 
tive till the end of April 1973. 
Meanwhile, joint consideration 
of the problems by major banks 
is being arranged. 

Staple Fibre 
Distribution Control 

The Foreign Trade Mi¬ 
nistry has imposed distribu¬ 
tion control on staple fibre. 
According to the “Staple Fibre 
Distribution Order 1972*% issu¬ 
ed by the ministry, “noperson 
shall acquire or agree to ac¬ 
quire staple fibre from a produ¬ 
cer or any other person holding 
in stock any staple fibre, except 
under a permit from and in ac¬ 
cordance with conditions speci¬ 
fied in any special or general 
written order of the Textile 
Commissioner.” “Notwith¬ 
standing any contract to the 
contrary it shall be obligatory 
upon every producer to sell, 
subject to such conditions as 
may be specified, in any special 
or general written order of the 
Textile Commissioner, staple 
fibre produced or held in stock 
by him to persons holding 
such permits and to no* one 


else.” Further “no person 
holding a permit who has ac¬ 
quired any staple fibre and no 
person holding in stock any 
staple fibre (other than a pro¬ 
ducer) shall use staple fibre for 
any purpose other than the 
spinning of yarn” 

Bank’s 3-year 
Expansion Plan 

The two-day conference of 
chairmen of public sector 
banks, which concluded in 
New Delhi on January 18, deci¬ 
ded to adopt a three-year 
plan of branch expansion in¬ 
stead of pushing the program¬ 
me without adequate prepara¬ 
tion. Under the new procedu¬ 
re, the banks would draw up 
their projections in a phased 
manner. In the first year only 
a broad plan of branch expan¬ 
sion will be prepared, follow¬ 
ed by intensive preparation in 
the second year and the actual 
opening of the branches in the 
third year. The staff training 
programme will also be orga¬ 
nised in consonance with the 
three-year plan. The phased 
scheme of branch expansion is 
also intended to give time to 
the state governments to pro¬ 
vide the necessary infrastruc¬ 
tural facilities in the unbanked 
areas. 

N«w Agency to Develop 
Jute 

A new international agency 
for reseacrch, development and 
promotion of jute and kenaf 
called the Jute International 
will be set up in India, accor¬ 
ding to a decision taken at the 
end of the inter-govornmental 
conference on jute, kenaf and 
allied fibres held recently in 
Dacca. A new international 
technical centre would also be 
set up in Dacca to co-ordinate 
all agricultural and utilisation 


of research work in the region. 
The proposed Jute Internatio¬ 
nal will be set up by four-lead¬ 
ing producers of jute and kenaf 
—Bangladesh, India, Nepal 
and Thailand. The objectives 
of the organization will be to 
maintain a strong and expan¬ 
ding demand for jute and kenaf 
and their manufactures and to 
maximise their consumption. 
The funactions of the Jute 
International will involve plan¬ 
ing and carrying out market 
development programmes on 
economic and market research, 
agricultural and utilisation re¬ 
search, sales promotion and 
public relations. Other jute 
and kenaf producing and ex¬ 
port countries will be invited 
to join it. The four participa¬ 
ting countries in the conference 
have agreed to raise funds for 
the operation of the jute Inter¬ 
national, the international tech¬ 
nical centre and other ancil¬ 
lary bodies. 

Steel Plant at Kanpur 

The union government has 
decided to set up a special steel 
plant at Kanpur. The plant, 
which will cost Rs 50'Tores 
will have an installed capacity 
of 17,000 tonnes of finished 
products. The Hindustan steel 
Ltd has been entrusted with 
the detailed engineering, pro¬ 
ject supervision and commis- 
sioing of the units for the 
plant. 

Import of Power 
Equipment 

The goverment has decided 
to import, power equipment 
for projects where civil works 
and transmission lines are 
ready but local manufacturers 
have delayed the supply of 
generating equipment. This was 
stated by the Minister for In¬ 
dustrial Development, Mr C. 
Subramaniam, while addres¬ 
sing the 25th genera! meeting 
of the Indian Electrical Manu¬ 
facturers' Association. 

Mobile Cloth Shops 

The National Textile Cor¬ 
poration will open nearly 600 
mobile shops before the dose 
of the year to provide doth at 
cheaper rates to the economi¬ 
cally weaker sections. The 
corporation presently runs 375 


such shops. These fair price 
shops will be selling cloth at 
prices 10 to 25 per cent Jess 
than the urban market rates 
and hence will be very well 
received in rural aseas. 

HAL’S TV Plant in 
Orissa 

The Industrial Development 
Corporation of Orissa has 
accepted the terms of the 
Hindustan Aeronautics Ltd. 
for giving the technical know¬ 
how in setting up a TV plant 
in the state. The television 
plant is likely to be set up 
either at Bhubaneswar or at 
Sundadeda in Koraput district. 
The plant to be set up at an 
initial cost of about Rs 10 
lakhs would produce 5,000 
TV units annually. At a 
later stage production would 
be raised to 20,000 units. The 
HAL would get from the state 
government a licence fee of 
Rs 25,000 with a royalty of 2 
per cent for a period of seven 
years. 

Expansion Plans of 
PAT 

The Communications Minis¬ 
try is undertaking market re¬ 
search on a global scale as 
part of the efforts to earn 
foreign exchange through the 
sale of stamps. A special mac¬ 
hine has been commissioned 
at the India Security press in 
Nasik to print multi coloured 
stamps, a much felt need for 
making Indian philately attra- 
tive. Two multi coloured stamps 
have already been brought out. 
More such stamps on miniature 
paintings, dolls musical instru¬ 
ments and various aspects of 
Indian life are proposed to be 
issued. Emphasis will also be 
given to the children series. 

Micro-wave Channel 

Bombay, Madras, Bangalore 
Panaji and Trivandrum will be 
linked by a micro-wave radio 
and television channel follo¬ 
wing an agreemed between 
Indian Post and Telegraph 
Board and Messrs Budavox, the 
sole import-export agency for 
telecommunication equipment 
in Hungary. The 1,9000-kilo¬ 
meter channel will operate from 
Bombay-Panaji, Bangalore and 


EASTERN ECONOMIST 


149 


JANUARY 26, 1973 




Madras. A channel from 
Bangalore will link Trivan¬ 
drum to the main channel, 
giving it a capacity of 1,920 
“Voice channels 1 ’ operating 
simultaneously 

This will enable the 
Bombay television centre to 
relay its programmes to Mad¬ 
ras when it has its own 
television centre. 

Modernisation of 
Railways 

The US Department of 
Commerce will sponsor a spe¬ 
cialised trade mission to India 
from April I to 14, 1973, to 
promote the sale of US equip¬ 
ment for aplanncd SI70 million 
modernisation programme of 
India’s railway system. The 
mission which will be limited 
to representatives of 12 US 
companies, will visit New 
Delh, Varanasi, Calcutta and 
Bombay. The Indian Railway 
Modernisation Project will be 
financed in part by a recently 
authorised $75 million World 
Bank loan. 

Joint Venturas in 
Engineering 

At the end of 1972, the 
governtment of India has app¬ 
roved 145 proposals for setting 
up industrial joint ventures 
abroad out of which 67 were 
related to the field of enginee¬ 
ring industries. Among the 
sixteen such engineering pro¬ 
jects that have already gone 
on stream abroad with Indian 
assistance, five are in Malay¬ 
sia, two in West Germany, 
two in Nigeria, one each in 
Kenya, Mauritius, Sri Lanka, 
Iran. Singapore, Thailand and 
Saudi Arabia. The field of 
collaboration comprises a broad 
range including razor blades, 
mosaic tiles and rolling shut¬ 
ters, sewing machines and 
electric fans, automotive spare 
parts and components, steel 
furniture, precision tools, 
enamelled copper wire and 
electrical accessories, time and 
automobile chains, cycle and 
industrial chains, automobile 
accessories, builders* hard¬ 
ware, oil engines, rice milling 
machines, hose clips and steel. 
The total Indian equity invest¬ 
ment in all the sixteen joint 


ventures is of the order of 
Rs 30.15 million. 

Coal Linkage 
Committee 

The government of India 
has set up a 10-member stand¬ 
ing linkage committee for the 
planning of coal supplies to 
thermal power stations. The 
committee will review from 
time to time the coal require¬ 
ments of the existing thermal 
power stations and establish 
rational linkages with collie¬ 
ries for raw coal supplies and 
with washeries for the supply 
of middlings. It will also take 
into consideration the existing 
as well as planned capacity for 
production of the required 
type of quality coal at the 
nearest source for minimising 
the pressure on railways and 
other modes of transport. The 
committee will also plan sup¬ 
plies of coal for thermal power 
stations already under cons¬ 
truction, linking them with 
proper sources based on their 
consumption patterns. It will 
advise the government not 
only on the planning and deve¬ 
lopment of additional capacity 
for coal production to meet 
the future needs of thermal 
power development program¬ 
mes in various regions but also 
on the feasibility of locating 
new power thermal plants, be¬ 
sides reviewing the existing 
linkage arrangements and sug¬ 
gesting improvements. The 
Joint Secretary (Coal) in the 
union Ministry of Steel and 
Mines will be the Chairman of 
the standing committee. 

Wealth from the 
waters 

Although shrimps account 
for only about one per cent of 
the world’s haul of marine pro¬ 
ducts, they command very at¬ 
tractive prices. As such, 
shrimps are commercially a 
highly prized marine product 
in world trade. In 1968, 
74,000 tonnes of shrimp, worth 
$ 143 million, were bought and 
sold throughout the world. 
The United States led with 19 
per cent of this market, while 
Tndiawas placed second with 
14.3 per cent, both having re¬ 
gistered steady increase in 
haul. Japanese and Mexican 
participation was steadily dec¬ 


lining, by 23 percent and 18 
percent respectively, between 
1961 and 1968* but Thailand 
and Malaysia were making 
dramatic progress in the utili¬ 
sation of their resources. 

While India is so close to 
the top in world shrimp trade, 
this is despite the nearly total 
absence of modern fishing tech¬ 
niques which has limited its 
operations close to its coast¬ 
line. Even today, when around 
7,000 modern fishing trawlers 
operate across the length and 
breadth of the Gulf of Mexi¬ 
co, only two trawlers of this 
type (both belonging to Union 
Carbide) are operating in the 
Bay of Bengal, a much larger 
body of ocean. The large 
majority of Indian fishing ves¬ 
sels arc' small country craft, 
reinforced by a small number of 
motor-driven boats. They 
cannot operate in deep waters, 
particularly in the Bay of Ben¬ 
gal, where the sea is notori¬ 
ously rough during the season 
of good shrimp catches, i.e. 
July through November. Nor 
do they have on board ade¬ 
quate storage and refrigeration 


facilities which makC4 crucial 
difference to tt}e price that a 
shrimp catch woufti frtch in 
the world market. 

India’s actual haul of 
shrimps therefore contrasts 
sharply with the potentialities 
that remain unexploited. In 
its exhaustive survey of “Indian 
export potential in marine 
products**, the Indian Insti¬ 
tute of Foreign Trade has ac¬ 
cordingly stressed the urgent 
need for modern fishing tech¬ 
niques as well as an adequate 
infrastructure for this industry. 
It estimates that, with the 
necessary trawlers, ports and 
processing facilities, Indian ex¬ 
port earnings could be stepped 
up nearly four times over— 
from Rs 31 crores in 1969-70 
toRs 118 crores in 1978-79. 

Union Carbide India 
conducted a marine survey in 
1967, all along the coast from 
Bombay to Cape Comorin. Sub¬ 
sequently the government of 
India offered Union Carbide 
option to import six modern 
trawlers. Union Carbide ag¬ 
reed to start provisionally with 
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two trawlers, the remainder to 
come twd years later. In 1970, 
under-written by a 2''-year 
foreign exchange credit to the 
government of India, the first 
two trawlers were acquired at 
a cost of Rs 21 lakhs each. 
In return. Union Carbide India 
gave the government an un¬ 
dertaking to export twice the 
value of the snips in seven 
years. In other words, foreign 
exchange spent on both traw¬ 
lers would be redeemed in 31 
years. Union Carbide has ac¬ 
complished just this in less 
than two years. 

The trawlers are the most 
modern of their kind in the 
world and have the latest 
equipment for processing and 
freezing the shrimps on board 
within two hours of the catch. 
After the first sea trials had 
begun off the Cochin coast in 

1970, the Andhra Pradesh 
government urged Union Car¬ 
bide to shift its base of opera¬ 
tions to Vishakapatnam. The 
western coast had been survey¬ 
ed. The eastern coast had 
not. On the other hand, it was 
in the east, which was virgin 
territory for shrimp trawling, 
that modern, large-scale traw¬ 
ling operations might prove 
useful. Therefore, despite the 
rough seas and the absence of 
documented evidence about the 
coast. Union Carbide accepted 
the financial risk involved in 
moving from Cochin to Visha¬ 
kapatnam. On October 24, 

1971, the first shipment of 
shrimp was made: 71,000 lbs 
were sent to the US, earning 
SI,01,521. Till August 1972, 
Union Carbide had chalked up 
•exports to the tune of $520,000 
with additional stocks worth 
SI60,000 awaiting shipment. 
The company has earned en¬ 
ough foreign exchange in two 
years time to pay for the traw¬ 
lers. 

Of about 150 million >bs of 
the nation’s catch of marine 
products. Union Carbide con¬ 
tributes about less than one 
per cent at present, but it 
exports all its catch of shrimps 
which at present represents 
two per cent of all marine ex¬ 
ports. The marketing of fro¬ 
zen shrimps is just the begin¬ 
ning of Union Carbide’s efforts. 
With the expansion of the pro¬ 
ject and acquisition of more 


trawlers and additional shore 
facilities, the company may 
consider going into the proces¬ 
sing of fully cooked shrimps 
a super-market item greatly in 
demand. Meanwhile, with its 
shrimp trawling project hav¬ 
ing settled down in its role of 
foreign exchange earner, the 
company continues its pioneer¬ 
ing efforts to systematize 
India’s fishing industry. Its 
future plans include, besides 
the expansion of its fleet, an ex¬ 
haustive survey of the Bay of 
Bengal to locate the breeding 
grounds of various species of 
shrimps. The Bay of Bengal, 
when properly surveyed and 
its marine wealth exploited, 
can accomodate at least one 
thousand modern trawlers in 
addition to the myriad small 
country craft that have their 
own part to play in the fish¬ 
ing industry. 

TWA to China 

Trans World Airlines (TWA) 
has asked the United States 
Civil Aeronautics Board to ex¬ 
tend its Trans-Pacific route to 
the People’s Republic of 
China. TWA already has US 
government’s authority since 
1947 to serve mainland China 
but this authority to serve 
Shanghai and Canton has 
never been exercised and the 
implementation of such service 
would be contingent on an 
agreement between the govern¬ 
ments of the People’s Repub¬ 
lic of China and the United 
States. No US airline at pre¬ 
sent serves mainland China 
and the proposed extension 
of the route by TWA would 
put the important mainland 
China market on TWA’s round- 
the-world routes. 

New Atlantic Fares 

Trans W6rld Airlines (TWA) 
has filed with the United 
States Civil Aeronautics Board 
(CAB) a revised package of 
transatlantic fares to take 
effect from April I. The TWA 
package is designed to sim¬ 
plify the fare structure and 
provide more economical fares 
on scheduled services for 
many segments of the air 
travel market. The main ele¬ 
ments of the TWA plan filed 
with the CAB are: 

Introduction of a new bar¬ 


gain fare available on 
an advance-purchase basis. 
Fares under this arrange¬ 
ment will be as low as $199.00 
(approximately Rs 1450.00) 
for a New York-London round 
trip in the winter season. 
Eligibility for the fare requires 
booking and a twenty-five per¬ 
cent deposit three months 
before departure; Simplifica¬ 
tion of the excursion fare 
structure by consolidation of 
present 14/21-day and 22/45- 
d’ay excursion fares into a 
single excursion plan of 14 to 
45 days duration; Elimination 
of group travel requirements 
in favour of low-cost fares 
available to the individual, and 
Continuation of present youth 
fares. 

Committee on Status 
of Women 

The Committee on the 
Status of Women in India, set 
up by the union government, 
has invited organisations, ins¬ 
titutions and individuals to 
send memoranda outlining 
views and suggestions in 
writing. The committee has 
been set up with the following 
terms of reference: 

1. To examine the constitu¬ 
tional, legal and adminis¬ 
trative provisions that 
have a bearing on the 
social status of women, 
their education and em¬ 
ployment. 

2. To assess the impact of 
these provisions during 
the last two decades on 
the status of women in 
the country, particularly 
in the rural sector and to 
suggest more effective 
programmes. 

3. To consider the develop¬ 
ment of education among 
women and determine the 
factors responsible for the 
slow progress in some 
areas and suggest remedial 
measures. 

4. To survey the problems 
of the working women 
i ncluding d iscrimination 
in employment and re¬ 
muneration. 

5. To examine the status of 
women as house-wives and 
mothers in the changing 
social pattern and their 


problems in the sphere of 
further education and em¬ 
ployment. 

6. To undertake surveys or 
case studies on the impli¬ 
cations of the population 
policies and family plan¬ 
ning programmes on the 
status of women. 

7. To suggest any other 
measures which would 
enable women to play 
their full and proper role 
in building up the nation. 

The memoranda may be 
forwarded to Mrs Shakuntala 
Masani, Member-Secretary, 
Committee on the Status of 
Women in India, 2-Tughlak 
Road, New Delhi. 

Minor Irrigation 
Programmes 

The government of India 
has so far accorded approval 
for a loan assistance of over 
Rs 147.29 crores for minor 
irrigation programmes which 
could be completed up to 
March 31, 1973 so that they 
could benefit the rabi and 
summer crops. Against this, 
an amount of Rs 57.07 crores 
has already been released to 
the state governments. Besides, 
an amount of Rs 80.60 crores 
has been released as short 
term loans for purchase and 
distribution of inputs such as 
seeds, fertilisers and pesticides. 
To make up the shortfalls In 
kharif production last year, 
the state governments under¬ 
took Emergency Production 
Programmes which aimed at 
raising foodgrain production 
during the rabi season by 15 
million tonnes. These program¬ 
mes will not only bring addi¬ 
tional areas under cultivation 
of rabi crops but will also 
result in substantial expansion 
In the coverage of high-yield¬ 
ing varieties and will also 
provide irrigation from all 
available sources and create 
additional irrigation facilities 
through implementation of 
special minor irrigation pro¬ 
grammes. 

Tourism Finance 
Corporation 

The Department of Tourism 
of the union government propo¬ 
ses to set up a Tourism Finance 
Corporation soon to help the 
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private sector in building 
tourist infra-structure. The 
corporation will provide 
loans for constructing hotels, 
making arrangements for 
transport in tourist resorts 
and for other schemes which 
would strengthen tourism 
infra-structure and further 
tourism promotion. While 
details of the establishment of 
the corporation are being 
worked out, it is proposed to 
merge with its two financial 
institutions- hotel loan fund 
and transport loan fund. The 
Department of Tourism feels 
there is a need for high class 
restaurants of international 
standards, offering decor, 
cuisine and entertainment 
which represents the best Indian 
skill in all the arts. The 
Finance Corporation may in¬ 
clude in its list restaurants also 
to qualify for loans. It is 
also proposed that loans should 
be given to provide private 
tour operators and others for 
helping them to buy equip¬ 
ment like those used in aquatic 
sports and other entertain¬ 
ments. Hovercraft and motor 
boats for sea resorts may be 
included in the list. 

Shifting of Plants to 
India 

The government, it is report¬ 
ed, has so far allowed four 
private industrialists to shift 
foreign plant, to India for aug¬ 
menting production. The items 
which were sought to be 
manufactured included LT 
switchgears, super shapers 
(machine tools), internal 
combustion engines and hy¬ 
draulic jacks and shock ab¬ 
sorbers. 

Easun and Sons Engineers 
(P) Ltd, are to purchase out¬ 
right the LT Switchgear 
manufacturing plant from 
Ottcrmill Switchgear Co., UK 
at a value of £1.35 million. 
The transfer does not involve 
either foreign equity or royalty 
or engineering know-how fee. 
The entire production ot £13 
million worth of LT Switch- 
gears over a five-year period 
has been guaranteed for import 
into UK and third countries 
by the UK concern. 

Kirloskar Brothers Limited, 
Sangli (Maharashtra) are to 
purchase the super-shapers 


(machine tools) plant from 
Butler Machine Tools Co., 
Halifax, UK valued at 
£470,000. Here also no foreign 
exchange is involved in the 
importation of this tooling. 
The collaborator has made a 
firm commitment for importing 
from India the entire output 
approximating £2 million 
worth of the machine tools 
for the first two years. As the 
sizers of super shapers to be 
supplied by India have gone 
off the production range of 
the UK firm, it is expected that 
UK would continue to be the 
market for the concerned 
machine tools for a long period. 
No foreign equity participa¬ 
tion or royality as a result of 
the transfer is envisaged. 

The internal combustion 
engine parts plant is being 
transferred on a free loan 
basis to India for a period 
of ten years at the end of 
which the Indian transferee, 
M/s Srivasta Exporters, 
Madras, will have the option 
to repatriate the plant back to 
the UK firm, Norton Viliers. 
The UK transferer will bear 
the freight charges. The export 
earning from the transfer is 
expected to be £1 million per 
annum initially to go upto a 
level of £20 million gradually. 
The entire production is to be 
exported. In this case also 
the transfer does not involve 
either foreign equity participa¬ 
tion, royalty or engineering 
fee. 

The production of hydraulic 
jacks and shock absorbers 
will be effected by the transfer 
of plants from Janson Fabrcike 
N. V. Roterdam (Netherlands) 
by Associated Engineering 
Works, Delhi. The plant is 
to be purchased at a cost of 
about £1.16 million. The 
foreign company in this case 
will have a share holding of 
40 per cent against which the 
payment for the plan could be 
set off. In addition, the royal¬ 
ty of five per cent on the sales 
will have to be paid 

In Brief 

A special committee, to be 
headt d by the Foreign Trade 
Secretary, Mr B. B. Lai, will 
go into the question of evolv¬ 
ing a price equalisation system 
for raw cotton and jute bags. 


This was decided at the state 
chief ministers meeting con¬ 
vened in New Delhi by the 
Foreign Trade Minister, Mr 
L. N. Mishra. 

Andhra Pradesh was placed 
under President’s rule on 
January 18. 

West Bengal’s plan outlay 
for 1973-74 has been fixed at 
Rs 90 crores. 

India will assist Zanzibar 
and Tanzania in the develop¬ 
ment of small-scale, cottage 
and handicrafts industries. Mr 
K. K.Nanjappa, Development 
Commissioner, Small-scale in¬ 
dustries, is leading a delega¬ 
tion to these countries. 

The union government has 
approved the recommenda¬ 
tion of the Marine Products 
Export Development Authori¬ 
ty to levy a cess at the rate of 
half per cent “ad valorem'* on 
all marine products exported 
from India with effect from 
January 15. 

The work of improving the 
aerodrome at Aurangabad is 
being taken up immediately as 
a drought relief measure. 

The Punjab cabinet deci¬ 
ded in principle to nationalise 
cinema houses in the state. 

The Tamil Nadu govern¬ 
ment promulgated an ordi¬ 
nance to nationalise the entire 
passenger transport in the state 
in a phased manner over the 
next five years. 

Drilling operations in the 
Bombay High, which will 
pioneer offshore oil explora¬ 
tion in the country, are ex¬ 
pected to start in March. 

India's exports of mill- 
made cotton textiles have ex¬ 
ceeded the target of Rs 145 
crores fixed by the Foreign 
Trade Ministry for 1972 by 
Rs 4 crores. 

The Minerals and Metals 
Trading Corporation has 
raised the prices of imported 
zinc, lead and tin for the first 
quarter of 1973. 

India would be providing a 
credit of Rs 50 million to 
Tanzania under an agreement 
signed between the two 
countries. 

A breakthrough in indi¬ 
genous technology in man¬ 


made fibres has been achieved 
by J. K* Synthetics Ltd, with 
the development of Nylon 66 
yarn in its plant at Kota. 

The Haryana government 
has decided to establish ex* 
port oriented industries in 
each district. 

The Railways have moved 
nearly 4.8 lakh tonnes of food- 
grains per month, in the 
period September - December 
1972, to scarcity affected areas 
of Maharashtra, Andhra 
Pradesh, Mysore, Gujarat, 
Rajasthan, Bihar and West 
Bengal. This compares with 
3.47 lakh tonnes per month 
carried by the Railways in the 
period April to August. 

Names in the News 

Mr S. S. Marathe has taken 
over as Chairman of the 
Bureau of Industrial Costs 
and Prices. He succeeds Mr 
N. N. Wanchoo. Mr Marathe 
was till recently Minister for 
Economic Affairs in Indian 
Embassy, Washington. Earlier 
he was Economic Adviser in 
the union Ministry of Indus¬ 
trial Development. 

Mr T. Swaminathao, former 
Cabinet Secretary, has been 
appointed as the Chief Elec¬ 
tion Commissioner (CEC). He 
will take over from Mr Nagen- 
dra Singh who has been 
elected a judge of the 
International Court of Justice. 

A. Rajagopalan, Addi¬ 
tional Secretary Ministry of 
Finance, took over as Chair¬ 
man of the General Insurance 
Corporation of India (GIC), 
which would supervise and 
control the nationalised gene¬ 
ral insurance business. Mr 
Rajagopalan will hold con¬ 
current charge as Additional 
Secretary till February 20 
when he will move to his 
headquarters at Bombay. 

Mr C. D. Gandhi, Manag¬ 
ing Director, Emco Transfer* 
mers Ltd, has been elected 
President of the Indian Elec* 
trical Manufacturers’ Associa¬ 
tion for 1972-73. Mr S. K. 
Gbose, Deputy Managing 
Director, Indian Cable Com¬ 
pany Ltd and MrOmPrakash, 
Chief Executive, Energy Divi¬ 
sion, Siemens India Ltd, have 
been elected vice-presidents. 
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AFFAIRS 


Indian Oxygen 

Indian Oxygen Ltd has report- 
ed satisfactory working results 
during the year ended Septem¬ 
ber 30, 1972. Turnover during 
1971-72 at Rs 23.63 crores was 
Rs 3.11 crores higher than in 
the previous year. Sales would 
have been still higher but for 
the inadequate availability of 
calcium carbide in the earlier 
months of the year and inter¬ 
ruption in production due to 
power shortage and labour 
unrest. Higher sales were 
achieved in almost in all pro¬ 
ducts with significant increase 
in oxygen, gas and arc welding 
equipment and consumables 
and medical gases and equip¬ 
ment. There was some im¬ 
provement in export sales also. 
After providing Rs 78.14 lakhs 
for depreciation for 1971-72 as 
against Rs 82.13 lakhs in the 
previous year, the profit for 
the year amounted to Rs 2.50 
crores as compared to Rs 2.02 
crores in 1970-71. Considering 
however that the profit for the 
previous year was burdened 
with additional bonus charge 
for an earlier year, the increase 
in profit was not commensu¬ 
rate with the sales advance. 

This was mainly due to in¬ 
creased payment of salaries and 
wages and provision of Rs 
13.94 lakhs for retirement gra¬ 
tuity. Taxation absorbed Rs 
1.67 crores against Rs 1.29 
crores in 1970-71, leaving a net 
profit of Rs 83.54 lakhs for 
1971-72 as compared to Rs 
72.58 lakhs in the preceding 
year. The directors have re¬ 
commended a higher equity 
dividend of 15 per cent as 
compared to 14 per cent paid 
for 1970-71. The proposed 
dividend will absorb Rs 69.30 
lakhs and will be paid out of 
the general reserve. The directo¬ 
rs have also decided to capi¬ 
talise a sum of Rs 39.20 lakhs 
front share premium account 


and Rs 114.80 lakhs from the 
general reserve and issue 
15,40,000 new equity shares of 
Rs 10 each as bonus shares in 
the ratio of one to three. The 
company has submitted several 
schemes for the diversification 
and development of its manu¬ 
facturing activities. The pro¬ 
posals are under the considera¬ 
tion of the government. 

Reckitt and Co I man 

Reckitt and Colman of India 
Ltd has earned during the year 
ended October 31, 1972 a 
higher pre-tax profit of 81.74 
lakhs as compared to Rs 78.40 
lakhs in 1970-71. Out of the 
gross profit, a sum of Rs 47.40 
lakhs was provided for taxation 
in 1971-72 as against Rs 50.18 
lakhs in the previous year while 
the appropriation to develop¬ 
ment rebate reserve was stepp¬ 
ed up from Rs 0.56 lakh to 
Rs 4.78 lakhs. Adding Rs 
27,200, as against Rs 27,500 
being the transfer from develop¬ 
ment rebate reserve and mak¬ 
ing other adjustments there is 
a balance of Rs 29.83 lakhs as 
compared to Rs 27.93 lakhs in 
the 1970-71 and the entire 
amount has been transferred to 
the general reserve. The direc¬ 
tors have maintained the equity 
dividend at 11 per cent and 
it will be paid out of the gene¬ 
ral reserve. 

Ravalgaon Sugar 

Ravalgaon Sugar Farm has 
suffered a sharp setback in its 
working during the year ended 
September 30, 1972. Despite a 
sharp rise in sales from Rs 3.68 
crores to Rs 5.07 crores, gross 
profit has declined to Rs 25.01 
lakhs from Rs 37.13 lakhs in 
1970-71. Out of the gross profit 
an amount of Rs 7.80 lakhs 
was allocated to depreciation 
reserve, Rs 9.10 lakhs to taxa¬ 
tion reserve and Rs 0.07 lakh 
to development rebate reserve 


as against Rs 7.83 lakhs, Rs 
15.25 lakhs and Rs 1.10 lakhs 
allotted repectively in 1970-71. 
This leaves a net profit of Rs 
8.03 lakhs, Rs 4.93 lakhs less 
than in the previous year. 
After adjustments a sum of Rs 
7.50 lakhs was transferred to 
debenture redemption reserve 
and Rs 5.80 lakhs to general 
reserve. The directors have 
maintained the equity divided 
at 14 per cent and it will be 
paid out of the general reserve. 

Mysore Paper 

Vigorous steps are being tak¬ 
en by Mysore Paper Mills Ltd 
for enhancing production by 
adding some balancing equip¬ 
ments and also to increase the 
installed capacity from 18,000 
tonnes to 50,000 tonnes per 
annum. To meet the require¬ 
ments of raw materials the 
company is making permanent 
arrangements for supplies of 
bamboo and eucalyptus and 
other pulpable soft woods to 
supplement the shortfall in 
bamboo supplies. Further, bam¬ 
boo, the main raw material, 
is now being supplied from 
areas far away from the mills, 
ways and means are being ex¬ 
plored to reduce the cost of 
transportation. The govern¬ 
ment is also being approached 
to arrange for supplies from 
nearby areas. This was disclos¬ 
ed by the Chairman and 
Managing Director Mr C. Jaya- 
ram Reddy while addressing 
the annual general meeting of 
the company. 

Despite mounting costs due 
to higher prices of raw mate¬ 
rials, increase in freight charg¬ 
es, wages and salaries, the 
company has maintained profits 
at the same level as in 1970-71. 
This was largely due to increas¬ 
ed production and economies 
introduced which reduced costs 
considerably. The gross profit 
after meeting all charges but 


before providing for deprecia¬ 
tion amounted to 96.06 lakhs* 
After appropriating Rs 37.38 
lakhs to depreciation reserve 
and making other adjustments 
there is a surplus of Rs 62.88 
lakhs. Out of this, an amount 
of Rs 0.68 lakh was provided 
for development rebate reserve 
and Rs 62.15 lakhs to general 
reserve, leaving Rs 0.05 lakh 
to be carried forward to the 
next year’s accounts. The direc¬ 
tors have recommended a divid¬ 
end of 15 per cent. It will ab¬ 
sorb Rs 18.45 lakhs and will 
be paid out of the general 
reserve. 

Dunlop 

The directors of Dunlop 
India Ltd have proposed an 
interim equity dividend of 75 
paise per share for the year 
ended December 31, 1972. 

Jagatjit Industries 

Jagatjit Industries has pro¬ 
moted a new company styled 
‘Universal Glass Limited', The 
directors have passed a resolu¬ 
tion approving an investment of 
Rs 27 lakhs in equity shares of 
Rs 10 each fully paid in the 
capital of the new company. 
The proposed total paid up 
capital of UGL will be of the 
order of Rs 90 lakhs. This new 
venture will undertake the 
manufacture of glass bottles 
and jars of various sizes and 
shapes. The board of directors 
feel that this investment will be 
of mutual advantage to both the 
companies. 

Khandelwal Udyog 

Khandelwal Udyog has re¬ 
ported encouraging working 
results for 1972. Sales were 
higher at Rs 1.60 crores as 
compared to Rs 1.28 crores in 
the previous year. The profit, 
according to provisional figur¬ 
es, is estimated be Rs 30 lakhs 
after providing for deprecia¬ 
tion as against Rs 19 lakhs in 
the preceding year. The IFC 
and L1C, the two major share¬ 
holders of preference shares, 
have given their approval for 
the declaration of a higher rate 
of dividend up to nine per cent 
on equity shares. The company 
paid a dividend of five percent 
in the previous year. The order 
book of the company is good, 
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the outstanding orders being 
of the order of Rs 2 crores. 
For the first time, the firm has 
taken the order for a 100-tonne 
capacity crane. It has also se¬ 
cured substantial orders from 
Cochin shipyard including 
those for two gantry cranes 
valued at Rs 30 lakhs. The 
company has put up a research 
and development cell which 
would enable it to go in for 
innovations, improvements and 
diversification in the field of 
cranes. It has applied for an 
increase in capacity and for 
the extension of the technical 
collaboration agreement which 
covers special purpose cranes. 
The Craftsman Electronic Cor¬ 
poration Pvt. Ltd, manufactur¬ 
ing heat measuring and record¬ 
ing instruments, has become a 
subsidiary of Khandelwal 
Udyog. 

First National 
City Bank 

The First National City Bank 
introduced on January 15, a 
new deposit medium, particu¬ 
larly for the small depositors, 
entitled “citibank golden de¬ 
posit certificate.*’ The first certi¬ 
ficate was formally presented 
to Mr C.M. Mehta, President 
of the All-India Bank Depo¬ 
sitors* Association. The 
attractively designed certificat¬ 
es are available for maturities 
of 6 and 12 months, in the 
denomination of Rs 100, 250, 
500 and 1,000. The salient fea¬ 
tures of the certificate are that 
it enables a depositor to auto¬ 
matically reinvest the interest 
earned monthly and that it is 
presigned and therefore enables 
quick delivery. 

News and Notes 

(Expansion aud diversification) 

Nuchem Plastics Ltd, has 
received a licence to increase 
the capacity of urea formalde¬ 
hyde powders from 1600 tons 
to 5000 tons per annum. The 
first phase of raising the capa¬ 
city to 3,200 tons has been 
completed. The plant will 
start working as soon as the 
additional power becomes avail¬ 
able. The erection of the hexa- 
mine plant is under way and it 
is hoped that it will be commis¬ 
sioned by March or April this 
year. The financial arrange¬ 
ments for the hydraulic press 


project which is being put up 
in collaboration with Daniels 
Hamilton UK, have been com¬ 
pleted. The company's newly 
set up research and develop¬ 
ment division has also started 
functioning. 

New Venture 

Western Ministeel is setting 
up a mini steel plant near 
Thana, Maharashtra, with two 
electric arc furnaces for the 
manufacture of steel ingots 
and other items, k^ukand Iron 
and Steel Works will be pro¬ 
viding the technical know-how. 
The company, promoted by 
Western Rolling Mills Pvt. Ltd, 
belonging to the Parikh group 
of Bombay, has an authorised 
capital of Rs one crore and an 
issued and subscribed capital 
of Rs 16 lakhs. The paid-up 
capital of the company amounts 
to Rs 8 lakhs. The company 
has already arranged to take 
land from Western Rolling 
Mills Pvt Ltd at a long lease of 
30 years with option to renew 
it for another 20 years. Accord¬ 
ing to current indications the 
first electric arc furnace is ex¬ 
pected to commence produc¬ 
tion in April 1973 and the 
second furnace from October 
1973. To raise part of the re¬ 
sources required the company 
will be entering the capital 
market shortly with a pubile 
issue of Rs 24 lakhs, all in 
equity shares of Rs 10 each. 
The capital outlay on the pro¬ 
ject is estimated at Rs 84 lakhs 
and it will he met by the share 
capital of Rs 40 lakhs, loans 
from hanks and financial insti¬ 
tutions of Rs 34 lakhs and loans 
from directors, associates and 
other of Rs 10 lakhs. 

Joint Venture 

An Indo-Austrian joint 
venture for the manufacture 
of 12,000 tractors per annum is 
being set up at the Whitefield 
industrial area in Bangalore. 
The necessary land has been 
acquired and civil works have 
begun. The plant is being esta¬ 
blished by Steyr India Limited 
a new company formed by 
M/s Dynamic Sales Services 
Industries, New Delhi, in colla¬ 
boration with Steyr Daimler 
Puch of Austria. Under the 
collaboration agreement, the 
Austrians will assist tbeir Indian 
partners to manufacture indi¬ 


genous tractors of 44 HP and 
18 HP in a phased maimer. In 
addition, the company will also 
make other agricultural imple¬ 
ments. The government of 
Mysore has also decided to 
participate in the venture 
through the State Industrial 
Investment and Development 
Corporation by making subs¬ 
tantial investment in the share 
capital of the company. The 
first phase of manufacture en¬ 
visages the production of 5,000 
tractors per annum, commenc¬ 
ing in 1974 with 1,600 tractors. 
In 1975, the production will 
be 3.500 tractors, raising pro¬ 
gressively to 4,200 in 1976 and 
4,500 in 1977. The target of 
manufacturing 5,000 tractors 
will be achieved in 1978. Work 
on the second phase, during 
which 12,000 tractors will be 
manufactured, will be taken 
up thereafter. The company 
has been allowed to make an 
initial import of 500 tractors 
from Austria which will be 
assembled locally and sold to 
domestic buyers. 

New Issues 

Molins of India Ltd, a sub¬ 
sidiary of Molins Ltd, UK, is 
offering 83,052 equity shares of 
Rs 10 each for subscription for 
cash at par. Out of this, 8,302 
equity shares of Rs 10 each 
have been reserved for subscrip¬ 
tion by the Indian directors and 
employees of the company. 
The remaining 74,750 equity 
shares of Rs 10 each are now 
offered to the public for cash 
at par, payable in full on appli¬ 
cation. In addition, two mem¬ 
bers of the company India 
Tobacco Company Ltd and 
Vazir Sultan Tobacco Com¬ 
pany Ltd has agreed to offer 
for sale out of their present 
holdings 250,300 equity shares 
of Rs 10 each at par. The subs¬ 
cription list opens on January 
29 and will close on February 
7 or earlier but not before 
January 31. The entire issue is 
underwritten. The object of the 
present issue is to reduce the 
foreign holding in the equity 
capital of the company from 
85 per cent to 60 per cent. Al¬ 
though the company commenc¬ 
ed its business with a limited 
plan to cater for any spates 
needed by the cigarette indus¬ 
try, with the technical assis¬ 


ting received .from itoparent 
company the company is now 
capable of manufacturing ,* 
complete range of cigarette 
making and packing maefcin- 
ery suitable for the local mar¬ 
kets. The company has manu¬ 
facturing facilities at Beihala 
near Calcutta and also at 
Chandigarh. The rented premia 
es at Chandigarh are being re¬ 
placed by a factory building 
which is under construction at 
Mobali near Chandigarh and is 
due for completion around 
April 1973. Sales of the com¬ 
pany have risen steadily from 
Rs 36.13 lakhs in 1967 to Rs 
1.66 crores in 1971. The turn¬ 
over for 1972 is estimated at 
Rs 1.81 crores and the pre-tax 
profit at Rs 45 lakhs. It has de¬ 
clared an interim dividend of 
eight per cent for 1972 but the 
company does not propose 
any further dividend for the 
year. 

Rathi Udyog has made con¬ 
siderable headway in the sett¬ 
ing up of a steel re-rolling mill 
and refractory plant at Ghazia- 
bad for manufacturing struc¬ 
tural and wire rods. The first 
phase of the manufacturing 
programme has almost been 
completed and production is 
expected to commence towards 
the end of this month. The 
company is now going ahead 
with the implementation of its 
second phase which is estimated 
to cost Rs 124.18 lakhs. The 
installed capacity will he 48,000 
tonnes while normal capacity 
is expected to be of the order 
of 40,000 tonnes per annum. 
The second phase of the pro¬ 
ject is scheduled to completed 
early next year. The company 
has an authorised capital of 
Rs 1 crore and an issued and 
subscribed capital of Rs 14.56 
lakhs. To raise resources for the 
implementation of the project 
the company will be entering 
the capital market shortly with 
a capital issue of Rs 63 lakhs 
out of which Rs 19 lakhs have 
been reserved for subscription by 
directors and their associates. 
The remaining 2,90,000 equity 
shares of Rs 10 each and 15,000 
cumulative redeemable prefer¬ 
ence shares of Rs 100 each are 
now being offered to the public 
for subscription. The capital 
outlay of Rs 124,18 lakhs will 
be met by the share capital of 
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Rt 63 lajfchs white an amount 
of Rs 6M8 lakhs wilt be rais¬ 
ed through long-term loans. 
Production estimated at 14,000 
tonnes in 1973 is expected to 
be trebled by 1975. Hence the 
subscribers to the proposed 
issue can reasonably expect a 
handsome dividend from the 
very first year of the company’s 
operations. It is significant to 
note that Rathi Ispat will be 
closely associated with this ven¬ 
ture and it has undertaken to 
supply adequate quantities of 
mild steel ingots and billets 
for the successful working of 
this project. 

New Registrations 

Two hundred and sixty com¬ 
panies were registered under the 
Companies Act, 1956, in diffe¬ 
rent states and union territor¬ 
ies of India during the month 
of May, 1972. Of these, two 
were associations not for profit, 
registered as guarantee com¬ 
panies while the remaining 258 
were limited by shares. Of the 
258 companies, 23 were public 
limited and 235 private limited 
having aggregate authorised 
capital of Rs 15.96 crores and 
Rs 17.08 crores, respectively. 
One of these companies, name¬ 
ly, Tamilnadu Dairy Develop¬ 
ment Corporation Limited was 
a government company regis¬ 
tered in the state of Tamilnadu 
wtih an authorised capital of 
Rs 5 crores. Of the companies 
registered during the month, 
13 were large-sized companies 
having each an authorised ca¬ 
pital of Rs 50 lakhs or above. 
During the month under re¬ 
view, 31 companies were re¬ 
ported to have ceased function¬ 
ing. These companies wree 
limited by shares and had an 
aggregate paid-up capital of 
Rs 16.91 lakhs. The highest 
number of new registrations as 
also companies ceasing to 
function were reported from 
the Union Territory of Delhi. 
The state-wise distribution of 
new registrations (with liqui¬ 
dations and struck off com¬ 
panies given in brackets) is 
as'follows: Delhi 53 (10), West 
Bengal 44 (1), Maharashtra 
42 (6), Gujarat 28 (—•), Uttar 
Pradesh 17 (1), Mysore 15 
(1), Rajasthan 14 (—), Andhra 
Pradesh 8 (1), Bihar 7 (-r-) t 
Tamilnadu 7 (4), Madhya 


Pradesh 6 (4), Punjab 5 (3), 
Assam 2 (—-), Haryana 2 (—), 
Chandigarh 2 (—), Goa, 

Daman & Diu 2 (—), Kerala 
l (—), Orissa 1 (—•), Nagaland 
1 (—), and Himachal Pradesh 
1 (—-). The industrial classifi¬ 
cation of these companies with 
the classification or companies 
which ceased functioning in 
brackets is as follows: Process¬ 
ing & Manufacture 142 (13), 
Commerce (Trade & Finance) 
57 (13), and other activities 
59 (5). 

Capital and Bonus 
Issues 

Consent has been accorded 
to 13 companies to raise capi¬ 
tal amounting to over Rs 12.57 
crores. Following are the 
detatis: 

S.I.F. Steels Limited, Bhav- 
nagar, has been accorded con¬ 
sent to issue capital of Rs 80 
lakhs (include Rs 20,000 al¬ 
ready subscribed) divided into 
8,00,000 equity shares of Rs 
10 each, for cash at par, 
out of which shares worth 
Rs 48 lakhs will be offered to 
the general public through a 
prospectus, for the purpose of 
setting up a Mild Steel Wire 
Rods Mill. 

Tamil Nadu Industrial De¬ 
velopment Corporation Limi¬ 
ted, Madras having a paid-up 
capital of Rs 866.74 lakhs have 
been accorded consent for the 
issue of Rs 100 lakhs in the 
form of debentures of Rs 1000 
each or multiples thereof carry¬ 
ing interest @ 6 per cent per 
annum to the public for cash 
at an issue price of, Rs 99.75 
per cent. The period of deben¬ 
tures will be twelve years and 
will be payable to registered 
holders only. The proceeds 
will be utilised for augmenting 
resources of finances of the 
corporation. The consent is 
valid for a period of 12 
months only. 

The India Cements Limited, 
Madras, has been accorded 
consent, valid for 12 months, 
to issue debentures of the value 
of Rs 125 lakhs privately to 
the financial institutions. The 
proceeds of the issue will be 
utilised for making payment 
to Suppliers of equipments, re¬ 


payment of unsecured deposits 
and meeting the working capi¬ 
tal requirements. 

The State Industrial & In¬ 
vestment Corporation of Maha¬ 
rashtra Limited, Bombay, hav¬ 
ing a paid up capital of Rs 
350 lakhs have been accorded 
consent for the issue of Rs 600 
lakhs in debentures of Rs 1000 
each with permission to retain 
upto 10 per cent of the over¬ 
subscription, if any, carrying 
interest @ 7.25 per cent 
per annum, for cash at 
par, to the general public 
through a prospectus. The 
currency of the debentures will 
be 12 to 15 years and the de¬ 
bentures will be payable to 
registered holders only. The 
proceeds will be utilised for 
augmenting the resources of the 
corporation to finance its in¬ 
creasing activities. The con¬ 
sent is valid for 12 months 
only. 

The Sarangpur Cotton Mfg. 
Company Limited, Ahmeda- 
bad, have been accorded con¬ 
sent, valid for 3 months to 
capitalise Rs 66,43,150 out of 
their general reserve and uti¬ 
lise it as to Rs 39,85,950 for 
increasing the nominal value of 
the existing equity shares for 
Rs 125 to Rs 200 each and Rs 
26,57,200 in fully paid equity 
shares of Rs 200 each as bonus 
shares in the ratio of one bo¬ 
nus share for every four equity 
shares held. 

Denfoss (India) Limited, Bom¬ 
bay, have been granted con¬ 
sent for issue of bonus shares 
worth Rs 4 lakhs. 

Agromore Limited, Banga¬ 
lore, has been granted consent 
for the issue of bonus shares 
worth Rs 2 lakhs. 

Shree Vallabh Glass Works 
Limited, has communicated to 
government of its proposal to 
issue capital under clause 5 of 
the Capital Issues (Exemption) 
Order 1969, to the value of 
Rs 40.34.300 as to Rs 25,34,300 
in equity shares of Rs 100 each 
as rights shares and Rs 15,00,000 
hi 9.5 per cent redeemable cu¬ 
mulative preference shares of 
Rs 100 each to be subscribed 
privately for cash at par to 
finance modernization expan¬ 


sion programme of the com¬ 
pany. 

The Wallace Flour Mills 
Company Limited, Bombay, has 
been accorded consent valid 
for 3 months, to capitalise 
Rs 22,50,000 out of their gene¬ 
ral reserve and issue fully paid 
equity shares of Rs 250 each 
as bonus shares in the ratio of 
one bonus share for every four 
equity shares held. 

The Baroda Rolling Mills Pri¬ 
vate Ltd, Baroda, has been 
granted consent valid for 3 
months for the issue of bonus 
shares worth Rs 1,00,000. 

Gwalior Lamps and Electri¬ 
cals, New Delhi, has made a 
statement of proposal of Rs 
30 lakhs, as to Rs 25 lakhs in 
equity shares and Rs 5 lakhs in 
redeemable cumulative pre¬ 
ference shares, and the same 
has been acknowledged by the 
government. The proposed 
issue is to be utilised for the 
purpose of manufacturing 
general service lighting lamps. 

Bitcorp Private Limited, 
Guntur (AP), has been per¬ 
mitted to issue capital of Rs 
36,60,930 in the form of equity 
shares of Rs 10 each as to Rs 
21.96,560 to be allotted to 
M/s British India Tobacco 
Company, UK at par and as 
consideration for the assets 
taken over from it and shares 
worth Rs 14,64,370 to be issued 
privately to the Indian na¬ 
tionals for cash at par. 

TheSirpur Paper Mills Limi¬ 
ted, Hyderabad, having a sub¬ 
scribed and called up capital of 
Rs 344,60,940, have been ac¬ 
corded consent for the issue of 
Rs 150 lakhs in 7.75 per cent 
debentures of Rs 1000 each 
to be issued as Rs 100 lakhs 
to the public by prospectus for 
cash at a discount not exceed¬ 
ing 10 per cent of the face value 
thereof, on release from the 
Central Bank of India out of 
the debentures of Rs 200 lakhs 
already pledged with them, and 
Rs 50 lakhs to be issued at par 
and pledged as security with the 
New Bank of India. The pro¬ 
ceeds will be utilized for meet¬ 
ing company's requirements for 
financing its expansion in hand 
and also for repayment of cer¬ 
tain loan from Central Bank of 
India. The consent order is 
valid for 12 months only. 
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ERYTHRINA INDICA. 

MACARANGA PELTATA. STEREOSPERMUM CHELANDRIS, 

DIUENIA PENTAGYNA et cetera 
IVhat are they? 

Nothing but a few of the tongue-twisting botanical names of certain soft 
and semi-hard wood species locally known in Keiala as MURUKKU, 
UPPOOTHY, POOPAADIRI, VAZHAPUNNA etc. which are now being 
used as raw material for producing. 

JMlOiY GRADE PLLP. 

Thus Gwalior Rayons helps build up economy of 
Nation by saving nearly fifteen crores rupees worth 
of foreign exchange every year. 



THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD.. 

( PULP DIVISION ) 

BirUkootam •• - MAVOOR — Koxhlkode Dt. 

KERALA 


Gram . "WOODPULP" Calicut 
Phone: 3971-74, Calicut 
Telex. CT—218 
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COMPANY MEETING 



THE VAZIR SULTAN TOBACCO 
COMPANY LIMITED 


Speech by the Chairman 

MR. A. M. LAL 

At the Forty-second Annual General Meeting of the Company 

on January I7 f 1973 
at their Registered office : 

Azamabad, Hyderabad-500020 
Andhra Pradesh 


Ladies and Gentlemen, 

It gives me great pleasure to 
welcome you all to this Forty- 
second Annual General Meet¬ 
ing of the Company. 

During the course of the year 
Mr. D.R. Sundaram, I.A.S., 
the representative of the Go¬ 
vernment of Andhra Pradesh 
on your Board, vacated his 
seat as a Director of this Com¬ 
pany, and 1 take this oppor¬ 
tunity to record my sincere 
thanks for the services rendered 
by him during his tenure. 

The Report of the Directors 
and the Audited Accounts for 
the year ended September 30, 
1972, have been with you for 
sometime, and with your per¬ 
mission, we will take them as 
read. 1 would now call upon 
the Secretary to read the Re¬ 
port of the Auditors. 

The financial year just com¬ 
pleted coincided with the 25th 
anniversary of our country's 
Independence, and on this his¬ 
toric occasion, I think it 
would be appropriate to review 
the performance of your Com¬ 
pany, not just for the year, but 
over a span of time. I feel that 
the activities of the Company 
are perhaps not so well known 
as our main brand “Char- 
minar”, and I am sure it 
would be of interest to share¬ 
holders to know something of 
how the business is being 
managed. 

A Brief History of “Charminar" 

In the middle of the . 17th 
Century, the French traveller 
Thevenot visited Hyderabad 
and was struck by the beauty 


of “that which is called Four 
Towers." Today, the name 
“Charminar" is readily identi¬ 
fied with our brand of cigarettes 
which is perhaps more widely 
known all over India than the 
monument. 

“Charminar" was the State 
emblem stamped on Osmania 
Sicca (the local currency) and 
the late Nizam, confident that 
the Company would manufac¬ 
ture an excellent product, per¬ 
mitted the use of the name and 
the device. Every morning his 
phaeton arrived at the Cigarette 
Factory, and “Charminar" 
cigarettes were placed in a 
golden casket for his personal 
smoking pleasure. 

Some of the brands manufac¬ 
tured by us in the 1930s were 
Yakoob Ali, Qutub, Khila, 
Shah-1 Deccan. Gulbarga, Ka- 
man, Chandbibi, Thari and of 
course “Charminar", which 
cost half-an-anna per packet 
in the State currency. This 
was possible mainly because 
Central taxation was not appli¬ 
cable and local taxes negligi¬ 
ble. 

The next two decades proved 
eventful in our gorwth and 
many of our brands forged 
ahead for a variety of reasons, 
among which mention may 
be made of the distinctive 
smoking characteristics offered, 
the Swadeshi movement which 
focussed attention on indigen¬ 
ous products and the large scale 
movement of troops through 
the Secunderabad Cantonment 
during World War 11. 

Interestingly enough, “Char¬ 
minar*’ really spread beyond 


the confines of the former 
State of Hyderabad in the early 
1950s, when units of the Indian 
Army acquired the taste. 
^Thereafter, demand spread ra¬ 
pidly in various parts of the 
country and, happily for us, 
the appeal and popularity of 
“Charminar" continues to 
grow. 

The 1960s posed greater 
challenges to us, as with our 
expanding business we were 
producing in a day what had 
earlier taken us a whole month! 
“Charminar" crossed the “bil¬ 
lion barrier" (1,000 million 
per month) in 1965 and has 
since maintained its position 
as the market leader. The 
accelerating pace of demand 
provided us with a powerful 
stimulus to revitalise our app¬ 
roach to marketing and attune 
ourselves with greater sensiti¬ 
vity to consumer wants by 
utilising the growing expertise 
in Market Research and Tech¬ 
nology. A number of product 
improvements followed as a 
direct result of research 
findings. 

Our first venture in the filter 
business ‘Vazir Filters" has 
been well received and so has 
"Vijay", a more recent intro¬ 
duction. The development of 
these brands has been held back 
because of the production de¬ 
mands for “Charminar". For 
the export market we have de¬ 
veloped a King-sized Filter ver¬ 
sion of “Charminar", which 
was recently awarded the Sil¬ 
ver Medal at the International 
Monde Selection at Brussels. 
These successful introductions, 
limited though they may be in 
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terms of current sales, give us 
confidence to face the challenge 
of the 70s. Our constant en¬ 
deavour will be to maintain 
the sound and worthwhile tra¬ 
dition of giving onr customers 
the best value for money. 

A Scientific Approach to Pro¬ 
duction 

I would now like to tell you 
something about the place 
where the Company's products 
are manufactured. 

The growth in our Factory 
until the early 60s was mainly 
in one dimension, that of 
producing enough to sell. As 
a result of technological chan¬ 
ges and the growing needs of a 
competitive business we had 4o 
redefine our corporate policy 
to achieve a multi-dimensional 
growth in areas of technology, 
scientific management techni¬ 
ques and utilisation of human 
resources. 

By the application of techno¬ 
logical skills, productivity in the 
Factory has improved very 
substantially. The use of 
statistical quality control tech¬ 
niques deserves special men¬ 
tion. We are perhaps the first 
Company in the cigarette in¬ 
dustry in India to apply these 
techniques on a factory-wide 
basis for evaluating the quality 
of raw materials, packing ma¬ 
terials, the finished product and 
the condition of our equipment, 
which has opened up new vistas 
for further investigation. In the 
60s we undertook the moder¬ 
nisation of plant and machinery 
and the relocation of plant lay¬ 
out based on modern concepts. 
This was executed with the help 
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ot PERT/CPM techniques, 
and for the evaluation of all 
new projects there is a well 
established interdisciplinary 
approach utilising operations 
research and other manage¬ 
ment tools for scientific ana¬ 
lysis. 

Higher productivity and the 
quest for a continuous improve¬ 
ment in operational efficiency 
has not created any redundancy 
in employment. On the cont¬ 
rary, 1 am glad to say that the 
programme of modernisation 
has triggered off the creation 
of new employment opportuni¬ 
ties in jobs where more skills 
are needed. To us in VST., 
this process of creation of new 
jobs with a higher skill content 
is a continuous one, and we be¬ 
lieve that some of the new jobs 
we may be creating in the next 
few years are not even known 
to us today. 

Development of Small Scale In¬ 
dustry 

Our own development is in 
some respects related to the 
development of the community 
we live and operate in and we 
have, therefore, felt it as part 
of our duty to develop ancillary, 
feeder industries in and around 
Hyderabad. We can justifiably 
be proud of the fact that we 
have helped develop over 30 
firms in the Small Scale Sector 
for supplying us machinery 
spares, cardboard containers, 
adhesives and a whole host of 
goods and services under our 
guidance. It is a source of satis¬ 
faction to us to see these small 
sector industries grow around 
us and in some cases, this 
growth has been possible due 
to the sharing of our know¬ 
ledge and extension of our 
financial support to them. It 
is through these firms that 
we have been able to achieve 
import substitution over a 
whole range of machinery 
items. Our Engineering De¬ 
partment deserves a special 
word of praise for the innova¬ 
tion and ingenuity in keeping 
the wheels of production going 
despite the virtual ban on im¬ 
ports. They have been success¬ 
fully engaged in rc-designing 
and re-building machinery to 
replace our old and worn-out 
machines and reduce our de¬ 
pendence on imports. We have 
also shared our knowledge and 
expertise with the smaller ciga¬ 


rette manufacturing units in 
Hyderabad. 

People & Our Management 
Philosophy 

In the early days, the 
Management tended to be pa¬ 
ternalistic towards its em¬ 
ployees, but with the growth 
of Company activities, we had 
to change our managerial 
style to a more participative 
one in order to get all em¬ 
ployees fully involved in the 
Company's operational activi¬ 
ties. 

Business and good traditions 
are built up by people and we 
have learnt the importance of 
this through experience. From 
this has evolved our manage¬ 
ment philosophy, which has 
now been further developed 
by the application of modern 
concepts based on Behavioural 
Sciences. 

The first important step 
towards this kind of scientific 
management was made in 
1958 when the Company 
introduced the concept of Job 
Evaluation and based its wage 
structure on this. In 1961, the 
Union and the Management for 
the first time clarified and 
accepted their rights and 
responsibilities, and these were 
incorporated in the Long Term 
Settlement. 

One of the most significant 
aspects of the Settlement was 
the introduction of the Compre¬ 
hensive Annual Bonus Plan 
based on labour productivity. 
The Plan correlates the benefits 
derived from increased labour 
productivity with labour’s 
group effort. From the Com¬ 
pany’s point of view, the Plan 
has proved particularly wel¬ 
come, since it is in keeping 
with our policy of payments by 
results. It enables workmen 
to earn more through in¬ 
creased productivity rather than 
ask for more—a situation con¬ 
ducive to a greater sense of 
dignity. 

The current comprehensive 
settlement is significant in that 
it is essentially a productivity 
agreement in which there has 
been an attempt to go beyond 
the settlement of Union’s Char¬ 
ter of Demands. In this settle¬ 
ment, both the Union and 
Management have agreed'to 
utilise the skills and knowledge 
of Industrial Engineering/O & 


M/Work Study and other al¬ 
lied management techniques 
before finalising new processes 
affecting employees. 

These new concepts and, in 
particular, our Bonus Plan 
has resulted in the productivity 
of our workers going up by 75 % 
and the bonus quantum by 
216%. It is worth mentioning 
here that the aggregate aver¬ 
age monthly earnings have 
gone up by as much as 120%, 
All this has been achieved in 
the last 12 years. 

Development of Technical 
Skills 

An essential part of improv¬ 
ing productivity has also been 
a systematic training and edu¬ 
cation programme for all levels 
of employees. In order to do 
this effectively, wc have done 
a managerial audit to reveal 
the total Company training 
requirements and have created 
a climate for individuals to de¬ 
velop in the work situation. 
We have also provided in-plant 
training through our own 
Technical Training Centre 
which has so far trained over 
50% of our machine operators, 
besides technical supervisory 
personnel. The imparting of 
instruction in accordance with 
the Skills Development Me¬ 
thod (S.D.M.) has been used 
to good advantage by de¬ 
veloping perceptual skills and 
speeding up the whole process 
of learning. In addition, we 
have been making extensive use 
of outside agencies such as the 
National Institute for Training 
in Industrial Engineering, the 
National Productivity Council 
and Technical Schools. This 
investment in training has paid 
handsome dividends in terms of 
job enrichment, increased effi¬ 
ciency, reduced wastage, higher 
output and increased earnings 
to our employees. 

Partnership with the Workmen's 
Union 

All this has been possible 
because of our participative 
style of management which 
has resulted in the close co¬ 
operation of the Union whose 
own activities deserve special 
mention. The Union has its 
own office and building and 
started a recognised High 
School way back in 1956. The 
Union also runs a Provident 
and Mutual Aid Co-operative 


Society and a Co-operative 
Housing Society- Recognis¬ 
ing the need for technical train 
ing, the Union decided to have 
a Technical School, the foun¬ 
dation stone for which was laid 
by Prime Minister, Smt. Indira 
Gandhi, in 1966. To enable the 
Union Officials to manage their 
affairs more effectively the 
Company has encouraged them 
to visit establishments and 
attend Courses and Seminars 
in order to widen their know¬ 
ledge and experience. 

There are several Trusts, 
managed jointly by the Union 
and the Company, to promote 
educational, cultural and wel¬ 
fare activities. To mark the 
Silver Jubilee of our country’s 
independence and in keeping 
with the need of the times, an¬ 
other Trust has been started 
this year to provide scholar¬ 
ships and stipends to deserv¬ 
ing children of our employees 
for higher technical education. 

Employment of the Handi¬ 
capped 

I would like to end these few 
paragraphs on people by tell¬ 
ing you of the decision taken 
some years ago to offer em¬ 
ployment to handicapped per¬ 
sons. A survey was made of 
all jobs in the Factory to see 
where the blind and the dis¬ 
abled could be gainfully em¬ 
ployed. Each year the number 
so employed has increased and 
you will be happy to know that 
the President of India has 
thought it fit to give us an 
award and a citation. This 
year, we received a Certificate 
of Recognition from the Indian 
Society for the Rehabilitation 
of the Handicapped. We are 
specially proud of the fact that 
one of our blind employees re¬ 
ceived a Certificate of Merit for 
being an outstanding workman. 

Service to the Farmer 

Let me now devote a few 
minutes to our tobacco leaf 
operations which have been 
a major area of development. 

In the prc-Independcnce 
days, your Company obtained 
all its tobacco leaf supplies 
from coastal Andhra. After 
the integration of the erstwhile 
Hyderabad State in the Union 
of India, it was decided to en¬ 
courage its farmers to take up 
. the cultivation of this crop 
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in suitable soils. From an 
initial few hectares then the 
crop coverage has grown to 
10,500 hectares and during this 
period, yields have tripled. 

This achievement is in a 
large measure due to the effi¬ 
cient extension services of our 
Leaf Department, given freely to 
all tobacco farmers in the form 
of expert technical guidance on 
fanning methods, crop rotation 
and assistance in the shape 
of loans and credit for the pur¬ 
chase of fertilisers, pesticides, 
insecticides, curing barns and 
other materials. Carefully 
selected tobacco seed is also 
given to the farmers free of 
cost, to ensure the main¬ 
tenance of quality. 

The work on development 
continues on what were former¬ 
ly barren lands, with a pro¬ 
gressive increase in fertility. 
Farmers have learnt that food 
crops which follow tobacco 
have increased yields by 30 
to 40% owing to the residual 
effect of the tobacco fertilisers 
and modern farming methods 
The contribution of our leaf 
operations to employment is 
also considerable, as 14,000 far¬ 
mers are engaged in growing 
tobacco in Telcngana, which 
provides seasonal work to seve¬ 
ral thousands of people, both 
on the farms and at our 
tobacco buying and packing 
centres. 

In money terms, it would 
interest you to know that cur¬ 
rently your Company is in¬ 
jecting into the rural econo¬ 
my of the State just over Rs. 
4 crores annually, which has 
helped in raising the living 
standards of these farming 
communities. 

We have under way our ex¬ 
perimental programme directed 
towards developing new types 
of tobacco for internal con¬ 
sumption as well as non-tradi- 
tional types for export. A 
modest beginning has already 
been made in this development 
and we hope it will result in 
obtaining more export orders. 

Trading Results 

The financial performance 
of your Company is one area 
in which there in no need to 
elaborate, as all the relevant 
data is to be found in the an¬ 
nual published Accounts. Turn¬ 
over has further increased to 


Rs 57.41 crores. Though there 
has been an improvement 
in the gross trading profit, the 
net profit, after tax, has come 
down marginally from Rs. 
82.27 lakhs to Rs. 81,78 lakhs, 
as a result of increases in ex¬ 
cise duties and taxation. Your 
Directors consider this to be 
satisfactory and have recom¬ 
mended the maintenance of the 
dividend at the same level as 
in the previous year. 

The Preference Shareholders 
will, no doubt, have been 
pleased to learn that the Com¬ 
pany will redeem these shares 
on or after March 31, 1973. 

The Future 

Let me conclude with a few 
words concerning the future. 
As you will see from my review 
of progress and growth, your 
Company is in good shape, 
and in all matters within our 
control, there is no reason why 
we should not continue to do 
well. None of us, however, can 
ignore the environment in 
which wc function. The failure 
of the Monsoon for the third 
consecutive year in some parts 
of the country has and is going 
to lead to further economic dist¬ 
ress and suffering. Conditions 
in some neighbouring districts 
of Andhra and Maharashtra 
arc particularly grim, and we 
can only hope and pray for a 
good Monsoon this year. In 
many ways this is going to be a 
very difficult year, with an acute 
water shortage, power cuts and 
rising inflation. In such a 
situation, the prosperity of your 
Company is dependent on the 
well-being of the people who 
support us. We should be rea¬ 
listic about what lies ahead and 
at the same time have confi¬ 
dence in the ability of the Na¬ 
tion and the resilience of its 
people to overcome these prob¬ 
lems as we have in the past. 

1 feel privileged to serve the 
Company, its employees and 
our customers who, by their 
solid support, have made my 
task so much easier. May I 
also express my thanks to all 
shareholder and to those of 
you who have taken the time to 
attend this meeting. 

Notes: This does not pur¬ 
port to be a record of the pro¬ 
ceedings of the Annual Gene¬ 
ral Meeting. 
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Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 
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The versatile floor-covering | For better living 

India Linoleum. Ltd., 
P.O. Birlapur, a, Pargana., West Bengal. 
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Approach to the 
fifth Plan— 
1974*79 

At a two-day meeting of the 
National Development Coun¬ 
cil held in the capital on 
January 19 and 20, “Approach 
to the Fifth Plan, 1974-79", 
was presented to the members. 
The basic objectives of the 
fifth five-year Plan as outlined 
in this document are removal 
of poverty and attainment of 
economic self-reliance. 

The Prime Minister, Mrs 
fndira Gandhi, who welcomed 
the Chief Ministers to the 
meeting of the National Deve¬ 
lopment Council said that the 
plans of this country were as 
good as their implementation. 
The government would be 
judged by the results it was 
able to achieve. “There should, 
therefore, be no distraction, 
no faltering from cfForts to 
attain our two major objec¬ 
tives, removal of poverty and 
attainment of self-reliance", 
she added. 

The Approach Paper is divid¬ 
ed into twelve sections which 
deal separately with basic 
objectives, removal of poverty, 
employment, national pro¬ 
gramme for minimum needs, 
self-reliance, rate and pattern 
of growth, financial resources, 
development outlays, prices, 
wages and income, regional 
imbalances, backward classes 
and implementation. It will be 
published in these columns in 
full. In the following pages arc 
given the sections dealing with 
basic objectives, removal of 
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poverty, employment, national 
programme for minimum 
needs, self-reliance and rate 
and pattern of growth. The 
remaining sections will be 
printed in our issues dated 
February 2 and February 9. 

The full text follows: 

I 

Basic Objectives 

Removal of poverty and 
attainment of economic self- 
reliance are the two major 
tasks which the country has 
set out to accomplish. It 
must, at the same time, 
firmly move forwards towards 
consolidation of the democra¬ 
tic political order, prevention 
of concentration of economic 
power, reduction of disparities 
in income and wealth, attain¬ 
ment of balanced regional 
development, and spread of 
the institutions, values and 
attitudes of a free and just 
society. The establishment of 
a fully democratic and socialist 
society has been accepted as 
the only means for the realisa¬ 
tion of these goals. This has 
become the basic premise of 
our Five Year Plans. The 
Fifth Plan 1974-79, must take 
the country another major step 
forward along the chosen 
course. 

II 

Removal of Poverty 

Economic development dur¬ 
ing the two decades since the 
inception of planning has re¬ 
sulted in a sizeable increase 
in average per capita income, 
i here is no doubt that living 
conditions have improved 
everywhere, even in the most 
backward districts. Yet large 
numbers have remained poor. 
The existence of poverty is in¬ 
compatible with the vision of 
an L advanced, prosperous, 


democratic, . egalitarian and 
just society implied in the con¬ 
cept of a socialist pattern of 
development. In fact, it holds 
a potential threat to the unity, 
integrity and independence of 
the country. Elimination of 
poverty must, therefore, have 
the highest priority. 

2. Poverty level has to be 
defined in terms of a minimum 
level of consumption. In the 
Fourth Plan document, private 
consumption of Rs 20 per 
capita per month at 1960-61 
prices was deemed a minimum 
desirable consumption stand¬ 
ard. At present day (October 
1972) prices, the corresponding 
amount would be about Rs 40. 
Elimination of poverty requires 
that large numbers of our 
people living below the po¬ 
verty level must be enabled to 
have access to the minimum 
private consumption envisaged 
above. The intensity of the 
problem and the proportion 
of the affected population vary 
from region to region. But in 
every region poverty is still a 
major problem. 

3. The twin causes of po¬ 
verty are underdevelopment 
and inequality. It is inad¬ 
missible to ignore or underplay 
either factor. A large propor¬ 
tion of the population has 
to go without even the most 
essential needs of daily life 
because total national income, 
and hence aggregate consump¬ 
tion, is too small relatively to 
the enormous size of the po¬ 
pulation and, secondly, the 
distribution of this income and 
consumption is very uneven. 
The problem cannot be over¬ 
come within the foreseeable 
future by efforts in one direc¬ 
tion only. No rate of growth 
that can be realistically envi¬ 
saged could make a major 
impact on the problem within 
the foreseeable future if in¬ 
equality remains as acute as at 
present. Nor could any fea¬ 
sible egalitarian policies after 
the position significantly in the 
absence of an accelerated rale 
of growth. Growth and reduc¬ 
tion in inequality are both 
indispensable to a successful 
attack on mass poverty. 

Growth 

4. One reason for the failure 
of planning to make a major 
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dent on poverty has been the 
inadequate rate of growth. 
The first decade 1951*60 achi¬ 
eved a trend rate of growth 
of only 3.8 per cent and the 
second decade 1961-70, only 

3.7 per cent. Obviously, against 
a high rate of growth of popula¬ 
tion, these rates of growth of 
the economy could not bring 
about the required improve¬ 
ment in living standards. The 
Fourth Plan accordingly visua¬ 
lised a steady and substantial 
step up in the pace of develop¬ 
ment. 

The postulated average rate 
of growth, in terms of net 
domestic product, was 5.7 
per cent for the Fourth Plan 
period, 6.2 per cent for the 
seven year period 1974-75 to 
1980-81, and 6.5 per cent 
thereafter. At the same time, 
the rate of growth of popula¬ 
tion was postulated to decline 
from the estimated 2.5 per 
cent during the Fourth Plan to 

1.7 p~r cent by 1980-81. This 
was on the assumption that, 
as a result of an active family 
planning programme, the birth 
rate will decline from 39 per 
thousand of population in 
1968 to 25 in 1980-81 while 
the death rate will decline 
from 14 to 9 over the same 
period. The strategy for eli¬ 
mination of poverty thus rested 
on two major factors, a rising 
rate of growth of domestic 
product combined with a dec¬ 
lining rate of growth of popu¬ 
lation. 

5. The actual performance 
of the economy in the Fourth 
Plan period in respect of the 
rate of growth of domestic 
product shows a substantial 
shortfall. This is mainly 
accounted for by two factors. 
Industrial production has been 
growing much slower than the 
8-10 per cent annual rate en¬ 
visaged in the Plan. Agricul¬ 
ture which was doing well for 
the first two years of the Plan 
had a setback during the third 
year. On account of adverse 
weather conditions, there is a 
possibility of a further decline 
in production in 1972-73. 
There have been substantial 
shortfalls in some other areas 
also. On current anticipations, 
the average rate of growth for 
the five-year period will be 
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below 5 per centos against 5.7 
per cent envisaged in the Plan. 

6. In the long-term perspec¬ 
tive delineated in the Fourth 
Plan, a rate of goowth of 6.2 
per cent was postulated for 
the Fifth Plan. The actual 
performance of the economy 
during the Fourth Plan period 
suggests that this rate may not 
be attainable. A lowering of 
sights seems inescapable. After 
taking full cognisance of the 
current factors inhibiting 
growth, of the long-term needs 
of the economy, and of the 
possibilities inherent in the 
diversified agro-industrial base 
already created, a five and half 
per cent of growth in gross 
domestic product has been 
postulated as the appropriate 
growth rate for the economy 
for the period of the Fifth 
Plan. 

Reduction in Inequality 

7. While a higher rate of 
growth than that achieved in 
the past is a necessary condi¬ 
tion for the removal of pover¬ 
ty, it is by no means a suffi¬ 
cient one. In the Fourth Plan 
document, it was shown that 
if the pattern of inequality in 
consumption remained the 
same as observed in 1967-68, 
even with the high rates of 
growth postulated for the 
period 1969-70 to 1980-81, the 
second poorest decile of the 
population would have a per 
capita consumption of about 
Rs27 per month at 1968-69 
prices in 1980-81. Measured 
at 1960-61 prices, the level of 
consumption will amount to 
Rs 15 per month. Thus, even 
fairly rapid growth sustained 
over a decade would fail to 
raise the consumption level of 
the second poorest decile to 
Rs 20 per capita per month at 
1960-61 prices which was 
deemed to constitute a mini¬ 
mum desirable consumption 
standard. Clearly, therefore, 
a growth oriented strategy 
must have woven in it a series 
of redistributive measures. 
This requires planning not 
only for a high growth rate 
but also for a particular 
composition of growth which 
favours the weaker sections of 
society. The desired compo¬ 
sition of the growth process 
can be obtained by following 
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a policy of massive employ* 
ment generation which will 
sustain and will be sustained 
by much greater availability of 
goods and services of mass 
consumption. It is also essen¬ 
tial to augment social con¬ 
sumption and investment with 
a view to maximising the effi¬ 
ciency and productivity of 
vast numbers as well as to 
improve the quality of their 
life. In fashioning these pro¬ 
grammes of social consump¬ 
tion and employment genera¬ 
tion, it is essential to attach 
high priority to the develop¬ 
ment of backward regions and 
classes. In fact, any effective 
programme for reduction of 
inequality must have as its 
essential component policies 
which seek to operate selec¬ 
tively on classes and regions 
which have been lagging be¬ 
hind. The appropriate com¬ 
position of growth must accor¬ 
dingly be defined not merely 
in terms of goods and services: 
it must also ensure that the 
relatively backward areas and 
classes will have their due 
share in rising production and 
expanding incomes. 


Growth of Population 

8. The high rate of growth 
of population constitutes an 
important constraint on pro¬ 
gress towards removal of po¬ 
verty. It has an adverse effect 
on domestic saving which is 
detrimental to the growth of 
the economy. There is, in 
addition, an adverse impact 
on the pattern of growth, for 
the needs of sheer subsistence 
have to be given a greater 
weight. The higher the rate 
of growth of population, the 
lower is the rate of growth of 
per capita income correspon¬ 
ding to a particular rate of 
growth of national income. 
For all these reasons the ob¬ 
jective of removal of poverty 
calls for more effective res¬ 
traints on tbe growth of popu¬ 
lation. The family planning 
programme needs to be eva¬ 
luated carefully with a view 
to evolving a package of 
practices that hold better pro¬ 
mise. The large provision of 
Rs 560 crores for family plan¬ 
ning in the Fifth Plan should 
provide the means to put 


through a more effective pro¬ 
gramme. 

Removal of Poverty 

9. In India, poverty is too 
big and complex a problem to 
be overcome within the span 
of a single five-Year Plan. But 
the compulsions of the present 
situtation dictate that the fifth 
Plan should be so oriented as 
to speed up the process of re¬ 
moving poverty and fulfilling 
the people’s expectations. In 
situations involving massive 
underutilisation of human re¬ 
sources, a higher growth rate 
and an increased equality in 
terms of consumption are 
mutually compatible objectives 
if planning and implementation 
are conceived along appro¬ 
priate lines. The postulated 
rate and pattern of growth in 
the Approach Document, the 
concern for freeing the deve¬ 
lopment process from depen¬ 
dence on foreign aid, the stress 
on a more effective and inte¬ 
grated population policy, the 
emphasis on employment op¬ 
portunities, the provision for 
a National Programme of 
Minimum Needs, the accent 
on uplift of backward classes 
and development of backward 
regions, and the envisaged 
public procurement and dis¬ 
tribution system to ensure 
availability of essential goods 
to the poorer sections of the 
population at reasonably stable 
prices have all been conceived 
as mutually reinforcing instru¬ 
ments of policy. Removal of 
poverty over a reasonable 
period of time thus constitutes 
the key aim of the fifth Plan. 

10. It is necessary to recog¬ 
nise the enormity of the task 
of removing poverty. Even the 
best of plans will not take the 
country to its objective unless 
a number of conditions are 
fulfilled. The foremost need is 
of hard work in a spirit of 
robust self-reliance—in field, 
factory and office. There has 
to be social discipline in all 
walks of life and activity. 
Sacrifices will need to be made, 
particularly by those better 
placed to bear them. There has 
to be a pervading awareness 
of the issues involved and of 
the contribution every citizen 
has to make in meeting the 
challenge of poverty. It will 
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call for great perseverance in 
the face of possible setbacks. 
Removal of age-old poverty 
can by no means be easy or 
swift. The nation must be pre¬ 
pared to back up its resolve by 
determined action. 


Ill 

Employment 

India experienced a popu¬ 
lation explosion in the 1950's. 
The rate of growth, per thous¬ 
and of population, for 1951- 
61 shot up to 21.64 as against 
13.31 for the preceding decade. 
The period 1961-71 has shown 
a further increase in this rate 
to 24.8. As a sequel to this, 
with a time lag of 15 years, the 
country has entered a period 
of labour-force explosion. The 
babies of yesterday have grown 
to become job-seekers of today. 
Even if family planning begins 
to show spectacular results, 
which it has not done so far, 
its impact on additions to the 
labour force will be felt only 
after 15 to 20 years. In the 
meantime, the country has to 
withstand the labour-force ex¬ 
plosion and plan to transform 
this serious threat to growth 
and stability into a powerful 
aid to progress. That is the 
crux of the employment pro¬ 
blem. 

2. Expansion of productive 
employment opportunities is 
crucial to accelerated growth 
and reduced inequality. Idle 
manpower—the unemployed, 
the under-employed and the 
very thinly employed* is a vast 
potential resource for develop¬ 
ment. If utilised, it could give 
a powerful stimulus to growth. 
At the same time, since a major 
cause of inequality is mass 
unemployment, under-employr 
ment and very thin employ¬ 
ment, the most effective way 
to deal with it is to provide 
vastly expanded employment 
opportunities at reasonable 
income levels. Employment is 
the surest way to enable the 
vast numbers living below the 
poverty level to rise above it. 
Conventional fiscal measures 
for redistribution of income 
cannot, by themselves, make a 

♦Those earning meagre incomes 
from low productivity employment. 
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significant impact on the pro¬ 
blem. 

3. Employment is of two 
basic types: wage employment 
and self-employment. While 
wage employment has been 
growing, self-employment still 
accounts for the bulk of total 
employment. The employment 
policy must aim at expanding 
both wage-and self-employ¬ 
ment and raising their pro¬ 
ductivity. The fifth Plan en¬ 
visages substantial additional 
opportunities for wage-employ¬ 
ment in the non-agricultural 
sectors-construction, mining 
and manufacturing; genera¬ 
tion, transmission and dis¬ 
tribution of electricity; trans¬ 
port and communications; 
trade, storage, banking and 
insurance; and social services. 
Expanded, fuller and more 
productive self-employment is 
anticipated in the agriculture, 
cottage industry, road trans¬ 
port, trade and services sectors. 

4. The employment potential 
of a given rate of growth 
can be enlarged by choosing 
a product pattern which is 
labour intensive in character 
or adopting a technology that 
substitutes scarce capital or 
land by labour. In the Indian 
situation, possibilities of creat¬ 
ing substantial additional 
wage-employment by changing 
the product pattern of manu¬ 
factured goods in a labour- 
intensive direction in the 
organised sector of the econo¬ 
my appear to be rather limited. 
Similarly, apart from encourag¬ 
ing multiple shifts, the possi¬ 
bilities of creating additional 
demand for wage-labour thro¬ 
ugh economically permissible 
changes in technology in this 
sector would also appear to be 
small. It is more promising to 
think of generating additional 
employment by undertaking 
area based land improvement 
programmes or by giving in¬ 
centives to small units in 
sectors where these have the 
potentiality to be competitive 
with large-scale units. Recog¬ 
nition of these facts led to the 
introduction of several “em¬ 
ployment-oriented” schemes in 
the fourth Plan. In the Fifth 
Plan, it is expected that these 
schemes will be designed in a 
manner that will lead to the 
maximum possible creation of 


durable productive assets while 
ensuring that their employment 
content does not thereby get 
diluted. With these two basic 
objectives in view, programmes 
will need to be worked out so 
as to subsume the, current 
schemes as integral parts of 
the development process for 
each sector. 

5. Construction activity is 
highly labour-intensive. ' For 
generating additional employ¬ 
ment, it can be treated as a 
leading sector. The expansion 
of construction activity is link¬ 
ed with increase in gross fixed 
capital formation. Taking the 
position as on the construction 
site, the two components of 
gross fixed capital formation 
are construction and installa¬ 
tion and machinery and equip¬ 
ment. The ratio between the, 
two, in terms of cost, varies 
from sector to sector. For the 
economy as a whole, with the 
sort of inter-sectoral distri¬ 
bution of gross fixed invest¬ 
ment envisaged for the fifth 
Plan, construction would acco¬ 
unt for more than half of the 
total on-site cost of fixed capi¬ 
tal formation. The gross value 
added in this sector is expected 
to increase at an annual rate 
of 8.2 per cent. On account 
of the highly labour-intensive 
character of this sector, the 
wage-bill and employment in 
this sector may also be estimat¬ 
ed to grow at roughly the sume 
rate, provided undue mecha¬ 
nisation is avoided. A further 
acceleration in employment 
generation in this sector will 
require a higher rate of capital 
formation and, consequently, 
a higher marginal rate of sav¬ 
ing than is envisaged in the 
fifth Plan. 

6. The growth in the output 
of a sector is the product of 
increase in employment and 
improvement in labour pro¬ 
ductivity in that sector. In our 
conditions, over a five-year, 
period, the improvements in 
labour productivity, generally, 
would be fairly modest. The 
rate of growth of output of a 
sector should, therefore, pro¬ 
vide a rough indication of the 
likely expansion of employ¬ 
ment in that sector. In the 
principal sectors employing 
wage-labour, other than cons¬ 


truction, the envisaged rates 
of growth of output in the 
fifth Plan period are: mining 
and manufacturing, 8.3 per 
cent; transport and communi¬ 
cations, 6.2 per cent; electri¬ 
city, 10.6 per cent; banking 
and insurance, 7.4 per cent; 
public administration, 5.2 per 
cent; and forestry, 6,4 per 
cent. The rate of expansion of 
employment in each case 
would be below the rate of 
growth of output, depending 
upon the improvement in pro¬ 
ductivity in that sector. 

Self-employment 

7. An assessment of the ad¬ 
ditional wage-employment like¬ 
ly to be generated in the fifth 
Plan period shows that the 
total will fall short of the esti¬ 
mated increase in the labour 
force. There are, in addition, 
the vast numbers of the pre¬ 
existing unemployed, the 
under-employed and the very 
thinly employed. The only way 
to draw these people into pro¬ 
ductive work would be to sup¬ 
plement additional wage-emp¬ 
loyment by vastly expanded 
opportunities for self-employ¬ 
ment. Doubtless the growth of 
self-employment on a remune¬ 
rative basis cannot be divorced 
from the growth of commodity 
production. Since the pattern 
of growth visualised in the 
fifth Plan, emphasizes a high 
rate of growth for the agricul¬ 
tural sector as a whole, subs¬ 
tantial possibilities for addi¬ 
tional self-employment have 
been envisaged. Success in this 
direction will depend on achi¬ 
eving the required growth 
rates in agricultural and in 
allied activities. This is more 
so because agriculture has a 
two-fold role in the process of 
employment creation. It needs 
labour on a large scale for 
itself while, by producing the 
principal wage good, it helps 
in sustaining higher levels of 
'employment in other sectors of 
economy. 

8. Some two-thirds of the 
population are engaged in 
agriculture. About two-thirds 
of the additional labour force 
will be generated in this seg¬ 
ment of the population. In 
agriculture the incidence of 
unemployment, under-employ¬ 


ment and very thin employ¬ 
ment is high, particularly 
among the agricultural wor¬ 
kers, and marginal and small 
farmers who have a poor re¬ 
source base of land and 
capital. At the present pace of 
industrialisation, any mass- 
scale transfer of the labour 
force from agriculture to non- 
agricultural sectors is ruled 
out. The growing labour force 
in agriculture has to be provid¬ 
ed with fuller employment 
within agriculture. A redis¬ 
tributive land reform derives 
its basic rationale from this 
consideration. 

9. Land is the basic means 
of production for agriculture 
and allied activities. But it is 
irreproducible. The only way 
to provide land to those who 
have little of it is do that at 
the expense of those who have 
relatively too much of it or 
those who, being principally 
engaged in other activities, 
need not cling to it. Arising 
out of these considerations, 
emphasis has been laid on land 
reform measures as a matter of 
high priority. The necessary 
legislation is to be enacted 
and implemented by December 
1973. Secondly, it has been 
decided that, in distributing 
the surplus land, the landless 
agricultural workers must have 
priority. Thirdly, those who 
have the land transferred to 
them must be given support 
in organisation, credit, inputs 
and extension facilities to make 
a success of their husbandry. 
There are no technological 
barriers to a small holding 
achieving high productivity per 
unit of land, some of the 
highest yields in the world as 
of rice in Japan and cotton in 
Egypt have been obtained in 
an agriculture characterised by 
small holdings. Experience in 
India also provides ample 
confirmation that small hold¬ 
ings can give high yields. In 
the Plan reasonable provision 
has been made for support 
programmes to the farming 
population. It is necessary to 
ensure that the existing and 
the would-be marginal and 
small farmers benefit from 
them. 

10. The recent technological 
break-through has significafit- 
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Megawaits of pcwer si 
ta be distributed- 


Could G.EC. 
help? With giant 
ransformers 
and distribution 
equipment. 


Even now, after sunset, the major portion 
of the heartland of India is swamped in darkness. 
Switched-on light is still a dream-of-luxury in 
most villages. And children straining to study next 
to a lantern is an everyday reality. The need for 
megawatts of power is therefore immediate on all 
fronts—in villages as well as for countrywide 
industrial growth. 

But how can G.E.C. help here ? 

Quite simple really. Because G.E.C. has not 
only an enviable past record of vital involvement 
in many of the nation's power development 
projects, but it also has on tap international G.E.C. 
know-how, the expertise, the latest equipment 
and vast resources. 

In other words, G.E.C. is ready to continue 
playing a key role in India's power development 
efforts. Today, and tomorrow. 



THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 

TOAtr* MARK SfC PERMITTED V5ER-THE OENpRAL ELECTRIC COMPANY OF INDIA UMITfO 


Eastern economist 
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Milk co-operatives 

as an instalment for creating new jobs 


Survey of 
two villages in Kaira’ 
traces half their income 


to milk 



Rearing milk cattle has become as important an occupation as agriculture in many 
villages in Kaira. In villages with milk co-ops, slightly over half the income is from 
milk, as against 20% in villages without milk co-ops. 


Apart from raising village incomes, milk co-ops have created more jobs in villages, 
in collection centres, in cattle feed plants and in animal husbandry services. 

With mechanisation of farming displacing people from agriculture, it is imperative 
that villages should offer alternative-opportunities for employment. The traditional 
farmer is under-employed in any case. Dairying offers a part solution to both 
problems. 


•This survey was conducted by the Department of Economics, Sardar Patel Univenity, VaUabh Vidyanagar. 
Tkt computed income included remittances from relatives in Africa. 


Amu! has shown the way. 


eastern economist 
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ly enlarged the scope for in- 
, tensification of agriculture. 
Yields large enough to raise 
the cultivators above the po¬ 
verty level can be obtained on 
foirly small holdings* Even 
those having tiny noldings, 
can, if they use these as a base 
for developing subsidiary acti¬ 
vities, earn enough income re¬ 
quired for a minimum level of 
consumption. For the first 
time removal of rural poverty 
within a foreseeable period has 
become a practical proposition. 
Taking note of this, the Plan 
has made adequate provision 
for major, medium and minor 
irrigation, fertilisers, pesticides, 
research and extension, post¬ 
harvest operations and credits 
to support and extend the new 
technology. Much greater 
stress will be laid on animal 
husbandry, dairying and fishe¬ 
ries for which a substantial 
(and base is not a pre-requi¬ 
site. In the interest of ex¬ 
panding employment in agri¬ 
culture, it is envisaged that 
there should be no indiscrimi¬ 
nate mechanisation. Only 
such mechanisation as adds to 
overall yield per unit of land, 
rather than merely saves la¬ 
bour, will be encouraged. The 
employment consideration 
would be relevant to the choice 
and modes of prophylactic 
spraying on crops and modes 
of cultivation and harvesting. 

11. Agriculture in rain-fed 
areas presents a more formid¬ 
able problem. Here agricul¬ 
ture is not only low yielding 
but also precarious and poverty 
is acute and widespread. These 
areas account for some of the 
poorest and most backward 
regions. In the past the focus 
of the overall agricultural deve¬ 
lopment etTort was, to a large 
extent, on areas with the maxi¬ 
mum promise of agricultural 
growth. In the Fifth Plan, 
while intensive agricultural 
programmes such as multiple 
cropping and high yielding 
varieties programme generally 
based on irrigation will conti¬ 
nue to receive attention, it will 
be necessary simultaneously to 
plaee stress on agricultural 
programmes in rain-fed and 
other less promising areas. 
The fourth Plan provided for 
(i) intensification of research 
into improved dry—farming 


technology, and (ii) pilot pro¬ 
jects for testing the efficacy of 
the new technology and for 
providing demonstration-cum- 
training in this technology. 

The progress so far has been 
rather slow on account of, 
among other things, a late 
start, personnel problems and 
absence of effective tie-up bet¬ 
ween the pilot projects and the 
research centres. It is propos¬ 
ed to intensify efforts towards 
evolution and propagation of 
appropriate dry farming tech¬ 
nologies. Many of these areas 
are very suitable for the deve¬ 
lopment of animal husbandry 
which will receive added em¬ 
phasis. Intensive efforts to 
develop animal (husbandry in 
the rain-fed areas could make 
an appreciable addition to the 
incomes of the rural poor. 
Finally, public rural works will 
have to form an important 
component of the employment 
generating activities in dry 
farming and other rural areas 
where normal programmes of 
agricultural development are 
not likely to make a significant 
impact. 

12. In recognition of the 
considerations mentioned 
above, certain special program¬ 
mes such as SFDA and MFAL 
projects. Crash Scheme for- 
Rural Employment and 
Drought-Prone Areas program¬ 
mes were initiated in the Fourth 
Plan. By and large, these pro¬ 
grammes were conceived in 
isolation and their operations 
were locationally dispersed. In 
the Fifth Plan, it will be neces¬ 
sary not only to accelerate the 
pace of implementation of 
these programmes but also to 
make distinct operational im¬ 
provements. The experience 
with these programmes has 
shown that, if an impact is to 
be made, the development pro¬ 
grammes in general and the 
special programmes in parti¬ 
cular will have to be integrated. 
In these areas, an effort to¬ 
wards integrated area develop¬ 
ment will be necessary condi¬ 
tion for improving the econo¬ 
my of small and marginal far¬ 
mers and agricultural labour¬ 
ers. Such integrated rural 
development programmes will 
vary in terms of different land 
and water resource situations 


and will have to be tailored to 
suit the local conditions. 

13. In a few areas, small 
beginnings have been made to¬ 
wards providing an employ¬ 
ment guarantee for manual 
workers. More recently, in 
fifteen Community Develop¬ 
ment Blocks, it has been 
decided to initiate certain ac- 
tion-ci/m-study projects for 
intensive employment as part 
of the crash»scheme for rural 
employment. In view of the 
overall strategy for the Plan 
which aims at ensuring mini¬ 
mum consumption level to the 
poor strata of society, an effec¬ 
tive employment guarantee 
scheme can be a very important 
instrument of policy since it 
will exercise the maximum 
possible beneficial impact on 
the economic condition of 
agricultural labours who cons¬ 
titute a significant part of the 
rural population. It is hoped 
that the experience gained 
from the pilot projects can be 
used for extending the cover¬ 
age of the programme in the 
Fifth Plan. 

14. Village and small indus¬ 
tries, road transport, retail 
trade and the service occupa¬ 
tion are the other areas where 
expansion of self-employment 

^is envisaged. These sectors 

*4re of considerable importance 
for ensuring fuller employment 
to an important segment of the 
population, namely, the urban 
population, the educated and 
the technically trained, the 
village artisans and other 
landless elements in the rural 
areas. Task forces have been 
set up to identify the problems 
and the growth potential of 
handicrafts and village and 
small-scale industries. Possi¬ 
bilities of increasing the earn¬ 
ings of rural craftsmen by or¬ 
ganising effective marketing 
services are also being examin¬ 
ed. In the light of these re¬ 
commendations, effective mea- 

• sures will be worked out to 
impart new vigor and dyna¬ 
mism to these industries. 

Employment and Inter-Sectoral 
Balance 

15. In evaluating the em¬ 
ployment implications of deve¬ 
lopment in a particular field, 
it is necessary to take into 


account its total impact. A 
partial view can be misleading. 
The total impact consists of ; 
(i) employment generated dur¬ 
ing the construction phase of 
the project; (ii) employment 
involved in the operation of 
the facility; and (iii) employ¬ 
ment made possible, or 
brought to an end, in other 
linked sectors. Construction 
being generally labour inten¬ 
sive, the employment impact 
during the construction phase 
varies with the proportion of 
construction in total fixed 
capital formation. The higher 
this proportion, the greater will 
be the employment impact. 
In the operation stage, the em¬ 
ployment effect varies with the 
capital intensity of technology 
on which the facility is based. 
The more capital-intensive the 
technology, the Jess will be the 
employment generated in ope¬ 
rating the facility. Finally, the 
employment impact on other 
sectors depends upon the 
intensity of the backward and 
forward linkages that this 
project has with these sectors 
and whether these linkages are 
positive or negative. 

16. For the reasons given 
above, the three components 
of the total employment impact 
vary in intensity and some¬ 
times even in direction, as be¬ 
tween different fields of deve¬ 
lopment. A hydro-electric 
project, for instance, generates 
a lot of employment during the 
construction phase, both 
directly and through backward 
linkages with industries provi¬ 
ding the required materials 
and equipment. The number 
engaged in operating the facility 
may be much smaller. The 
power made available to ener¬ 
gise irrigation pumps, move the 
wheels of industry and meet 
the requirements of service 
occupations may, once again, 
expand employmeut opportuni¬ 
ties in these sectors. The total 
employment impact of a ferti¬ 
liser plant is broadly similar— 
considerable employment ge¬ 
neration during construction, 
relatively limited employment 
opportunities in operation*, 
and a powerful impact on the 

•In resnect of employment oppor¬ 
tunities for the highly skilled per¬ 
sonnel, the operation phase of a 
fertiliser plant is important. 
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Milk co-operatives 

as an instrument for creating new jobs 


Survey of 
two villages in Kara' 
traces half their income 

to mlk 



Rearing milk cattle has become as important an occupation as agriculture in many 
villages in Kaira. In villages with milk co-ops, slightly over half the income is from 
milk, as against 20% in villages without milk co-ops. 

Apart from raising village incomes, milk co-ops have created more jobs in villages, 
in collection centres, in cattle feed plants and in animal husbandry services. 


With mechanisation of farming displacing people from agriculture, it is imperative 
that villages should offer alternative'opportunities for employment. The traditional 
farmer is under-employed in any case. Dairying offers a part solution to both 
problems. 


•This survey wss conducted by the Department of Economics, Sardar Patel University^ Vattabb Vidyanagar. 
He computed income included remittances from relatives in Africa. 


Amul has shown the way. 
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ly enlarged the scope for in¬ 
tensification of agriculture. 
Yields large enough to raise 
the cultivators above the po¬ 
verty level can be obtained on 
fairly small holdings. Even 
those having tiny holdings, 
can, if they use these as a base 
for developing subsidiary acti¬ 
vities, earn enough income re¬ 
quired for a minimum level of 
consumption. For the first 
time removal of rural poverty 
within a foreseeable period has 
become a practical proposition. 
Taking note of this, the Plan 
has made adequau provision 
lor major, medium and minor 
irrigation, fertilisers, pesticides, 
research and extension, post¬ 
harvest operations and credits 
to support and extend the new 
technology. Much greater 
stress will be laid on animal 
husbandry, dairying and fishe¬ 
ries for which a substantial 
land base is not a pre-requi¬ 
site. In the interest of ex¬ 
panding employment in agri¬ 
culture, it is envisaged that 
there should be no indiscrimi¬ 
nate mechanisation. Only 
such mechanisation as adds to 
overall yield per unit of land, 
rather than merely saves la¬ 
bour, will be encouraged. The 
employment consideration 
would be relevant to the choice 
and modes of prophylactic 
spraying on crops and modes 
of cultivation and harvesting. 

11. Agriculture in rain-fed 
areas presents a more formid¬ 
able problem. Here agricul¬ 
ture is not only low yielding 
but also precarious and poverty 
is acute and widespread. These 
areas account for some of the 
poorest and most backward 
regions. In the past the focus 
of the overall agricultural deve¬ 
lopment effort was, to a large 
extent, on areas with the maxi¬ 
mum promise of agricultural 
growth. In the Fifth Plan, 
while intensive agricultural 
programmes such as multiple 
cropping and high yielding 
varieties programme generally 
based on irrigation will conti¬ 
nue to receive attention, it will 
be necessary simultaneously to 
place stress on agricultural 
programmes in rain-fed and 
other less promising areas. 
The fourth Plan provided for 
(i) intensification of research 
into improved dry-farming 


technology, and (ii) pilot pro¬ 
jects for testing the efficacy of 
the new technology and for 
providing demonstration-cum- 
training in this technology. 

The progress so far has been 
rather slow on account of, 
among other things, a late 
start, personnel problems and 
absence of effective tie-up bet¬ 
ween the pilot projects and the 
research centres. It is propos¬ 
ed to intensify efforts towards 
evolution and propagation of 
appropriate dry farming tech¬ 
nologies. Many of these areas 
are very suitable for the deve¬ 
lopment of animal husbandry 
which will receive added em¬ 
phasis. Intensive efforts to 
develop animal «husbandry in 
the rain-fed areas could make 
an appreciable addition to the 
incomes of the rural poor. 
Finally, public rural works will 
have to form an important 
component of the employment 
generating activities in dry 
farming and other rural areas 
where normal programmes of 
agricultural development are 
not likely to make a significant 
impact. 

12. In recognition of the 
considerations mentioned 
above, certain special program¬ 
mes such as SFDA and MFAL 
projects, Crash Scheme for 
Rural Employment and 
Drought-Prone Areas program¬ 
mes were initiated in the Fourth 
Plan. By and large, these pro¬ 
grammes were conceived in 
isolation and their operations 
were locationally dispersed. In 
the Fifth Plan, it will be neces¬ 
sary not only to accelerate the 
pace of implementation of 
these programmes but also to 
make distinct operational im¬ 
provements. The experience 
with these programmes has 
shown that, if an impact is to 
be made, the development pro¬ 
grammes in general and the 
special programmes in parti¬ 
cular will have to be integrated. 
In these areas, an effort to¬ 
wards integrated area develop¬ 
ment will be necessary condi¬ 
tion for improving the econo¬ 
my of small and marginal far¬ 
mers and agricultural labour¬ 
ers. Such integrated rural 
development programmes will 
vary in terms of different land 
and water resource situations 


and will have to be tailored to 
suit the local conditions. 

13. In a few areas, small 
beginnings have been made to¬ 
wards providing an employ¬ 
ment guarantee for manual 
workers. More recently, in 
fifteen Community Develop¬ 
ment Blocks, it has been 
decided to initiate certain ac- 
tion-o/m-study projects for 
intensive employment as part 
of the crash ♦ scheme for rural 
employment. In view of the 
overall strategy for the Plan 
which aims at ensuring mini¬ 
mum consumption level to the 
poor strata of society, an effec¬ 
tive employment guarantee 
scheme can be a very important 
instrument of policy since it 
will exercise the maximum 
possible beneficial impact on 
the economic condition of 
agricultural labours who cons¬ 
titute a significant part of the 
rural population. It is hoped 
that the experience gained 
from the pilot projects can be 
used for extending the cover¬ 
age of the programme in the 
Fifth Plan. 

14. Village and small indus¬ 
tries, road transport, retail 
trade and the service occupa¬ 
tion are the other areas where 
expansion of self-employment 

..is envisaged. These sectors 
are of considerable importance 
for ensuring fuller employment 
to an important segment of the 
population, namely, the urban 
population, the educated and 
the technically trained, the 
village artisans and other 
landless elements in the rural 
areas. Task forces have been 
set up to identify the problems 
and the growth potential of 
handicrafts and village and 
small-scale industries. Possi¬ 
bilities of increasing the earn¬ 
ings of rural craftsmen by or¬ 
ganising effective marketing 
services are also being examin¬ 
ed. In the light of these re¬ 
commendations, effective mea¬ 
sures will be worked out to 
impart new vigor and dyna¬ 
mism to these industries. 

Employment and Inter-Sectoral 
Balance 

15. In evaluating the em¬ 
ployment implications of deve¬ 
lopment in a particular field, 
it is necessary to take into 


account its total impact. A 
partial view can be misleading. 
The total impact consists of : 
(i) employment generated dur¬ 
ing the construction phase of 
the project; (ii) employment 
involved in the operation of 
the facility; and (iii) employ¬ 
ment made possible, or 
brought to an end, in other 
linked sectors. Construction 
being generally labour inten¬ 
sive, the employment impact 
during the construction phase 
varies with the proportion of 
construction in total fixed 
capital formation. The higher 
this proportion, the greater will 
be the employment impact. 
In the operation stage, the em¬ 
ployment efTect varies with the 
capital intensity of technology 
on which the facility is based. 
The more capital-intensive the 
technology, the less will be the 
employment generated in ope¬ 
rating the facility. Finally, the 
employment impact on other 
sectors depends upon the 
intensity of the backward and 
forward linkages that this 
project has with these sectors 
and whether these linkages are 
positive or negative. 

16. For the reasons given 
above, the three components 
of the total employment impact 
vary in intensity and some¬ 
times even in direction, as be¬ 
tween different fields of deve¬ 
lopment. A hydro-electric 
project, for instance, generates 
a lot of employment during the 
construction phase, both 
directly and through backward 
linkages with industries provi¬ 
ding the required materials 
and equipment. The number 
engaged in operating the facility 
may be much smaller. The 
power made available to ener¬ 
gise irrigation pumps, move the 
wheels of industry and meet 
the requirements of service 
occupations may, once again, 
expand employmeut opportuni¬ 
ties in these sectors. The total 
employment impact of a ferti¬ 
liser plant is broadly similar— 
considerable employment ge¬ 
neration during construction, 
relatively limited employment 
opportunities in operation*, 
and a powerful impact on the 

•In resnect of employment oppor¬ 
tunities for the highly skilled per¬ 
sonnel, the operation phase of a 
fertiliser plant is important. 
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employment potential of agri¬ 
culture through intensification. 
On the other hand, a housing 
project, while it generates 
considerable employment du¬ 
ring construction, has little 
employment potential there¬ 
after. A project embodying a 
superior labour-saving techno¬ 
logy, while generating employ¬ 
ment during the construction 
phase, may actually bring 
about a decline in total emp¬ 
loyment when it goes into 
operation by causing the units 
based on inferior technology 
to cut back production. In 
working out the fifth Plan 
inter-seetoral pattern of deve¬ 
lopment, it is the total impact 
on employment of investment 
in different fields that has been 
kept in view rather than the 
partial impact in any particular 
phase. 

17. A truly employment- 
oriented plan must seek a 
reasonable balance between the 
employment-intensive sectors 
such as agriculture, small in¬ 
dustry, construction, road 
transport, and services, and the 
others linked to them. Con¬ 
struction cannot go far without 
an adequate supply of steel 
and cement. Nor can modern 
small industry flourish without 
supply of ferrous and non- 
ferrous metals, intermediates 
of chemical and petro-chemical 
origin, mechanical, electrical 
-and electronic components, 
and power, transport and com¬ 
munication facilities. Road 
transport will remain stunted 
in the absence of adequate 
supply of vehicles. Intensi¬ 
fication of agriculture will be 
frustrated if the fertilisers and 
pesticides arc not available. 
Only power or diesel oil can 
be the basis of rapid growth 
of minor irrigation. Our eco¬ 
nomy cannot assure adequate 
supplies of all these products 
of capital-intensive industry 
except by itself producing the 
greater part of the total re¬ 
quirements. It would be neither 
possible nor economically 
justifiable to meet these re¬ 
quirements through imports, 
except to a limited extent. 

A disproportionate develop¬ 
ment of the economy as bet¬ 
ween employment-intensive 
and the other sectors will lead 


to extensive under-utilisation 
of capacity, thus frustrating 
rather than promoting the em¬ 
ployment objectives. The pre¬ 
sent position of the small scale 
industry partially reflects this 
phenomenon. A well-conceived 
employment oriented plan 
must provide for an appro¬ 
priate balance between the 
employment-intensive and the 
capital-intensive sectors. That 
consideration has been taken 
into account in working out 
the inter-sectoral growth pat¬ 
tern of the fifth Plan. 

Educated Unemployed 

18. The general policies for 
expanding employment oppor¬ 
tunities will have to be supple¬ 
mented and coordinated with 
specific programmes to draw 
the educated unemployed into 
productive activity. For this 
purpose, a distinction may be 
made between the skilled cate¬ 
gories and the general lists. 
The doctors and the para¬ 
medical personnel present a 
relatively easy problem. The 
health, family planning and 
nutrition programmes are ex¬ 
pected to absorb all the avail¬ 
able medical and para-medical 
personnel. In order, however, 
that enough doctors may be 
available for the primary health 
centres and sub-centres which 
form the king-pin of the health 
programmes, it may be neces¬ 
sary to examine the revival of 
the 3-year medical diploma 
course. 

19. Veterinarians and the 
agronomists present a manage¬ 
able problem. Crop and ani¬ 
mal husbandry development 
will absorb a substantial 
number of agronomists and 
veterinarians. Training will 
have to be so devised as not to 
create unabsorbable surpluses. 

20. The solution for the 
fuller employment of scientists, 
engineers and technicians must 
eventually be found in an 
upsurge of industrial growth 
and vigorous expansion of pro¬ 
ductive research and develop¬ 
ment activities. If the envisaged 
rate and pattern of industrial 
growth materialises, and ifR 
and D activities do expand as 
anticipated, the unemployment 
among engineers, technicians 


and well-qualified scientists 
should cease to be a problem. 
The programmes for surveys of 
natural resources are expected 
to create further employment. 
The programmes for encourag¬ 
ing engineers and other techni¬ 
cal people to set up their own 
undertakings have not yet 
yielded significant results. With 
the experience gained, better 
success could be hoped for. 

21. As for employment of 
the generalists, it must be 
noted that their number has 
been allowed to grow out of 
all proportion to the needs of 
the economy and their ranks 
are swelling at an ever faster 
rate. Their education does 
not always tally with the re¬ 
quirements of jobs which are 
otherwise available. These are 
facts which have to be borne 
in mind before remedies are 
suggested. 

22. Public services, adminis¬ 
trative and social, provided the 
main avenue for employment 
of the educated. At the end 
of June 1971, these employed 
a total of 5.6 million persons, 
including both educated and 
others. The annual increase 
is of the order of 125,000 per¬ 
sons. Clearly, at this rate, 
public services cannot absorb 
even the new entrants to the 
ranks of the educated, much 
less make a dent on pre-exist¬ 
ing unemployment. As elabo¬ 
rated later, faster expansion of 
social services has been envi¬ 
saged for the fifth Plan. Even 
so it will be rather unrealistic 
to assume that job opportu¬ 
nities can be significantly im¬ 
proved by expanding public 
services alone. It is essential 
to maintain a proper balance 
between the commodity and 
the services sectors of the eco¬ 
nomy. Additional efforts will 
have to be made to absorb 
them into commodity pro¬ 
ducing sectors by helping them 
to acquire specific skills as well 
as through appropriate policy 
changes. 

23. Judged by the long term 
perspective, the problem of 
the educated job seekers can¬ 
not be solved by operating 
only on the demand side. 
Even in the case of the skilled 
categories, the intake of train¬ 


ing institutions has had to be 
out back to ease the problem,, 
In the case of generalists, this 
has to be done much more 
drastically to reduce the pro¬ 
blem to manageable propor¬ 
tions. University education 
must be so regulated as to 
conform increasingly to the 
likely quantum and pattern of 
employment opportunities for 
the educated youth. This will 
require not merely a restruc¬ 
turing of university education 
but also greater diversification 
and vocationalisation of secon¬ 
dary education to reduce the 
pressure for entry into insti¬ 
tutions of higher learning. 
Furthermore, no regulatory 
measure can be justified which 
denies equality of educational 
opportunity. For promoting 
vertical mobility, education 
can be a very powerful instru¬ 
ment. The ineffectiveness of 
the present education system 
in this regard calls for impor¬ 
tant innovations and hard 
decisions. 

Unemployables 

24. A sizeable segment of 
the poor consists of the pro¬ 
pertyless unemployable— 

widows, orphans, the aged, 
the infirm, the invalid, the 
handicapped and the derelict. 
Their poverty has to be relie¬ 
ved essentially by measures 
of social assistance. Wherever 
possible, they are to be en¬ 
couraged and aided to engage 
in production activities, even 
if in a limited way. Since the 
unemployable poor run into 
millions, it is not possible for 
the country, at the present 
level of development; to take 
good care of them. But it 
would not be consistent with 
or objective of removal of 
abject poverty to ignore them 
altogether. The Fifth Plan, 
therefore, seeks to afford them 
as much relief as possible with 
the limited resources. The 
provision for this has been 
made under extended program¬ 
mes of social welfare. 

IV 

Nationul Programme For 
Minimum Needs 

Even with expanded employ¬ 
ment opportunities, the poor 
will not be able, with their 
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level of earnings to buy for 
themselves all the essential 
goods and services which 
should figure in any reason¬ 
able concept of a minimum 
standard of living. The mea¬ 
sures for providing larger 
employment and incomes to 
the poorer sections will, there¬ 
fore, have to be. supplemented 
up to at least certain minimum 
standard, by social consump¬ 
tion and investment in the 
form of education, health, 
nutrition, drinking water, 
housing, communications and 
electricity. Taking into acco¬ 
unt physical and financial 
constraints, a reasonable time 
phasing will have to be work-' 
ed out for the attainment of 
these standards. 

Elementary Education 

2. The Constitutional direc¬ 
tive that children up to the 
age of 14 should be provided 
with free and compulsory edu¬ 
cation within a period of ten 
years of the commencement of 
the Constitution has not been 
curried out fully. The likely 
enrolment at the end of the 
Fourth Plan will be 88 per 
cent in the age group 6-11 and 
40 per cent in the age group 
11-14. There are wide regional 
disparities in aggregate enrol¬ 
ment. Enrolment of girls is 
particularly uneven as between 
different States. In the Fifth 
Plan, it should be possible to 
provide 100 per cent facilities 
for children of the 6-11 age- 
group and 60 per cent—50 per 
cent on the full time basis and 
10 per cent on a part-time 
basis—for the age-group 11-14. 
Inter-regional inequalities 
would be narrowed down but 
would still remain, especially 
in regard to girls, where in 
addition to economic cons¬ 
traints, there are social inhibi¬ 
tions. Special measures will, 
therefore, be needed for tack¬ 
ling these difficulties and for 
stepping up enrolment to 
acceptable levels. In the age- 

S 11-14, with accelerated 
nent and reduced wast¬ 
age full coverage in respect of 
boys and a big step-up in the 
case of girls could be achieved 
by the end of the Sixth Plan. 

~ 3. In geographical terms, 
the objective should be a pri¬ 
mary school within J.5 kilo¬ 
metres and a middle school 


within 5 kilometres of each 
village. Besides the construc¬ 
tion of class rooms, the expen¬ 
diture will have to be stepped 
up, even if on an austere basis 
on Ashram schools for tribal 
children and the supply of free 
text-books and mid-day meals 
to those in need. Provision 
will have to be made for ade¬ 
quate supervision. Detailed 
State-wise Plans will have to 
be made covering the man¬ 
power, financial and other 
requirements for the realisa¬ 
tion of the targets in respect 
of elementary education. On 
account of the stupendous 
magnitude of the task and the 
constraint of resources, the 
Plan provision of Rs. 2,250 
crores for education and train¬ 
ing including Rs. 1,030 crores 
for elementary education, will 
need to be supplemented by 
mobilisation of community 
efforts and resources. On 
account of the importance 
attached to elementary educa¬ 
tion in the Fifth Plan, the out¬ 
lay proposed for it is more 
than four times the amount 
originally provided in the 
Fourth Plan. 

Drinking Water 

4. In the matter of drink¬ 
ing water supply, about 
150,000 villages out of a total of 
567,000 have been estimated 
to suffer from scarcity, health 
hazards or special problems 
such as salinity, iron and 
flourides. In addition, there 
are villages with inadequate 
supply of drinking water, 
especially for Harijans and 
backward classes. The expen¬ 
diture on rural water supply 
is therefore to be stepped up 
in the Fifth Plan to about 
Rs. 550 crores as against 
about onc-third of this level 
in this Fourth Plan. Coordi¬ 
nation between the rural elec¬ 
trification and rural water 
supply programmes is envi¬ 
saged. The case for setting 
up of a Rural Water-Supply 
Corporation on the lines of 
the Rural Electrification Cor¬ 
poration will need to be 
examined. Much greater atten¬ 
tion also needs to be paid to 
drinking water supply in urban 
areas. 

Health and Nutrition 

5. In regard to niinimum 
public health facilities, genera¬ 


lised norms such as improve¬ 
ment in the doctor-population 
and bed-population ratios or 
per capita expenditure on 
health are not enough. Avail¬ 
ability of health facilities in 
rural areas continues to be 
lopsided. The norm will have 
to be related to adequate 
extension of medical and 
health care to rural areas. The 
present standard of one public 
health centre for a block popu¬ 
lation of 80,000 to 100,000 
supported by 8 to 10 sub- 
centres, each serving a popula¬ 
tion of 10,000 may be accepted 
as the minimum norm for the 
Fifth Plan. The main thrust 
may be directed at making up 
deficiencies in buildings, staff, 
equipment and drugs and 
medicines in a coordinated 
way. In subsequent plans, 
the coverage of sub-centre may 
be reduced to a population of 
4000 to 5000. The emphasis 
on rural health will have to be 
on preventive medicine, family 
planning, nutrition and detec¬ 
tion of early morbidity with 
adequate arrangements for 
referring serious cases to an 
appropriate higher echelon 
such as the tehsil or the 
district hospital. 

6. The envisaged compre¬ 
hensive multi-tier system can¬ 
not be built on the basis of 
the present expensive system 
of prolonged medical educa¬ 
tion. A new approach towards 
raising suitable medical and 
para-mcdical cadres for the 
lower tiers has to be worked 
out. In this context, it would 
be necessary to examine 
whether the revival of the 3- 
ycar medical diploma course 
would be desirable. A proper 
role of the indigenous systems 
of medicine will have to be 
worked out. Health education 
should be woven into the 
general educational system. 

7. The family planning pro¬ 
gramme will need continued 
emphasis. Rapid progress 
will have to be made in inte¬ 
grating family planning with 
health and nutrition facili¬ 
ties. It is only in this manner 
that the concept of small 
families can be promoted on 
a durable basis. 

8. In order to attack the 


problem of mal-nutrition at 
its root, it will be necessary 
to take care of pregnant 
women and lactating mothers 
and pre-school children of 
weaker sections. It is a gigan¬ 
tic problem, requiring colossal 
resources. Feeding program¬ 
mes will have to be integrated 
with health care, immunisa¬ 
tion and nutrition education 
to form a package. There is 
the added problem of design¬ 
ing an adequate delivery sys¬ 
tem for nutrition feeding, 
appropriately integrated with 
the health and family planning 
facilities. Substantial progrees 
towards creating nutrition 
facilities for pregnant women 
and young children is antici¬ 
pated during the Fifth Plan 
period. This should be made 
possible by the much larger 
provision of Rs. 500 crores in 
the Fifth Plan for nutrition 
programmes. A larger pro¬ 
gramme will have to be laun¬ 
ched to deal with nutritional 
deficiencies such a Vitamin ‘A* 
deficiency and nutritional 
anaemia and pellagra. Produc¬ 
tion programmes will have to 
be linked with national nutri¬ 
tional needs. The nutritive 
value of high yielding varieties 
of cereals and pulses will have 
to be kept in view in agricul¬ 
tural production programmes. 
An intensive and well coordi¬ 
nated programme for ensur¬ 
ing production and con¬ 
sumption of green leafy vege¬ 
tables has to be launched. A 
major research problem would 
be to evolve an appropriate 
technology to enable the rural 
poor to utilise locally grown 
inexpensive foods. 

Home-Sites for Rural Landless 

9. Home-sites are as impor¬ 
tant as employment opportu¬ 
nities for ensuring to the rural 
landless a minimum standard 
of well-being. The problem 
can be dealt with most econo¬ 
mically as part of land reform 
and consolidation of holdings. 
Home-sites for the landless 
may be treated as the first 
charge on any surplus land 
that these measures yield. The 
surplus land may be transfer¬ 
red to an appropriate location 
by exchange and allotted as 
home-sites to the landless, If 
the land has to be purchased 
at market price, the high cost 
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of the programme will inevit¬ 
ably slow down progress. A 
provision of Rs. 100 crores 
has been made for this pro¬ 
gramme. Taking into account 
the progress likely to be made 
in the Fourth Plan, this should 
ensure a substantial coverage 
of landless labour in all States. 
Where dwellings and houses 
have already been constructed 
by the landless agricultural 
workers on homestead lands, 
it will be necessary to provide 
for security of tenure. To this 
end, it will be necessary to 
enact legislation, conferring 
homestead rights including 
provision for security of 
tenure in respect of home¬ 
stead lands on which dwellings 
and houses have been cons¬ 
tructed. Where such legisla¬ 
tion exists, it has to be en¬ 
forced effectively. 

Roads and Electricity 

10. Roads and electricity 
in rural areas have so far been 
conceived largely as part of 
the productive infra-structure, 
roads being primarily intended 
for marketing, and electrifica¬ 
tion for the energisation of 
agricultural pumpsets. It is 
expected that by the end of 
the Fourth Plan about 40 per 
cent of the rural population 
will have electricity. There 
are, however, wide regional 
disparities. This is also true 
of rural roads. While impres¬ 
sive progress has been made 
in some States, in most others, 
a large majority of villages do 
not have the facility of an all- 
weather road. In order to 
lend further impetus to deve¬ 
lopment and to improve the 
quality of life, certain mini¬ 
mum aims may be set for the 
Fifth Plan. The target may 
be to provide all-weather roads 
by the end of the Fifth plan 
period to all villages above a 
minimum population size, say, 
1500 persons. In hill areas or 
coastal areas where the popu¬ 
lation is relatively more dis¬ 
persed, it will be necessary to 
provide all-weather link roads 
to a cluster of villages having 
population above a minimum 
size. The strategy of linking 
these villages will automati¬ 
cally attract feeder roads to 
them from villages with smaller 
population. The target for 
rural electrification will be to 
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extend the coverage to at 
least 30-40 per cent of rural 
population. For these two 
sectors, planning will have to 
be on an integrated basis. 
Village roads most be proper¬ 
ly linked to district roads and 
electrification programmes 
must be coordinated with 
generation and transmission 
capacities. 

Slum Improvement and Clea¬ 
rance 

11. There is need to bring 
up to some minimum stan¬ 
dards the living conditions of 
the poorest section of the 
urban population such as the 
slum and pavement dwellers. 
The approach wili have to be a 
mixture of slum clearance and 
redevelopment and environ¬ 
mental improvements. Acqui¬ 
sition of land wll be necessary, 
subject to local conditions. In 
1972-73 a beginning has been 
made with a Rs. 15 crores 
scheme for slum clearance and 
re-housing and slum improve¬ 
ment in eleven cities with a 
population of eight lakhs and 
above : Calcutta, Bombay, 
Delhi, Madras, Hyderabad-, 
Bangalore, Ahmedabad, Kan¬ 
pur, Poona, Lucknow and 
Nagpur. The scope of the 
scheme may be extended in the 
Fifth Plan period. 

Financing and Implementation 

12. It is proposed to make 
a provision of about Rs. 3,300 
crores in the Fifth Plan for the 
minimum needs programme 
outlined above. Funds have 
to be made available for this 
national programme on a 
priority basis. In order that 
this vast programme is carried 
out efficiently there will be 
need for major changes in 
policies and procedures of 
implementation. 


Self-Reliance 

This objective of self-relian¬ 
ce to be realised within a 
definite time-schedule, was 
formulated explicitly for the 
first time in the Third Plan : 

“The balance of payments 
difficulties the country is 
facing are, it must-be 
stressed, not short-term 
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or temporary; they will 
continue for several years 
to come. The external 
assistance is essential for 
this period, but the aim 
must be to make the 
economy more and more 
self-reliant, so that it is 
able to support within 
a period of 10 or 12 
years an adequate scale 
of investment from its 
own production and 
savings. Normal inflow 
of capital may continue 
but reliance on special 
forms of external assis¬ 
tance has to be reduced 
progressively and elimi¬ 
nated. The Third Plan 
represents a very crucial 
stage in this process.” 

2. The Third Plan formu¬ 
lation of the self-reliance 
objective contains three essen¬ 
tial ideas. These are : 

(1) Self-reliance means 
elimination of special 
forms of external assis¬ 
tance. 

(2) Self-reliance cannot be 
achieved forthwith. It 
would take, as from 
1960-61, 10 to 12 years 
to reach that stage. 

(3) The justification for 
external assistance dur¬ 
ing the intervening 
period must be that it 
helps to build up the 
growth potential of 
the economy to the 
level where it can 
support an adequate 
level of investment 
from its own produc¬ 
tion and savings. 

3. The Fourth Plan sought 
to concretise the time phasing 
for realising the goal of self- 
reliance. The objective was 
laid down as “reducing fore¬ 
ign aid, net of the debt servic¬ 
ing (inclusive of interest pay¬ 
ment), to half of the current 
level by the end of the Fourth 
Plan and to eliminate it 'al¬ 
together as speedly as possible 
thereafter”. Further, in the 
long-term perspective of deve¬ 
lopment delineated in the Plan 
document, it was ptojected 
that by 1980:81 the country’s 
foreign exchange receipts from 
exports, invisibles and private 


capital transactions would hie 
adequate to meet import 
requirements as well as inte¬ 
rest obligations on foreign 
debt. It was thus visualised 
that the country would dis¬ 
pense with gross concessional 
aid by 1980-81 except to match 
debt repayments. The actual 
progress during the Fourth 
Plan period has been in line 
with anticipations. The objec¬ 
tive of reducing net aid to one- 
half of the pre-Plan level is 
expected to be realised. 

4. In the document “To¬ 
wards an Approach to the 
Fifth Plan”, it was envisaged 
that self-reliance will be carri¬ 
ed a step further during the 
Fifth Plan period by reducing 
the net aid to zero in the 
terminal year 1978-79. The 
position was stated as under : 

“It will be necessary to 
examine the policy, orga¬ 
nisation and resource 
mobilisation implications 
of this objective. It is 
only on the basis of such 
a thorough exercise that 
it will be possible to say 
whetharthc zero net aid 
position can be achieved 
without too great a cost 
in terms of growth and 
if not, in what ways the 
investment pattern needs 
to be adjusted to fulfil 
the objective. On the 
other hand, if the exer¬ 
cise were to reveal that 
with some additional 
effort it may be possible 
to improve on the initial 
criterion of zero net aid, 
we could explore to 
what extent and in what 
fashion the objective it¬ 
self can be enlarged in 
the direction of elimina¬ 
tion of gross aid as well. 
In other words, it is 
suggested that, to start 
with, the exercises with 
the Fifth Plan may pro¬ 
ceed on the basis of 
zero net aid position by 
1978-79 with the clear 
understanding that the 
implications bought Out 
in the exercise will be 
reviewed once again be*> 
fore the firm and final 
operative decisions are 
taken.” 

5. Talcing the self-reliance 
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objective as set out above, the 
Resources exercise for the 
Fifth Plan lias assumed gross 
external and over the five-year 
period at Rs 3,000 crores. 
Allowing for an estimated Rs 
1,600 crores of debt repay¬ 
ments, the balance available to 
the country will be Rs. 1400 
crores. After marking further 
adjustments involving a net 
outgo of Rs 400 crores under 
other components of the 
balance-of-payments on capi¬ 
tal account, the surplus avail¬ 
able for financing the current 
account deficit, including Rs. 
760 crores of interest on for¬ 
eign debt, has been estimated 
at Rs. 1,000 crores. The 
balance-of-payments exercise 
for the Fifth Plan requires 
that the current account deficit 
must be contained within this 
limit. 

6. One possible solution 
might he to opt for rate of 
growth which is lower than 
the postulated 5.5 per cent 
overall rate of growth. For 
reasons explained below, the 
solution does not lie this way 
Exercises with different vari¬ 
ants within the relevant range 
of overall rates of growth 
show that the relief to the 
balance of payments from a 
lower rate of growth would 
not be commensurate with the 
damage that will be done to 
the long-term growth potential 
of the economy. This is ex¬ 
plained by the fact that the 
impact of a lower rate of 
growth falls more than pro¬ 
portionately on the key and 
basic industries which provide 
the sinews of growth. The 
strain on the balance of pay¬ 
ments arises primarily from 
two factors. The first is the 
heavy debt service obligations, 
estimated at Rs 2,360 crores 
over the Fifth Plan. This 
substantially affects our man¬ 
oeuvrability on the balance of 
payments front. The other 
major factor is the large re¬ 
quirements for maintenance 
imports. These imports con¬ 
stitute about 80 per cent of 
the' total estimated imports. 
The only satisfactory way to 
meet the maintenance require¬ 
ments of the economy is to pro¬ 
duce the needed goods, unless 
domestic production at reason¬ 
able costs is not feasible. This 


points to the need for accele¬ 
rated creation < and fuller 
utilisation of capacity in the 
relevant fields—steel, non- 
ferrous metals, fertilisers, crude 
oil, petroleum products, en¬ 
gineering ancillaries and basic 
chemicals. What the country 
needs above all are bold initi¬ 
atives for the creation and 
utilisation of capacity in these 
strategic fields. At the same, 
time efforts to consolidate self- 
sufficiency in food grains and to 
step up the output of cotton 
and oil seeds must continue. 
Better utilisation of available 
substitutes for cotton and oil 
seeds could also save on im¬ 
ports on these items. A 
solution of the balance of 
payments problem consistent 
with our basic objectives can 
be shown to lie along these 
lines rather than in going 
slow with the overall rate of 
growth or in a pattern of de¬ 
velopment where basic indus¬ 
tries get a reduced weighlage. 
The inter-sectoral pattern of 
growth worked out for the 
Fifth Plan reflects this under¬ 
standing. 

7. There is a positive cor¬ 
relation between reduced 
inequality and self-reliance. 
Two variants of the Fifth 
Plan model have been worked 
out. Both provide for a 5.5 
per cent overall rate of growth, 
but one assumes unchanged in¬ 
equality and the other reduced 
inequality. The second variant 
shows an improvement in the 
balance of payments when 
compared to the first. This is 
as could be expected. Now 
that self-sufficiency has been 
achieved in foodgrajns, the 
consumption pattern of the 
lower income strata has a 
much lower import content, 
compared to the middle and 
upper income strata, taking 
into account both imports that 
directly go into consumption 
and those that do so indirectly 
via domestic production of 
consumption goods. Any re¬ 
distribution of consumpsion in 
favour of the poor is, therefore, 
bound to have a favourable 
impact on the balance of pay¬ 
ments. In fact, the attainment 
of self-reliance to an important 
extent depends on how soon 
the middle and the upper in¬ 
come strata exercise the needed 


restraint on their consumption 
particularly of goods and 
services that have a significant 
import content. Greater equali¬ 
ty and progressive self-reliance 
envisaged in the Fifth Plan are 
mutully reinforcing. 

8. Domestic technology has 
to play an important role in 
our development effort and 
drive for self-reliance. Many 
of our industries have been set 
up on the basis on imported 
technology, often in the form 
of almost complete package of 
know-how and equipment. 
This was perhaps ineviable in 
the early stages of industriali¬ 
sation. However, as a result 
of that very process, as also of 
the efforts made in developing 
indigenous R and Dand design 
engineering, we now have con¬ 
siderable technological capa¬ 
bility in many fields, it should 
he appreciated that technology 
is a critical national resource 
and that its acquisition by one 
nation from another involves 
the former in significant econo¬ 
mic costs, not all of which are 
explicit. What is needed is not 
a rejection of foreign technolo¬ 
gy, but rather fashioning a 
mix of imported and indigeno¬ 
us technology in which the 
proportion of the latter 
steadily increases. Such a 
mix has to be worked out 
not so much at the level of 
entire sectors of industry as 
in terms of the various ele¬ 
ments of technology involved 
in the implementation of 
specific projects such as know¬ 
how, engineering, equipment, 
construction and installation 
and operation and mainten¬ 
ance. 

A bid for simultaneous 
and total self-dependence in 
regard to all these elements is 
often likely to be self-defeating. 
It may burden the economy 
with inordinately delayed 
projects and serious under¬ 
utilization of capacity. The 
essential thing is to identify 
the elements as discretely as 
possible and assess which 
should be supplied from indi- 

enous sources and which 

ave to be imported. A suit¬ 
able mechanism for this 
would need to be evolved. 
Wherever it is decided to im¬ 
port elements of technology, 
we should simultaneously 


formulate a programme of R 
and D and design engineering; 
aimed at absorbing and 
building on the imported 
technology. Only such an 
integrated appoach will enable 
us to move faster towards 
technological self - reliance, 
thereby reinforcing economic 
self-reliance. 

9. Exercises on the formula¬ 
tion of the Fifth Plan model 
show that on certain assump¬ 
tions, the current account 
deficit can be contained within 
the postulated limits. These 
assumptions arc: fi) reduced 
inequality with its beneficial 
impact on the balance of pay¬ 
ments: (ii) a 7 per cent annual 
rate of growth of exports; and 
(iii) an order of import substi¬ 
tution that would he feasible 
if the envisaged growth of 
basic industries materialises. 
It is the model incorporating 
these assumptions that has 
been adopted in the present 
Approach document. In this 
context, it may be relevant to 
note that the country as of 
today has a certain amount of 
cushion against possible short¬ 
falls in the availability of 
postulated foriegn aid or 
other advance developments 
affecting the balance of pay¬ 
ments. 

10. Export promotion is of 
paramount significance for 
success in the self-reliance 
objective. It is important to 
emphasise this because our 
achievements in exports have 
not always come up to expec¬ 
tations. 

11. In an econmy like India 
where exports constitute a 
small fraction of total produc¬ 
tion and the domestic market 
is not merely sheltered but is 
also fast expanding, difficulties 
are likely to arise in stepping 
up exports unless a carefully 
chosen set of policy measures 
is speedily implemented which 
will provide the needed 
supplies for exports and an 
adequate incentive to the 
producer to divert them 
from home sales to sales 
abroad. In the main, there 
are three essential components 
of such a policy: (a) planning 
of adequate capacities in ex¬ 
port sectors; (b) regulation 
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of the growth of domestic 
demand in line with Plan 
targets; fc) a system of taxes 
and incentives which ensures 
an adequate rate of return on 
exports. 

12. It is important to recog¬ 
nise that, in the Indian context, 
success in import substitution 
programmes of the type men¬ 
tioned earlier can contribute 
effectively to the growth of 
exports as well. On top of all 
theses considerations, main¬ 
tenance of an adequate 
measure of price stability is 
important to ensure that ex¬ 
ports retain their competitive¬ 
ness in the international 
market. 

13. Sectoral studies suggest 
that if the right mix of policies 
is adopted along the broad 
lines indicated above, it should 
be possible to improve upon 
past export performance to a 
substantial extent. A 7 per 
cent growth rate in exports is 
thus a highly desirable objec¬ 
tive. What is urgently called 
for during the coming few 
months is a comprehensive 
review of export policies and 
potential so as to impart the 
necessary dynamism to the 
export effort. 

14. As part of measures 
designed to reduce inequalities 
and to mobilise resources for 
development, both fiscal policy 
and industrial licensing 
policies must be so reoriented 
as to discourage expansion of 
output of luxury goods cater¬ 
ing to the requirements of 
higher income groups. Indus¬ 
tries producing luxury goods 
involve a sizeable drain on our 
foreign exchange and domestic 
resources. Since scrapping of 
existing capacity in these in¬ 
dustries would not be a 
practical production, ways, 
must be found to use this 
capacity, as far as possible 
for purposes of promoting 
exports. 

15. While the conclusion 
that the country can put 
through the envisaged deve¬ 
lopment Plan and achieve the 
postulated self-reliance objec¬ 
tive is encouraging, wc must 
not minimise the dimensions 
pf the problem or the effort 


that is called far in stepping 
up the production of items 
which are critical from the 
balance-of-payments angle and 
in organising the necessary 
export drive. In the context 
of recent events, the country 
must be prepared for putting 
in the maximum efforts and 
sacrifices that might be called 
for in implementing the objec¬ 
tives of the Plan. 

VI 

Rate and Pattern of Growth 

The rate and pattern of 
growth for the Fifth Plan has 
been derived from the objec¬ 
tives and strategy of the Plan. 
Removal of poverty and 
attainment of economic self- 
reliance are the two major 
objectives. The main elements 
of the Fifth Plan strategy for 
the realisation of these objec¬ 
tives are: tl) 5.5 per cent 
overall rate of growth of gross 
domestic product (GDP), (2) 
Expansion of productive em¬ 
ployment opportunities; (3) A 
National Programme for 
Minimum Needs covering 
elementary education, drink¬ 
ing water, medical care in 
rural areas, nutrition, home- 
sites for the landless labour, 
rural roads, rural electrifica¬ 
tion, and slum improvement 
and clearance; (4) Extended 
programmes of social welfare; 
(5) Emphasis on agriculture, 
key and basic industries, and 
industries producing goods 
for mass consumption; (6) An 
adequate public procurement 
and distribution system for 
assured supply of essential 
consumption goods, at least 
to poorer sections, at reason¬ 
ably stable prices; (7) Vigorous 
export promotion and import 
substitution; (8) Rigorous res¬ 
traint on inessential con¬ 
sumption; (9) An equitable 
prices-wagcs-incomes balance 
and (10) Institutional, fiscal 
and other measures for reduc¬ 
tion of social, economic and 
regional inequalities. 

Rate of Growth 

2. The preferred model of 
the Fifth Plan provides for 
5.5 per cent average annnal 
rate of growth. A higher rate 
of growth, though very desir¬ 
able from the angle of early 


removal of poverty and build¬ 
ing up the growth potential, 
has not been considered feasi¬ 
ble, taking into account the 
implications for balancc-of- 
payments, the overall invest¬ 
ments and the physical cons¬ 
traints on creation and utilisa¬ 
tion of capacity in the diffe¬ 
rent sectors. In the past high 
aims and low performance 
have often involved the eco¬ 
nomy in a crisis of dispropor¬ 
tion. Even the 5.5 per cent 
rate of growth will call for, 
besides much greater efficiency 
in planning and implementa¬ 
tion, hard decisions, rigorous 
discipline and major sacrifices* 

3. A rate significantly lower 
than 5.5 per cent would be 
unsatisfactory. It will involve 
slowing down of the rate of 
growth of industry, parti¬ 
cularly in the key and basic 
lines which are crucial for 
building up the growth poten¬ 
tial of the economy. While 
making it more difficult to 
sustain an adequate rate of 
growth in the future from 
the country’s own resources, 
it will afford no significant 
relief to the balance of pay¬ 
ments in the Fifth Plan. 
In the preferred variant, the 
overall rate of growth (in 
terms of gross domestic pro¬ 
duct at factor cost) has been 
taken at 5.5 per cent and the 
rate of growth of exports 
exogenously projected at 7 per 
cent. A variant based on 5 
per cent rate of growth but 
unchanged 7 per cent rate of 
growth of exports shows an 
improvement of Rs 475 crores 
in the balance of payments 
over the five-year period. 
However, since exportable 
surpluses arise from output, 
it will be unrealistic to assume 
an unchanged rate of growth 
of exports with a lower rate 
of growth of output, other 
things remaining the same. If 
the rate of growth of exports 
is also lowered by 0.5 per¬ 
centage point to 6.5 per cent, 
the exercises with this variant 
show that the improvement 
in the foreign exchange posi¬ 
tion gets reduced to Rs 300 
crores. The balance of pay* 
ments consideration thus does 
not justify lowering the rate 
of growth to 5 per cent. Nor 
is this necessary from the angle 


of overall resources for the 
Plan. The Resources exercise 
has shown that, the total 
development outlay of Rs 
51,165 crores envisaged in the 
Plan is of an order as should* 
given reasonable efficiency in 
the creation and utilisation of 
capacity, yield 5,5 per cent of 
growth of output. On these 
considerations, the variant 
with 5.5 per cent rate of 
growth has been preferred to 
that with 5 per cent rate of 
growth. 

Pattern of Growth 

4. Within certain limits, a 
decision on the rate of 
growth is in the final 
analysis a political one. 
But the rates at which different 
sectors must grow consistently 
with a specified aggregate rate 
of growth depends to a large 
extent on the technological 
and behavioural characteristics 
of the economy, including its 
access to trading opportunities 
with the rest of the world. 

5. In working out the model 
for the Fifth Plan, technologi¬ 
cal characteristics of the eco¬ 
nomy as reflected in inter¬ 
industry relationships have 
been taken into account. This 
has involved the use of an 
input-output matrix on current 
account and an elaborate sys¬ 
tem of material balance; On 
the consumption side, use has 
been made of the data on con¬ 
sumer expenditure by com¬ 
modities and size classes 
thrown up by the successive 
rounds of the National Sample 
Survey. As regards imports, 
the corresponding matrices 
have been constructed as part 
of an extended input-output 
matrix. Exports and Govern¬ 
ment expenditure have been 
exogenously estimated. Public 
consumption has been assum¬ 
ed to grow on the average at 
7 per cent per annum. How¬ 
ever, within this overall 
assumption higher rates ha\e 
been postulated for certain 
social services like health and 
education in line with the 
accepted approach to removal 
of poverty. Private consunif)- 
tion and imports in the termi¬ 
nal year have been estimated 
endogenously. 

6. In computing the base 
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year estimates, use has been 
made of the data given in the 
position papers for different 
sectors prepared in the Plan¬ 
ning Commission, even though 
some of these projections 
appear to be somewhat on the 
optimistic side. Estimates for 
individual items of output 
given in these papers were 
aggregated in terms of the 
66-sector industrial classifica¬ 
tion used in the model. In the 
position papers generally there 
was no squaring up of the 
output estimates for individual 
items with the national ac¬ 
counting data. The estimates 
of sectoral output in the base 
year worked out on Ihe basis 
of the data given in the posi¬ 
tion papers, had, therefore, to 
be adjusted to bring these into 
line with the national account¬ 
ing data. This was particularly 
necessary in the case of indus¬ 
tries where the unorganised 
sector accounts for an impor¬ 
tant proportion of the total 
output. As more reliable in¬ 
formation becomes available, 
the base year estimates will be 
revised. While this will atfect 
the projected absolute mag¬ 
nitudes, the inter-sectoral pat¬ 
tern of growth is unlikely to 
be altered significantly. 

7. Sectoral rates of growth, 
which are mutually consistent 
as well as in keeping with the 
overall rates of growth, have 
been worked out by solving a 
66-sector consistency type 
input-output model for the 
terminal year. As far as the 
redistributive objective was 
concerned, several variants 
were tried out. But emphasis 
was given to the two basic 
variants. One was based on 
the extrapolation of the ob¬ 
served inequality coefficient for 
1968-69 to the terminal year 
of the Fifth Plan. The other 
was obtained on a postulated 
reduction in this coefficient 
consistent with a substantial 
increase in the average per 
capita consumption of the 
lowest 30 per cent of the popu¬ 
lation. Since the second variant 
seemed to be in harmony with 
the basic objective of the Fifth 
Plan. It was preferred. Average 
annual rates of growth for 
different sectors were comput¬ 
ed by comparing the solution 
vector of the consistency model 


for the terminal year with the 
base year vector; 

8. On the assumption that 
the pattern of inequality in the 
distribution of consumer ex¬ 
penditure between the different 
size groups would remain the 
same as observed in 1968-69, 
the monthly per capita con¬ 
sumption of the lowest 30 per 
cent of the population at 1971- 
72 prices was estimated for 
1973-74, at Rs. 22.90 in the 
rural areas and Rs. 25.17 in 
the urban areas, giving an 
average of Rs. 23.24 for the 
country as a whole. The cor¬ 
responding estimates for 1978- 
79 emerging from the first 
variant worked out to Rs. 
26.44, Rs. 28.56 and Rs. 26.80. 
The level of Rs. 20 at 1960-61 
prices considered in the Fourth 
Plan as the minimum desirable 
consumption level would re¬ 
quire about Rs. 37 at 1971-72 
prices. It was clear that, in the 
absence of reduced inequality, 
the monthly per ccpita con¬ 
sumption of the lowest 30 per 
cent will be much below the 
disired minimum level. On the 
other hand, the exercise reveal¬ 
ed a substantial increase in 
the consumption of the rich. 
The monthly per capita con¬ 
sumption of the richest 30 
per cent of the population was 
found to grow, between 1973- 
74 and 1978-79, from Rs. 84.42 
to Rs. 97.48 in the rural areas 
and from Rs. 113.20 to Rs. 
128.45 in the urban areas. For 
the country as a whole, the 
increase was from the Rs. 90.68 
to Rs. 104.57. In term of 
absolute amount of monthly 
per capita consumption, the 
disparity between the richest 
and poorest 30 per ccht of the 
population was thus shown to 
increase, over the Fifth Plan 
period, from Rs. 61.05 to Rs. 
71.04 in the rural areas and 
Rs. 88.04 to Rs. 99.90 in the 
urban areas. For the country as 
a whole the increase was from 
Rs. 67.44 to Rs. 77.77. These 
trends were inconsistent with 
the Plan objective of removal 
of poverty. 

9. An alternative exercise 
was undertaken on the assump¬ 
tion that the reduction in in¬ 
equality will be of an order 
required to do away with 
poverty in terms. of the Plan 


objective. In this variant the 
monthly per capita consump¬ 
tion of the lowest 30 per cent 
of the population was project¬ 
ed to rise, by 1978-79, to Rs. 
36.64 for the rural areas and 
Rs. 39.60 for the urban areas, 
giving an average of Rs. 37.10 
tor the country. The increase 
over the Fifth Plan period from 
the initial 1973-74 level work¬ 
ed out to 60 per cent for the 
rural poor and 50 per cent for 
the urban poor. This sharp 
levelling up of the poor in¬ 
volved some levelling down of 
the rich. The monthly per 
capita consumption of the 
richest 30 per cent of the po¬ 
pulation was estimated to 
decline, over the Fifth Plan 
period, from Rs. 84.42 to Rs. 
80.38 in the case of the rural 
rich and from Rs. 113.21 to 
Rs. 108.07 in the case of the 
urban rich. 

10. The envisaged decline in 
the averege per capita con¬ 
sumption level of the richest 
30 per cent of the population 
cannot be described as an 
overly drastic one, given the 
wide disparities that currently 
exist between the consumption 
levels of the rich and the poor. 
Nontheless, a few comments 
are in order considering the 
fact that in the past, develop¬ 
ment has usually implied wid¬ 
ening disparities, first of all, 
what the model shows is a 
reduction in the consumption 
of the rich. Given the fact that 
the ratio of savings to income 
is postulated to go up and that 
the household sector will have 
a predominant role in generat¬ 
ing savings, the income of the 
rich will show an increase. But 
the logic of a redistributive 
growth process demands that 
the additional income of the 
well-to-do should sustain ad¬ 
ditional investment efforts, 
public and private, and not be 
utilised for additional con¬ 
sumption. Secondly, it may be 
pointed out that the alternative 
variants clearly indicate that a 
higher rate of growth helps to 
increase consumption levels of 
all strata other things remaining 
the same. Thuss a rate of 
growth of 6.5 per cent elimina¬ 
tes the decline in the consump¬ 
tion of the richest 30 per cent 
which emerges from the prefer¬ 
red variant involving a growth 


rate of 55. per cent. Unfortu- 
desirable in itself, may not be 
feasible. Finally, it may be re¬ 
called that the basic objective 
of the Fifth Plan is to make 
the maximum possible dent on 
the low end poverty while en¬ 
suring that the country moves 
one more step in the direction 
of economic independence. 

11. While the logic of a 
redistributive growth pro¬ 
cess demand a substantial 
narrowing down of consump¬ 
tion differentials between the 
different strata, the basic pro¬ 
blem of economic policy is to 
ensure that such a logic gets 
translated into observed reality. 
This involves action both at 
the stage of accrual of income 
as well as in terms of disposi¬ 
tion of accrued income amongs 
different uses, including con¬ 
tribution to the- public ex¬ 
chequer. The pattern of accrual 
of income is conditioned by 
the strategy for generation of 
income. Purely fiscal devices 
are unlikely to make a substan¬ 
tial impact on the existing in 
come differentials at the accrual 
stage. While these devices must 
not be ignored the major thrust 
of policy has to be in terms of 
substantially widened employ¬ 
ment opportunities in the agri¬ 
cultural sector especially for 
agricultural labourers and 
small fanners. A pronounced 
accent on the development of 
backward areas and regions 
will undoubtedly help the pro¬ 
cess of diffusion of incomes to 
the underprivileged sections of 
the society. In the case of well- 
to-do sections it is not so much 
the accrual of income that has 
to be controlled provided that 
income is earned from legiti¬ 
mate sources as the disposi¬ 
tion of accrued incomes. The 
strategy must be two prong¬ 
ed. It should maximize 
production while curtailing 
incremental consumption to 
the utmost. Additional 
resource mobilisation as en¬ 
visaged in the financing scheme 
for the Plan is based on the 
paramount need to curtail 
consumption of those who can 
afford a cut. Secondly induce¬ 
ments must be given to poten¬ 
tial savers to invest their 
savings in socially productive 
assets where possibilities of 
direct investment exist as in 
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the case of agriculture and worked out in the second 
unincorporated enterprises, variant, 

Thirdly, the incentives offered 

to potential savers must be Rates of growth for all the 
attractive enough to make 66 sectors of the model are 
them invest in financial assets, given in the Appendix (p. 174). 
The savings thus mobilised be 

channelised through appro- 13. For purposes of formula- 
priate financial intermediation tion of investment projects and 
into desirable areas of econo- production programmes it i9 
mic activity. Finally produc- necessary to translate the pro- 
tion pattern must be controlled jeeted sectoral rate of growth 
in such a manner that inessen- into physical targets. For items 
tial but expensive articles of like foodgrains, coal, iron 
consumption arc not made ore and cement which form 
available in the present stage an independent sector in the 
of development. Licensing model, the target can be worked 

policy and other instruments out directly from the model. In 

at the disposal of the Govern- some other cases material 

ment will have to be employed balances and other techniques 
in a manner consistent with were employed. Some of the 
the envisaged pattern of principal physical targets 

growth. emerging from the preferred 

variant arc given in Table II. 

12. The sectoral pattern of 

growth in terms of broad 14. A view has been expres- 
sectors in Table 1 below is as sed that in certain basic and 

Table l 

Projected Sectoral Rates of Growth in Items of Gross Value of 
Output and Gross Value added at Factor Cost for the Fifth Plan 
Period 


average annual rate 
of growth (%) 

Sectors 

value of value 
output added 


1. agriculture 

4.73 

3.97 

2. mining and manufacturing 

8.30 

8.14 

3. mining 

10.34 

9.69 

4. manufacturing.. 

8.23 

8.03 

5. food Products 

4.93 

4.54 

6. textiles 

5.23 

4.87 

7. wood and paper products 

6.93 

4.94 

8. leather and rubber products 

8.52 

8.06 

9. chemical products 

11.77 

11.85 

10. coal and petroleum products 

12.05 

11.74 

11. non-metallic mineral products 

8.20 

7.74 

12. basic metals 

11.42 

10.80 

13. metal products 

9.48 

9.09 

14. non-clectrical engineering products 

14.90 

14.45 

15. electrical engineering products .. 

9.29 

8.64 

16. transport equipment 

9.49 

9.42 

17. instruments 

9.69 

9.10 

18. misc. industries 

7.98 

7.75 

19. electricity 

10.63 

10.31 

20. construction 

8.13 

8.13 

21. transport 

6.31 

5.58 

22. services 

6.33 

5.65 

23. Total 


5.50 


r 

other important industries like grammes in complementary 
iron and steel, fertilisers and sectors like mining, power and 
newsprint higher targets of transport. If the internal ba- 
production could be realised lance of the Plan is to be 
than those postulated in Table maintained, it may not be pos¬ 
it, provided a higher financial sible to accommodate all these 
provision could be made for additional requirements with- 
these industries. Other things out increasing the total Plan 
being equal, higher output outlay. Thirdly, at least in the 
levels in these sectors will no short run, there may be added 
doubt be a good thing for the strain on the balance of pay- 
economy as in all these cases ments. Nevertheless, if it is 
substantial imports are envi- established that higher output 
saged even in the terminal targets for some of the ineuxs- 
year. If a larger out-put were tries that are important in 
forthcoming it would make it relation to the balance of pay- 
all the more easy to achieve ment are feasible, it would be 
the self-reliance objective, necessary to set the sights 
There are, however, several higher in these fields and 
other considerations which make the necessary adjust- 
must be kept in view. It is ments in the Plan provisions, 
necessary to demonstrate on This may involve a higher 
the basis of concrete projects overall rate of gowth and 
that the suggested higher tar- additional efforts to sustain 
gets are indeed feasible. Se- it iq the desirable areas, 
condly, provision will have to 

be made for enlarged pro- 15. The preferred variant 

Table II 

Projected Estimate of Output, 1973-74 and 1978-79 



Unit 

1973-74 

1978-79 

1 

2 

3 

4 

1. Foodgrains 

mill. 

tonnes 

115.0 

139.9 

2. Coal 


80.0 

141.2 

3. Iron ore 


42.0 

66.5 

4. Crude oil 


7.70 

7.77 

5. Sugar 

>» 

4.2 

5.89 

6. Cotton yarn for sale .. 

mill. kg. 

475.0 

642.2 

7. Cotton cloth 

mill, meters 

8500 

10703 

8. Art silk fabrics 


1200 

1513 

9. Woollen fabrics 

»» 

17.0 

24.2 

10. Jute manufactures 

’000 tonnes 

1300 

1636 

11. Paper and paper board 

»» 

850 

1327 

12. Newsprint 

»> 

65.0 

159.3 

13. Fertilisers (nilrogenons) 

*000 tones N 

1600 

3912 

14. Fertilisers (phosphatic) 

’000 tonnes 
P.O. 

450 

1174 

15. Sulphuric acid 

*000 tonnes 

1500 

3349 

16. Petroleum products 

mill, tonnes 1 

20.5 

36.0 

17. Cement 


18.0 

26.8 

18. Mild steel 

n 

5.8 

9.4 

19, Pig iron for sale 

»* 

2.0 

3.8 

20. Alloy and special steel 

'000 tonnes 

350 

518 

21. Aluminium ingots 


210 

423 

22. Electric motors 

. mill. H.P. 

3.45 

5.65 

23. Radios 

mill. nos. 

3.25 

3.85 

24. Watches and clocks 

’000 nos. 1575 

2186 

25. Electricity 

26. Generation 

Bil. Kwh 

78.0 

129.3 

27. Consumption 

9> 

62.4 

106.0 


1 Crude throughput,, 
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shows a higher rate, by 0.1 
percentage point or more, 
compared to the other variant, 
in respect, of the following: 
foodgrains, other field crops 
vegetable oils, tea and coffee 
fertilisers, other non-electical 
machinery, electric motors, 
printing, railway equipment, 
and railway transport. It 
shows a lower rafe of growth 
almost in all other sectors. 
The rate is lower by 0.1 precen- 
tage point or more for the 
following sectors : planta¬ 
tions, forestry, coal products, 
other minerals, sugar and gur, 
cotton textiles, miscellaneous 
textile products, wood pro¬ 
ducts, paper and paper pro¬ 
ducts, rubber products, inor¬ 
ganic heavy chemicals, organic 
heavy chemicals, plastics and 
paints, cosmetics and drugs, 
man-made fibres, other 
chemicals, cement, non-ferrous 
metals other metallic products, 
office and domestic equipment 
batteries, electrical household 
goods, radios, motor cycles, 
motor vehicles, ships and 
boats, watches and clocks, cons¬ 
truction, and other services. 

An important point emerg¬ 
ing from the exercise was 
that the inlcr-sectoral patterns 
of growth in the two variants 
were broadly similar at the 
level of aggregation reflected 
in a 66 x 66 table. In most 
cases, the differences in the 
rates of growth of individual 
sectors were marginal. In 
fact, between the two variants 
the difference in the rate of 
growth of individual sectors 
exceeded by 0.2 percentage 
points only in the following 
cases : animal husbandry, 
cotton textiles, other textiles, 
miscellaneous textile products, 
wood products, rubber pro¬ 
ducts, inorganic heavy chemi¬ 
cals, organic heavy chemi¬ 
cals, man-made fibres, other 
chemicals, other non-metailic 
mineral products, other machi¬ 
nery, batteries, electrical 
household goods, radios, 
motor cycles, motor vehicles, 
and watches and clocks. Only 
in five of the above sectors, 
the difference in the rate of 
growth exceeded one percen¬ 
tage point. In these cases, 
differences are quite signifi¬ 
cant even on the basis of the 
clasific&tion used in the current 


input-outuut table. It follows 
that even if the/ reduction of 
inequality that may be actual¬ 
ly achieved during the Fifth 
Plan period is much less than 
postulated in the second 
variant, while it will substan¬ 
tially slow down progress 
towards removal of poverty, 
the broad pattern of growth 
emerging from the preferred 
variant will not require major 
modification. 

16. The exercises with the 
two variants have shown that, 
given the pattern of inter¬ 
industry relationships and 
limited possibilities for trade 
and external assistance, the 
pattern of growth rates of 
output in the core sectors of 
the economy which provide 
essential raw materials, capital 
goods and infrastructural faci¬ 
lities is almost invariant with 
respect to any alterations in 
the inequality parameter, so 
long as the commodity con¬ 
sumption pattern by every 
size class remains the same 
as in 1968-69. With regard 
to agriculture, core industries 
and mass consumptions goods, 
conclusion are broadly similar 
in both the cases. In respect 
of luxury consumption sectors, 

' however, the preferred variant 
implies more rigorous curbs 
on their growth. This be¬ 
comes even more obvious at 
finer levels of commodity 
classification required for 
detailed planning. 

17. An important finding 
from the exercise is that re¬ 
duced inequality in consump¬ 
tion expenditure leads to a 
reduction in the total demand 
for imports. This lends support 
to the hypothesis that a part 
of the requirements for net aid 
stems from a pattern of con¬ 
sumption weighted in favour 
of the more affluent sections. 
Self-reliance, just as removal 
of poverty, calls for redistribu¬ 
tion of consumption in favour 
of the low-income group. Cor¬ 
respondingly any elitist orien¬ 
tation of the production pat¬ 
tern for consumer goods has to 
give way to emphasis on pro¬ 
duction of articles of mass 
consumption. 

18. The exercise indicates 
that progress towards self¬ 


reliance will be significantly 
accelerated if higher levels of 
production can be achieved in 
a few sectors such as steel, 
non-ferrous metals, fertilisers 
and crude oil. All efforts 
should be concentrated on 
expanding production at a fast 
rate in these sectors. The rate 
of growth of agriculture emerg¬ 
ing from the preferred variant 
is of crucial significance for 
redistributive purposes as well 
as for attaining self-reliance. 

19. Some of the sectoral 
growth rates emerging from 
the model do not quite accord 
with the so called normal ex¬ 
pectations. Brief comments on 
some of these arc offered 
below. 

20. The projected rate of 
growth of coal is lower than 
that given by the Fuel Policy 
Committee (FPC). The diffe¬ 
rence is largely explained by 
the fact that FPC’s recom¬ 
mendations were partly pre¬ 
dicated on the 1978-79 targets 
originally envisaged in the 
Fourth Plan and partly on the 
assumption that certain policy 
changes will be carried out. 
Since the original long term 
anticipations of the Fourth 
Plan have been drastically 
altered as a result of poor per¬ 
formance of the industrial 
sector, a downward revision of 
the coal target would be called 
for. 

21. Crude oil production 
has been assumed to remain 
virtually stagnant. Hewever, 
any significant new discoveries 
of reserves could result in 
larger output in 1978-79. This 
would provide welcome relief 
to the balance of payments. 
The projected growth of de¬ 
mand for petroleum products 
is in keeping with current 
thinking. While policy measur¬ 
es are certainly called for to 
restrain the rate of growth of 
demand in order to minimise 
the pressure on the balance of 
payments, short-run possibliti- 
es in this regard may be limit¬ 
ed. 

22. The growth rate for agri¬ 
culture is somewhat below the 
5 per cent rate which is gene¬ 
rally mentioned as the required 
rate. In computing this rate, 


a normal base year from the 
weather point of view has 
been assumed. The postulated 
increase on that basis should 
be adequate. 

23. In a few sectors the pro¬ 
jected growth rates arc sub¬ 
stantially lower than expected. 
These are the so-called ‘luxury’ 
sectors. Left to the market 
forces, these sectors will grow 
at faster rates, but the prefer¬ 
red variant of the model 
assumes fairly rigorous res¬ 
traints on inessential consump¬ 
tion. This explains the sub¬ 
stantially lower rates of growth 
for luxury sectors which emerge 
from the model. Further work 
may, however, call for modi¬ 
fications in selected areas. For 
example, it may be necessary 
to opt for a somewhat higher 
rate of growth of man-made 
fibres if the import of superior 
raw cotton can thereby be sub¬ 
stantially reduced. 

24. It may be possible to 
improve the projected rate of 
growth of output of fertilisers. 
Since in the accepted variant, 
fertilisers continue to be im¬ 
ported in substantial quantities 
in the terminal year any incre¬ 
ase in production above the 
estimated level will be desirable 
from the balance of payments 
angle. 

25. Rate of growth of elec¬ 
tricity is appreciably lower 
compared to the rate postulat¬ 
ed by the Fuel Policy Com¬ 
mittee. This is partly attributed 
to the same factors as men¬ 
tioned for coal and partly on 
account of restriction implied 
on the rate of growth of do¬ 
mestic demand for electricity 
as a result of reduced inequa¬ 
lity. If further analysis justifies 
higher rate of growth, suitable 
modification can be introduced 
at the appropriate time. 

2j. The model provides 
for substantial expansion of 
engineering industries. It is 
envisaged that, besides deve¬ 
loping the output of modern 
sophisticated plant and equip¬ 
ment, much more attention 
will be devoted to improving 
simple tools and implements 
of every day use. The modern 
tendency is to make the tools 
ever more complicated, there¬ 
by restricting their use to the 
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specially trained. This is 
surely not the only path for 
us, at least for the immediate 
future. Innovations that bring 
immediate relief to and in¬ 
crease the efficiency of the 
millions deserve equal atten¬ 
tion. 

27. The model admits of 
improvements on the empiri¬ 
cal side. Work is in hand to 
extend the size and accuracy 


of the inter-industry matrix. 
Studies are bring undertaken 
to refine the exogenous pro¬ 
jections used in the model. 
It is, however, unlikely that 
the conclusion regarding the 
rate and pattern of growth 
and the related policies out¬ 
lined above wjll change in any 
significant way as and when 
more data become available. 

28. Once the broad pattern 


of the sectoral rates of growth 
is approved, it will be neces¬ 
sary to take consequential 
action. Detailed sectoral pro¬ 
grammes specially for the core 
sectors will have to be worked 
out as a matter of high prio¬ 
rity. Projections of man¬ 
power requirements by diff- 
rent skill categories will have 
to be undertaken. A coherent 
policy frame in terms of major 
instruments of policy which 


tan, translate the required 
growth rates into observed 
magnitudes will need to be 
developed. All this should 
be facilitated by the assurance 
provided by the model that it 
is possible to achieve a closer 
harmonisation between the 
principle .objectives of the 
Plan of removing poverty and 
attaining self-reliance than is 
commonly assumed. 


APPENDIX 

Projected Sectoral Rates of Growth in Terms of Gross Value of Output and Gross Value Added at Factor Cost for the Fifth 

Plan Period 


average annual rate 
of growth % 

Sectors --- 




value of 
output 

value 

added 


1 

2 

3 

1 

agriculture and allied 

4.73 

3.97 

2 

foodgrains 

3.99 

3.23 

3 

other field crops . 

4.90 

4.14 

4 

animal husbandry and fishing 

5.84 

5.26 

5 

plantations. 

4.94 

4.15 

6 

forestry . 

6.42 

5.62 

7 

mining and manufacturing 

8.30 

8.14 

8 

mining . 

10.34 

9.69 

9 

coal. 

12.03 

11.59 

10 

iron ore . 

9.62 

9.18 

n 

crude oil . 

0.19 

( — )0.2I 

12 

other minerals . 

11.61 

11.17 

13 

manufacturing . 

8.23 

8.03 

14 

food products 

4.93 

4.54 

15 

sugar and gur . 

4.94 

4.52 

16 

vegetable oils . 

5.25 

4.83 

17 

tea and coffee 

3.66 

3.25 

18 

other food products 

5.03 

4.61 

19 

textiles . 

5.23 

4.87 

20 

cotton textiles . 

5.10 

4.69 

21 

jute textiles . 

4.70 

4.29 

22 

other textiles . 

5.22 

4.81 

23 

misc. textile products 

5.77 

5.35 

24 

wood & paper products 

6.93 

4.94 

25 

wood products 

4.91 

4.50 

26 

paper and paper products 

9.85 

9.42 

27 

leather & rubber products 

8.52 

8.06 

28 

leather products . 

5.96 

5.55 

29 

rubber products . 

9.30 

8.87 

30 

chemical products. 

11.77 

1 1.85 

31 

fertilizers . 

19.73 

19.26 

32 

inorganic heavy chemicals 

13.05 

12.61 

33 

organic heavy chemicals 

11.31 

10.87 

34 

plastics and paints 

10.50 

10.06 

35 

cosmetics and drugs 

5.28 

4.86 

36 

man-made fibres 

5.80 

5.38 

37 

other chemicals . 

11.16 

10.72 

38 

coal and petroleum products 

12.05 

11.74 

39 

misc. coal products 

12.46 

12.01 

40 

petroleum products 

11.90 

11.46 

41 

non-metallic mineral products 

8.20 

7.74 

42 

cement . 

8.28 

7.85 

43 

refractories. 

10.34 

9.91 

44 

other non-metallic mineral products 

8.00 

7:58 


average annual rate 
of growth ( %) 



Sectors 


value of 
output 

value 

added 


1 


2 

3 

45 

basic metals. 


11.42 

10.80 

46 

iron and steel 


10.44 

10.01 

47 

non-ferrous metals 


13.75 

13.31 

48 

metal products 


9.48 

9.09 

49 

bolts and nuts 


10.50 

10.06 

50 

metal containers 


6.80 

6.38 

51 

other metallic products 


9.61 

9.18 

52 

non-clectrical engg. products 


14.90 

14.45 

53 

ball bearings 


18.14 

17.67 

54 

office and domestic equipment 


11.36 

10.92 

55 

agricultural implements 


8.70 

8.27 

56 

machine tools 


16.21 

15.75 

57 

other machinery 


16.33 

15.87 

58 

electrical engineering products 


9.29 

8.64 

59 

electrical motors 


10.54 

10.11 

60 

electrical wires 


8.45 

8.02 

61 

electronics. 


12.08 

11.64 

62 

batteries . 


7.05 

6.63 

63 

electrical household goods 


7.27 

6.85 

64 

radios . 


3.46 

3.06 

65 

telephone and telegraphic equipments 

9.82 

9.38 

66 

other electricals 


12.30 

11.85 

67 

transport equipment 


9.49 

9.42 

68 

motor cycles 


7.99 

7.57 

69 

motor vehicles 


7.04 

6.61 

70 

ship and boats 


9.57 

9.13 

71 

aircraft . 


12.52 

12.08 

72 

rail equipment 


12.93 

12.49 

73 

other transport equipment 


6.99 

6.56 

74 

instruments 


9.69 

9.16 

75 

watches and clocks 


8.01 

7.59 

76 

misc. scientific instruments 


10.10 

9.67 

77 

misc. industries 


7.98 

7.7S 

78 

printing . 


6.33 

5.92 

79 

other industries 


10.07 

9.64 

80 

electricity . 


10.63 

10.31 

81 

construction 


8.13 

8.13 

82 

transport . 


6.31 

5.58 

83 

railways . 


6.67 

5.95 

84 

other transport 


6.02 

5.30 

85 

services . 


6.33 

5.56 

86 

total. 

.. 


5.50 


(To the continued) 
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An uphill task 


The development funds for the fifth five- 
year Plan period are expected to be aro¬ 
und Rs 51,000 crores which figure i$ 
about 15 per cent lower than the total outlay of all the previous plans taken together. 
It is conceded that the rupee has deteriorated in value by more than half since 1950- 
51 when the planning era started in this country yet the mobilisation of resources on 
such a gigantic scale is not going to be an easy task. The Planning Commission work¬ 
ed out the arithmetic of the resources for each plan in the past in a meticulous 
manner but from the second five-year Plan onwards an exercise in reappraisal had to 
be undertaken in each case because on confrontation with realities the Planning 
Commission found that it had drawn up a plan which was far too ambitious and not 
in keeping with the capabilities of the economy. It is necessary therefore to examine 
critically the exercise in mobilisation of financial resources undertaken by the Plan¬ 
ning Commission for the fulfilment of the goals it has set for the next Plan period. 


The approach document has conducted the resources exercise in a flow-of-funds 
frame which divides the economy into four sectors. They are: ( 1 ) the public sector; 
( 2 ) the private sector; (3) the financial institutions; and (4) the rest of the world. 
What is of interest is that no definite figure has been mentioned in regard to deficit 
financing which was an essential component of all earlier plans. All that the document 
has said is that deficit financing would be kept down to the level “at which the con¬ 
sequential increase in money supply with the public will not exceed the requirements 
of the economy arising from growth in real terms, so as to avoid an inflationary bias 
in plan financing". Similar sentiments were expressed in earlier five-year plan docu¬ 
ments also but it is a well-known fact that deficit financing of the order of more 
than Rs 4,000 crores lias already been undertaken by the government since the be¬ 
ginning of the first five-year Plan period. Beside other factors deficit financing was a 
contributory cause for the inflationary spiral through which the economy passed. The 
resolution to avoid deficit financing as far as possible is welcome but to live up to it 
in times of stress and strain is likely to be difficult. 

The capacity to raise financial resources of the order indicated above will depend 
largely on our ability to achieve the targeted rate of growth of 5.5 per cent in real 
terms during the Plan period. Because that rate of growth has been attained in the 
economy in rare years is no reason that the economy would not race ahead at the 
pace fixed by the planners. If the policy frame-work—details about which have not 
been made known so far—is worked out keeping an eye on steps which would lead to 
increased production, there is a possibility of our attaining the stipulated rate of 
growth. However, the resources can never be taken as fixed pre-determined quantities 
which would be raised irrespective of the course that the economy takes. This is a 
central principle in all planning which needs to be underlined. 

The public sector is expected to throw up a surplus of Rs 14,965 crores in the 
fifth five-year Plan period. Surely, the estimate of the Planning Commission is on 
the high side in regard to the surpluses likely to be made available by the public 
sector undertakings. The resources likely to be yielded by the financial institutions 
and the Reserve Bank of India have been kept at a low level and there is some likeli¬ 
hood of these institutions living up to the expectations of the Planning Commission. 

More than half of the financial resources for the fifth Plan are expected to be 
obtained from the private sector for which the household sector is anticipated to 
provide the bulk of the resources. The impact of both rising prices and increasing 
taxation has in the past shrunk the capacity of households to save, ff incomes 
rise in real terms, the households would certainly be willing to participate in the 
nation building activities through fruitful investments of their savings but if the 
experience of the past 12 months is any guide in this regard, the capacity of the 
average household to save has diminished drastically. The key to the attainment of 
this target is increased incomes through increased production which would imply a 
moratorium on dogmatic approach in the policy frame-work currently being thrashed 
out by the Planning Commission. 

The additional resource mobilisation through budgetary savings at Rs 6,615 
crores implies fresh taxation of a high order. The states have a sad record in this 
regard. For the centre it means increased indirect taxation as the yields from direct 
taxes have already become inelastic. Again, the net foreign assistance estimated at a 
little above Rs 1,000 crores is no doubt in keeping with the aim of increased self- 
reliance but there are grave doubts that the fifth Plan of the size envisaged by the 
Planning Commission can be worked out without strains by keeping external assistance 
in the plan period at such a low level. The Planning Commission, it seems, has once 
again drawn up a plan which will shrink in size—in real terms—when the process of 
implementation begins. 
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Constraints 
to growth 

Evi n though a whole month is now past 
in the current year, forecasts about the 
economic outlook for 1973 are still the 
vogue. And what is comforting in the 
midst of circumstances that can hardly 
be described as comforting is that the out¬ 
look forecast by a few at least is not only 
not hopeless but that 1973 could indeed be 
a good year. There is, however, an im¬ 
portant proviso added to this forecast, 
viz., ‘"provided policy decisions are such 
as to overcome the obstacles presently 
hampering economic growth”. 

Addressing newsmen, the other day, on 
“The Economic Scene in the New Year”, 
Mr D. P. Mandclia* Special Adviser, 
Birla Industries, made such a qualified 
forecast when he predicted that 1973 
could be a good year if only wc could 
manage affairs well enough. And what 
prompted him to say it so categorically 
was, to quote his own words: “the country 
today is really posed for good industrial 
production”. Many industries, he said, 
have sufficient installed capacity and, if 
this is fully utilised, the country could 
have all the production of goods it needed. 
But then there were constraints, he went 
on to note, constraints that were natural 
as well as man-made. In other words, 
he did not want all the blame for the 
country’s economic plight today to be 
laid at the doors of nature. 

Analysing these constraints, he first 
alluded to power shortage. “This is the 
foremost problem”, he observed. Making 
due allowances for the whims of nature 
such as a poor monsoon, he wondered 
why some power plants were being opera¬ 
ted at only 30 to 55 per cent of 
their installed capacity. With proper 
management, according to him, these 
could be operated around 85 per cent, 
thereby enabling industrial consumers to 
step up production. Here, he instanced 
the case of the thermal station at Renu- 
sagar which, he said, Hindalco had been 
operating at 86 per cent capacity. In put¬ 
ting forward this view, it may be noted, 
he was only endorsing the editorial view 
expressed in the July, 1972 issue of the 
Indian Journal of Power and River Valie v 
Development , which summed lip the posi¬ 
tion thus: “What ails the power stations 
arc bad man (personnel) Management, 
bad Materials Management, bad Mainte¬ 
nance and totally out-dated Methods..” 

In order to deal with this crucial as¬ 
pect of our economy, Mr MandeJia wan¬ 
ted the country to proceed on the basis 
that the next monsoon also might not be a 
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good one. As per this “be prepared for 
the worst” suggestion of his, more power 
projects should be allowed to be set up; 
if plants are not indigenously available, 
he said, they should be imported. If 
need be, he added, industries using the 
additional power so made available should 
be asked to export their production to 
make up for the foreign exchange expen¬ 
ded on importing these new plants. 

A second constraint, in the opinion of 
Mr Mandelia, is the uncertainty of go¬ 
vernment policy. It is obvious that, al¬ 
though very little can be done to 
overcome natural constraints, much will 
still depend upon the policy decisions of 
the government. Take, for example, the 
joint sector approach. Mr MandeJia 
said that a large number of projects had 
been held up as no one seemed to know 
what the government’s decision on joint 
sector was. As far as industrialists are con¬ 
cerned, according to him, they are pre¬ 
pared to enter the joint sector regardless 
of the conditions the government may 
choose to impose. But, personally, he 
felt that the government could lay down 
the policy and even appoint its own chair¬ 
man or managing director and invest its 
share, but leave the management to pri¬ 
vate entrepreneurs, who would provide 
technocrats or expert advisers and also a 
small pail of the capital needed. It is 
known there arc differences, ideological 
or otherwise, even within the govern¬ 
ment itself on this subject, but the opti¬ 
mist that Mr Mandelia is, he hoped the 
position would be clarified by the end of 
this month. (January, 1973). If only be¬ 
cause of the present critical position, he 
wanted that at least basic decisions such 
as this should be taken without any delay. 

Another uncertainty hinges on the ques¬ 
tion of whether a particular unit of in¬ 
dustry belongs to a monopoly house or is 
inter-connected. As a result, no decision 
is being taken in respect of applications 
for expansion of capacity for producing 
even such important raw materials as 
caustic soda, coal and cement which are 
all known to be in short supply. Mr 
Mandelia disclosed that the applications 
for caustic soda of Harihar Polifiber and 
Hindalco were pending with the Mono¬ 
polies Commission for over two years 
now; so also applications of ACC and 
Birlas for coal and cement. 

So exasperated have industrialists be¬ 
come because of the long delay that is 
involved in the process that they are ask¬ 
ing the government to take a decision, 
even a negative decision, provided some 
one is given permission and production 
is not made to cutter. After all, said Mr 
Mandelia, the Dutt Committee has clear¬ 
ly specified the monopoly houses. “Let 
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the government proceed on the assump¬ 
tion that we are all monopoly houses or 
inter-connected companies and decide 
whether to give licences to us or to some¬ 
body else, but let the production go on”, 
he urged. 

A more or less similar result stems from 
reports such as, for example, the one 
suggesting that the government has al¬ 
ready decided not to give raw materials 
to any industry for more than 125 per 
cent of its installed capacity. This 
amounts to suggesting that the authorities 
have taken a decision even without waiting 
for the report of the Sarkar Committee 
which was specifically appointed to exa¬ 
mine the cases of some 45 companies said 
to have exceeded their licensed capacities. 
As Mr Mandelia remarked, “this is tanta¬ 
mount to imposing a penalty even before 
the Sarkar Committee has made known its 
findings”. This apart, would not such a 
decision in respect of units which have 
been producing in excess of their installed 
capacity, some actually at the instance or 
the authorities, mean throwing out of em¬ 
ployment workers at a time when the go¬ 
vernment is swearing it is doing everything 
to remove unemployment? Would it 
also not add to the problem of the Plann¬ 
ing Commission which has only recently 
approved of a Rs 90-crorc plan to create 
just five lakh more jobs? 

Labour unrest adds to the long list of 
constraints in the way of economic growth. 
But is the answer to this what the West 
Bengal government has done—ordi¬ 
nances prohibiting strikes and lock-outs? 
Mr Mandelia thought it was not the ans¬ 
wer, and he seems to be right, to judge 
from the reactions from both employees 
and employers. If the former regard these 
ordinances as an unwarranted encroach¬ 
ment on their trade union rights, the latter 
feel these are unworkable and impracti¬ 
cal. Instead, as suggesed by Mr Mar- 
del ia, some kind of agreement should be 
reached with the workers to ensure in¬ 
dustrial peace for a given period, say two 
years so as to maintain full production. 

There is then the question of nationa¬ 
lisation. As in the case of the joint sec¬ 
tor, the position here too requires to be 
clarified. If those engaged in industry 
or trade have to carry on, they must know 
where they stand. So let the authorities 
fix once and for all the principles for na¬ 
tionalisation, joint sector and all that to 
remove these and other uncertainties, said 
Mr Mandclia. 

Finally comes the budget uncertainty. 
Statements are made by some union 
minister or another, not necessarily the 
Finance Minister, that the country is in 
for a heavy dose of taxation to be able to 
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cope with the severe drought in several 
parts of India. Everyone understands 
what the government is up against when 
millions of tonnes of fooagrains have to 
be imported to feed everyone of the nearly 
600 million in this country at least hand- 
to-mouth. But why go on making state¬ 
ments and unsettling public morale thus? 
Is not everyone in the country unhesita¬ 
tingly giving his or her mite to the state 


Costly delay 

After nearly a decade of slogging to 
build up fertiliser capacity in a big way 
the country is not in a position to meet 
even 50 per cent of its needs. The capacity 
of nearly 1.5 million tonnes of nitrogen 
at the end of 1971-72 was not even utilis¬ 
ed to the extent of 60 per cent and with 
inordinate delay in commissioning new 
plants there is an acute shortage of ferti¬ 
lisers at a time when the government is 
seriously engaged in increasing food pro¬ 
duction during the rabi season. It was 
felt that there should be imports of the 
value of Rs 200 crorcs in 1972-73 for over¬ 
coming shortages and replenishing dep¬ 
leted stocks. But with a world-wide 
scarcity and competing demand for avail¬ 
able supplies from the Soviet Union, China 
and the USA, the contracted quantities 
arc not being secured and it is now ex¬ 
pected that not more than one million 
tonnes of nitrogen may be imported hav¬ 
ing a value of around Rs 120 crores 
against the foreign exchange allocation of 
Rs 200 crores. 

The year 1972-73 should have been a 
landmark in the history of the fertilisers 
industry as it had been programmed that 
three large >i/ed units with a capacity of 
152,000 tonnes nitrogen each and an¬ 
other unit in the private sector with a 
capability of 175,000 tonnes nitrogen 
should be in commercial production apart 
from the advantages that would arise out 
of the completion of expansion schemes 
of the existing units. There has been how¬ 
ever inexplainablc slippage in commission¬ 
ing the Cochin and Durgapur projects 
while the Goa plant will go on stream 
after a delay of about six to nine months. 
It has thus happened that actual produc¬ 
tion in 1972-73 will not be more than 
1.1 million tonnes and with the likelihood 
of the new units making a contribution 
of not more than 400,000 tonnes nitro¬ 
gen in 1973-74 there will again be need 
for importing large quantities for meeting 
an aggregate demand of 2.80 million ton¬ 
nes nitrogen. 

The trends in consumption in the past 
two years suggest that there is greater 


governments concerned to fight the battle? 

A particularly disturbing budget un¬ 
certainty concerns what the union Fi¬ 
nance Minister is going to do with the 
promised alternative to his proposed abo¬ 
lition of the Development Rebate with 
effect from May, 1974. This decision, it 
is needless to add, is of vital importance 
to industries. 


awareness on the part of farmers to use 
agricultural inputs and in 1974-75 the 
demand may rise to 3.25 million tonnes 
(nitrogen). Indeed the Fertiliser Asso¬ 
ciation of India has estimated that aggre¬ 
gate consumption in terms of nitrogenous 
fertilisers alone will be over 5 million ton¬ 
nes (nitrogen) by 1978-79 and it may be 
necessary to spend even Rs I (XX) crores 
on imports in the fifth Plan period if 
strenuous efforts are not made from 
now to fill the gap. 

On the basis of projects under imple¬ 
mentation and consideration a capacity 
of not more than 3.5 million tonnes is 
expected to be crouted in the next three 
or four years. Assuming that only about 
75 per cent of the rated capacity could be 
effectively used, under the best of condi¬ 
tions indigenous availability will be only 
about 2.5 million tonnes nitrogen at the 
peak. This point may probably be reached 
by 1975-76 when consumption would 
have risen to over 3.75 million tonnes 
nitrogen, it would thus appear that the 
existing gap of around 1.25 million ton¬ 
nes nitrogen between supply and demand 
will continue unbridged till the end of 
the fifth Plan and imports will be easily 
Rs 650 crores in 1974-79 and much higher 
at Rs 1000 crorcs as stated above if new 
capacity is not created for bridging the 
gap and for ensuring a continuous rise in 
production. 

In order to reach self-sufficiency by 
1978-79 additional capacity for 3.5 million 
tonnes nitrogen over and above that avail¬ 
able from the existing schemes will have 
to be created and it will greatly facilitate 
the attainment of the goal of self- 
sufficiency if the whole capacity can be 
doubled from the peak level to seven mil¬ 
lion tonnes nitrogen by 1976-77. It is in 
this context that the negotiations of En¬ 
gineers India Ltd with Toyo Engineering 
of Japan for erecting five standard plants 
on a time bound basis has to be welcomed. 
There has been unnecessary furore over 
the proposal to enlist the cooperation of 
this Japanese firm for speeding up the 
construction of fertiliser projects. The 
cost is estimated at Rs 500 crorcs with a 
foreign exchange content of Rs 170 crores. 

There should be no objection to the 
IB J 


import of equipment which would work 
out to only about 35 per cent of total out¬ 
lay. There would be no setback to the 
efforts towards indigenisation of fertiliser 
equipment for the commissioning of five 
standard units within 32 months from the 
date of clearance should by itself be help¬ 
ful in saving imports of at least Rs 200 
crores annually. It will therefore he clear 
that cvcfl a shifting of the schedule of 
construction by one year in respect of 
these five plants will result in the loss of 
foreign exchange of Rs 200 crorcs which 
is much more than the foreign exchange 
content of the capital expenditure on these 
units. As there will be need for erecting 
another seven plants besides completing 
the schemes of the Fertiliser Corporation 
of India the meaningless controversy over 
the enlisting of Japanese cooperation 
should end. 

Already considerable time and energy 
have been wasted on protracted negotia¬ 
tions and many schemes like those of lata 
Chemicals have been needlessly delayed 
from getting into their stride. There 
can be no doubt that significant pro¬ 
gress has been made in manufacturing 
fertiliser equipment and heat exchanger 
instruments, air fractionation units and 
other equipment are being produced 
efficiently by Indian engineering firms in 
the public and private sectors. The range 
of production is being continuously ex¬ 
panded and Indian experts are confident 
that even more sophisticated types of 
equipment can be undertaken with the 
conclusion of appropriate technical colla¬ 
boration agreements. In regard to the five 
standard units proposed to be construc¬ 
ted with Japanese aid it is the intention fo 
import raw materials for fabrication with¬ 
in the country on the basis of designs supp¬ 
lied by the foreign collaborators. En¬ 
gineers India should therefore lie helped 
to conclude its deal with Toyo Engineer¬ 
ing and implement the schemes so that all 
the units can be in operation before the 
end of 1975 or early in 1976. 


w uiiiiii miuuL an increase in the 
installed capacity by nearly five times from 
the level of 1971-72. Somehow the record 
ol working of the public sector units has 
been dismal and only those functioning 
in the private and joint sectors are reason¬ 
ably efficient. As the Fertiliser Corpora¬ 
tion has already its hands too full and 
the live standard units will lead to further 
preoccupation of Engineers India and 
others m the public sector, enterprising 
entrepreneurs in the private sector should 
be allowed to embark on new ventures 
If need be new joint sector projects also 
should be permitted. As additional capa¬ 
city for another 2.25 million tonnes nitre 
gen will have to be created besides that 
available from the five standard units. 
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the required progress can be made only 
with a proper division of work and 
arrangement of block credit from other 
sources for importing raw materials or 
such equipment unavailable from indigen- 


A new ethos of 
development 

Development banking has been with us 
—the developing countries—tor at least 
a quarter of a century now that the mere 
starting of a course on development bank- 
ing cannot normally be expected to re¬ 
ceive more than a passing notice. But the 
inauguration of a Regional Course on 
Development Banking (RCDB), jointly 
sponsored by the Bankers Training Col¬ 
lege (BTC) of the Reserve Bank of India 
and the Economic Development Institute 
(EDI) of the International Bank for Re¬ 
construction and Development (World 
Bank), in Bombay on January 15, by Mr 
S. Jagannathan, Governor of the Reserve 
Bank of India, is an event of outstanding 
significance to all development banks in 
the developing regions and cannot, there¬ 
fore, be dismissed so casually. This apart, 
the RCDB is a remarkable achievement of 
the BTC. Not only is it its first major 
undertaking in the international field (wrtat 
with as many as 17 participants drawn 
from development banks across the seas), 
but it is also the first of its kind, being a 
two-tier one (involving both senior and 
middle level executives) in constitution 
with the tiers coalescing, which promises 
to become, as stated by Mr Damian Von 
Stauffenberg, a faculty member of the 
EDI, who will be the Resident Faculty for 
this seven-week course, “the founding fa¬ 
ther of a whole generation of similar 
courses” which will be held in Washing¬ 
ton or abroad. Again, it helps to set a 
new trend. 

Hitherto, the belief was that the holding 
of such courses in Washington was good 
enough but the EDI has come to realise 
that regional courses organised together 
with a foreign partner, such as the present 
one in Bombay, offer distinct advantages. 
The success of any such course depends, 
as Mr Damian noted, on the organisa¬ 
tional ability and the dedication of the 
partner, and the BTC must have felt high¬ 
ly flattered to get such a good chit from 
him: “I have never seen a course which 
has been so meticulously prepared and 
that includes our own courses at the EDI”. 
It could not be otherwise with a wide range 
of men and institutions like Mr William 
Diamond of the World Bank and the 
ICICI, IDBI, IIM (Ahmedabad), S1COM 


008 sources. The bungling on the fertili¬ 
ser front has gone on for too long and fur¬ 
ther voidable delays in creating new 
capacity will be extremely costly in a 
period of rising consumption. 


and MSFC contributing to evolve and 
conduct this course. But considered com¬ 
ments on the course must await its success¬ 
ful completion and the results it produces, 
not to speak of the reactions in particular 
from the participants from other parts 
of Asia and Africa. The wealth of ex¬ 
perience represented by these participants 
is, of course, the main asset of the course, 
but what each of these will learn from the 
other and take back with him is going to 
be its real achievement, individually as 
well as institutionally. More than any¬ 
thing else, it is the extent to which the 
search that is proposed to be made for 
“a more effective role for the development 
bank on the macro-setting of an economy 
as a whole” yields results that will provide 
the proper index for measuring the suc¬ 
cess of the course. Mr Jagannathan must 
be deemed to have made this task easy by 
indicating the new directions in which 
development banking has to be promoted 
today to subserve this purpose. 

Development, said the Reserve Bank 
Governor, is “a deliberate process of 
moving away from the state of under¬ 
development” (defined as “a constella¬ 
tion of many undesirable conditions'for 
life and work and having production atti¬ 
tudes and behavioural patterns that are 
not favourable for growth”) and “aims 


at jerking *an$l lifting the entire social 
and economic system out of its low level 
of equilibrium, leading to a cumulative 
upward process of economic growth”. 
This is by no means an easy exercise, es¬ 
pecially when the ground under our feet 
is constantly shifting. Moreover, each 
developing country has its own peculiar 
problems depending on its size, resource 
endowments, stage of economic develop¬ 
ment and so on. It is because of this that 
certain considerations require to be parti¬ 
cularly borne in mind. 

The first of these considerations is that 
the new emphasis in development banking 
must be on minimising the cost of econo¬ 
mic development. The primary object of 
the RCDB, therefore, is to arouse cons¬ 
ciousness on the part of the decision ma¬ 
kers (such as participants in the course) 
who influence the allocation of the scarce 
resources in their respective countries. 
In this key position of theirs, as Mr 
Damian observed, every additional bit of 
experience and every improvement of 
judgement can have an impact which is 
quite out of proportion in size to the origi- 
ginal effort which led to this improvement. 

A second consideration is a degree of 
caution that is needed while adopting and 
applying the concepts and techniques of 
analysis which have been developed over 
the years. Once national economic ob¬ 
jectives are clearly specified, development 
hanks, according to Mr Jagannathan, have 
to do everything to achieve these objec¬ 
tives rather than concern themselves with 
maximising the rate of return on scarce 
resources, for, under the conditions pre- 
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Relations between the All India Railwaymen's 
Federation and the Railway Board have become 
quite friendly in the new political set up and 
issues which would otherwise have caused friction 
ure being settled amicably. Last week's negotia¬ 
tions between the Railway Board and the Fede¬ 
ration resulted in an agreement on several 
questions. Two such outstanding issues were fixa¬ 
tion of pay of staff on the prc-1931 scale who elect 
for the pay commission's scales to staff and on 
varying certain anomalies resulting from the appli¬ 
cation of the scales in different zones. The griev¬ 
ance relating to the staff on prc-1931 scales was 
that if they accepted the Pay Commission’s scales 
they would be losers because tlieir existing pay 
was higher than the Commission’s scales. Govern¬ 
ment no doubt offered a solution by undertaking 


to maintain their present income by treating the 
difference as personal pay which was to be ab¬ 
sorbed in their future increments, but this solution 
failed to improve the lot of the staff in terms of 
actual income now or in the immediate future. 
Government, therefore, made a liberal concession 
to this category of pre-1931 employees by fixing 
their immediate pay at the next higher stage in 
the Pay Commission's scales which would be 
above their present income and also guaranteed 
to them interim relief and future increments un¬ 
interrupted in the normal course. How far 
this liberalisation is going to tax the railway 
budget is not known, but the apparent anomaly 
of Pay Commission's scales with stoppage of 
increments in the near future lias been 
removed. 
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vailing in most developing countries such 
as ours, maximisation of the rate of return 
on resources is not tantamount to maxi¬ 
mising the social benefits of investment, 
because the standard assumption of eco¬ 
nomic theory, namely complete freedom 
of choice of consumption as well as pro¬ 
duction and the perfect mobility within 
the country of all factors of production, 
simply does not hold good. We thus see 
scarcity of labour in one part of the coun¬ 
try co-existing with abundance of labour 
in another part. Also the benefits of de¬ 
velopment in one region do not trickle 
down to the rest of the country. 

All these facts have to be carefully 
gone into before taking decisions on, 
say, the choice of location ol an 
industry. The Reserve Bank’s governor 
went even to the extent of suggesting that 
the development effort of developing 
countries should not only be satisfied with 
preventing such anomalies within their 
own country but within a given develop¬ 
ment region as a whole. “Our joint en¬ 
deavour of economic development,” he 
said, should be such that development 
effort of one country should not hamper 
the efforts of any other country in the 
region. In fact, the development pattern 
we visualise should be mutually support¬ 
ing”. This not only presupposes the most 
efficient utilisation of resources within the 
region, apart from considerable co-opera¬ 
tion among the countries therein, which 
is perhaps possible, but also the existence 
of complementary and not competing 
economics in the region, which is impro¬ 
bable in most cases. Moreover, there is 
no organised machinery to achieve this, 
as the Reserve Bank governor himself 
recognised. Hence his pertinent poser: 
“Can some criteria be devised which could 
lead us in the right direction and help us 
save some of the avoidable cost of econo¬ 
mic development?” 

Thirdly, and very rightly, it was pointed 
out by Mr Jagannathan, for us in the 
developing world, “time is our least ex¬ 
pendable resource”. With every day that 
passes, our problems tend to get larger and 
more intractable, thereby retarding growth. 
So, he felt, development banks, though 
admittedly very potent instruments of 
growth as they are, still needed to be up¬ 


graded, and courses such as the RCDB 
were aimed at that, he assumed. But he 
doubted whether just this upgrading 
would do and wondered if something more 
was not needed, something “which goes 
deeper and attempts a fuller diagnosis 
and, following from it, the prescription 
of necessary remedies”. And, he added, 
this would demand an inter-disciplinary 
approach. Even with such an approach, 
the governor opined, problem-solving 
should be “experimental,” “task and reali¬ 
ty oriented” and “collaborative,” and 
for this he thought assistance from highly 
competent consultancy, training and re¬ 
search facilities, all in a single complex, 
might be helpful. 

Mr Jagannathan also seemed diffident 
about the ability of development banks as 
they are equipped today to take on such 
exercises as a continuous and expert ana¬ 
lysis of the macro-level shifts and de¬ 
velopments in the structure of industry 
which are becoming increasingly neces¬ 
sary. He further visualised more radical 


changes such a9 the development of inter¬ 
mediate technology, about which, though 
there has been much talk, little has been 
done, and the attempts of policy-makers 
to look more closely at the distributional 
aspects of economic growth, all of which 
necessitate the building of an efficient 
and low-cost industrial structure capable 
of penetrating into new export markets. 
The economic unification of Europe ha9 
also reinforced the need to restructure 
the industrial and trade relations among 
developing countries. And in all these 
development banks have a crucial role to 
play but they have yet to gear themselves 
up for the task. In short, Mr Jagannathan 
was for evolving and implanting in the 
economy what he termed “a new ethos 
of development” through development 
banks. The crucial question, as he him¬ 
self put it, is whether these banks can 
bear all this heavy load without something 
more substantial being done for them and, 
if the answer to that is yes, to ascertain 
what this “something more substantial” 
represents. 
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Do You Know 

“ L 


i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON- 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

iii) that MURUKKU (Erythrina Indica) and UPPOOTHY (\Iaea- 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp ? 


Contact 


THE GWALIOR RAYON SILK MIG (WVG.) CO. LTD.. 

(PULP DIVI8ION) 

Birlakootam - MAVOOR - Kozhikode Dt, 

KERALA 

s V , ' . ‘ 

Grams : "WOODPULP" Calicut Telex: 084-216 Phonee : 3973 A 3974 (Calicut) 

- ; 51 A 52 (Mavoor) 
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POINTS Of VIEW 

Area shift and crop 

production in Haryana 


The period of last five years is consi¬ 
dered to be an era of breakthrough in the 
agricultural production. The foodgrains 
production of the country went up from 
95.59 million tonnes in 1967-68 to 107.81 
million tonnes in 1 970-71, showing 11.28 
per cent increase. This increase was 
due to an interaction of recent advances 
in agricultural technology such as the 
adoption of high yielding varieties of 
seeds, facilities of assured irrigation 
by undertaking a large number of minor 
and major irrigation projects, use of 
fertilisers and plant protection measures 
at higher rates, invention of cost-reduc¬ 
ing machines and implements, and crea¬ 
tion of organised Extension Education 
Services to the farmers. The impact of 
these advancements was mostly limited 
to the irrigated areas. Their contri¬ 
bution is not apparent in the dry farming 
regions which constitute approximately 
80 per cent of the total cropped area 
and contribute roughly 35 per cent 
of the nation's total food production. 
As such, further increase in agricultural 
production may be made possible by 
extending the said facilities to the 
farmers of dry farming regions. 

In Haryana, out of 81 Development 
Blocks 25 fall under dry farming regions. 
The present study was carried out pur- 
posively in Mohindergarh district which 
represents a typical dry farming region 
in the state and covers eight Develop¬ 
ment Blocks. The district in adjacent to 
Rajasthan and receives on an average, 
60 cm rains in a year. Mostly these 
rains are received during rainy season 
and in summer hot winds blow conti¬ 
nuously. The soil of the district is 
sandy to sandy loams and land is un¬ 
dulating. In the low-lying area the 
underground water is brackish while in 
remaining parts water table is very deep. 
It involves a high cost in lifting the water 
for irrigation purposes. The net irrigated 

Mr R. P. Singh is Associate Professor and 
Bead and Messrs D. D. Gupta & JLakshman 
Singh are assistant extension specialists in Farm 
Management in the Department of Economics, 
Haryana Agricultural University, Hissar. 


area is about 11 per cent of the net sown 
area and average size of farms is about 
five hectares. 

The specific objectives of the study 
were: (I) to study the changes in cropp¬ 
ing pattern and intensity of cropping 
after the inception of new technology; 
and (2) to examine critically the impact of 
new technology on production pattern 
and yields of major foodgrains and oil¬ 
seed crops. 

Methodology 

Out of eight blocks in Mohindergarh 
district, four were selected randomly. 
From each selected block, two villages 
were taken on a random basis. A list of 
farms from these villages was prepared 
and sixty farms (5 per cent of the total 
population) were taken randomly. The 
data were collected for the year 1969-70 
and 1970-71. In order to examine the 
changes after inception of new techno¬ 
logy in the area, the data collected by 
the Department of Economics, P.A.U.; 
Ludhiana, 1 during 1966-67 and 1967-68 
for the same region were also used. The 
second data from the Statistical Abstract 
of Haryana for the same periods were 
utilised to sec the cropping and produc¬ 
tion patterns of the district as a whole. 
To minimise the yearly fluctuations in 
production due to uncertainties, the 
average of 1966-67 and 1967-68 was taken 
for the base purpose. Though, the new 
technology was just ushered in the 
region in 1967-68 but had practically no 
impact on the production pattern. 

Cropping Pattern 

(A) Before inception of new technology 

Jt is evident from Table I that bajra 
occupied 41.10 per cent of the total 
cropped area followed by gram (28.97 
per cent), barley (8.76 per cent), oilseeds 
(4.96) and wheat (2.28 per cent). There 
was no evidence of high yielding varieties 
in 1966-67 but in 1967-68, a very little 
area chme under bajra and wheat show¬ 
ing 0.27 per cent to total cropped 


area in each case. A similar trend was 
also noticed when the secondary data 
were examined in Table II 

(B) After inception of new technology 

Again, bajra covered almost the same 
percentage of the total cropped area, 
while gram showed 34.28 per pent of the 
total cropped area. Area under barley 
and oilseeds was 4.08 and 2.70 percent 
of the total cropped area respectively. 
The increase in the total area under 
bajra was 6.37 per cent over the base 
year. In case of this crop a remarkable 
shift of area from local to hybrid was 
recorded. Area under gram was increas¬ 
ed by 23.81 per cent and in case of 
barley a reduction of 51.56 per cent was 
observed over base year (Table I). The 
total area under wheat increased by 
105.88 per cent, the percentage increase 
was found 33.33 per cent in local and 
650.00 per cent in high yielding varieties. 
A reduction of 44.44 per cent in the 
area of oilseeds was observed. Similar 
trends were also noticed when the secon¬ 
dary data were examined (Table II) 

Area increased under wheat, parti¬ 
cularly under high yielding varieties was 
due to increased irrigation facilities in 
the region (Table 1 & IV). Other reason 
for shifting the area under this crop was 
the price of wheat which was supported 
by the government, while the price of 
gram was also higher during the period. 
This encouraged the farmers to increase 
the area under these crops while no such 
incentives were there for barley and oil¬ 
seeds. This considerably reduced the 
area under barley and oilseeds. Gram, 
mostly grown in Barani conditions com¬ 
pensated its area by reducing the area 
under oilseeds and acquired more area 
from barley. 

Intensity of Cropping 

Before the inception of new technology 
the intensity of cropping was 147.25 per 

I. Data collected by the Assistant Extension 
Specialist, Farm Management, Punjab Agri¬ 
cultural University, Ludhiana, posted at 
Mohindergarh district. 
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Tabix 1 


POINTS OF VIEW 


Average Area, Production and Yield of Major Crops on the Sample Farms 


Before inception of new techno- After inception of new technology. Percentage change over 
logy. Average of 1966-67 and Average of 1969-70 and 1970-71 average of 1966-67 and 
1967-68 * 1967-68 


VI op 

Area 

(Hect' 

farm) 

Produc¬ 

tion 

farm) 

Yield 

(Kg/ 

licet) 

Area 
(Hcc / 
farm) 

Production Yield 
(Qtls / (Kg / 

farm) Hect) 

Area 

Produc¬ 

tion 

Yield 

Bajra (L) 

2.96 

10.14 

344.76 

2.66 

11.88 

446.45 

—10.15 

17.16 

29.49 

(40.83) 

(29.73) 


(35.00) 

(24.69) 





Bajra (H) 

0.02 

0.17 

850.00 

0.51 

5.81 

1140.00 

2450.00 

3317.65 

34.12 

(0.27) 

(0.50) 


(6.71) 

(12.08) 





Total Bajra 

2.98 

10.31 

348.80 

3.17 

17.69 

557.90 

6.37 

71.58 

60.08 

(41.10) 

(30.23) 


(41.71) 

(36.77) 





Gram 

2.10 

13.19 

627.80 

2.60 

16.64 

638.90 

23.81 

26.16 

1.78 


(28.97) 

(38.76) 


(34.28) 

(34.61) 





Barley 

0.64 

6.23 

980.10 

0.31 

3.91 

1260.00 

—51.56 

—37.24 

28.64 

(8.76) 

(18.30) 


(4.08) 

(8.13) 





Wheat (L) 

0.15 

2.55 

1704.00 

0.20 

3.31 

1605.00 

33.33 

29.80 

—5.81 

(2.01) 

(7.51) 


(2.63) 

(6.98) 





Wheat (H) 

0.02 

0.45 

2250. (X) 

0.15 

4.46 

2970.00 

650.00 

891.00 

32.00 

(0.27) 

(l.«) 


(1.97) 

(9.41) 





Total Wheat 

0.17 

3.00 

1821.00 

0.35 

7.77 

2220.00 

105.88 

159.00 

21.91 


(2.28) 

(8.83) 


(4.60) 

(16.39) 





Oilseeds* 

0.36 

1.03 

286.75 

0.20 

1.38 

674.50 

- 44.44 

33.98 

135.22 


(4.97) 



(2.70) 






Intensity of cropping 

147.25% 



151.75?,', 







Figures in parentheses show the respective percentages to total cropped area and total foodgruins production. 
L—Local including improved H High yielding varieties *lt includes rape and mustard only. 


Tablk II 

Average Area, Production and Yield of Major Crops in Mohindergarh District* 


Crop 


Before inception of new techno- After inception of new techno- Percentage change over (Average 
logy. (Average of 1966-67 and logy. (Average of 1969-70 and of 1968-69 & 1967-68) 
1967-68) 1970-71) 



Area 

(XXX) 

hect¬ 

ares) 

Produc¬ 

tion 

('000 

tonnes 

Yield 

(Kg./ 

Hect.) 

Area 

(’000 

hect¬ 

ares) 

Produc¬ 

tion 

(XXX) 

tonnes 

Yield 

(Kg./ 

Hect.) 

Aver¬ 

age 

Area 

Produc¬ 

tion 

Yield 

Bajra 

182.50 

60.50 

331.50 

189.50 

87.05 

459.37 

3.84 

43.88 

38.57 


(43.45) 

(33.15) 


(43.61) 

(36.65) 





Gram 

109.50 

73.50 

671.23 

132.70 

90.00 

678.22 

21.19 

22.45 

1.04 


(26.07) 

(40.27) 


(30.34) 

(37.89) 





Barley 

33.00 

30.50 

924.24 

13.75 

17.50 

1272.73 

-58.33 

—42.62 

37.71 


(7.86) 

(16.71) 


(3.16) 

(7.37) 





Wheat 

9,50 

16.00 

1684.21 

18.85 

26.50 

1936.34 

98.42 

128.12 

14.97 


(2.26) 

(8.77) 


(4.34) 

(15.37) 





Oilseeds 

14.50 

3.65 

251.72 

8.40 

3.85 

696.43 

—42.07 

60.27 

176.67 


(3.45) (1.93) 


Intcnsit) of cropping 146.28 V 0 150.08% 


Figures in parentheses show' the respective percentages to total cropped area and total foodgrains production. 
* Based on data taken from the Statistical Abstract of Haryana. 
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cent on the sample farms and 146.28 
per cent in the district as a whole. After 
the inception of new technology, a little 
increase was recorded i.e. 151.75 per cent 
for sample and 150.28 per cent for the 
district as a whole. This clearly proved 
that the new technology had a very little 
impact in the dry farming region. This 
has also been proved by Table IV that 
the net irrigated area had a very little 
variation during the period. Additional 
facilities of irrigation were utilised by 
the high yielding varieties of wheat which 
clearly proved that the irrigation inten¬ 
sity was increased in this crop and irri¬ 
gated area under other crops could not 
be extended. 

(A) Before inception of new technology 

Table 1 shows that gram contributed 
the maximum showing 38.76 per cent to 
the total foodgrains production followed 
by bajra (30.23 per cent). Barley occu¬ 
pied the third position by sharing 18.30 
per cent of the total foodgrains produc¬ 
tion and wheat contributed 8.83 per cent. 
Thus, before the inception of new tech¬ 
nology gram and bajra together contri¬ 
buted about 70 per cent to total food- 
grains production in the region. A simi¬ 
lar trend of production was also obser¬ 
ved from Table. II. 

(B) After inception of new technology 

The study reflected that there was a 
marked change in the composition of 
production after the inception of new 
technology. The share of bajra was re¬ 
ported maximum (36.61 per cent) to the 
total foodgrains production followed 
by gram (34.61 per cent). Wheat occupied 
the third position by replacing barley 
and contributed 16.39 per cent of the 
total foodgrains production. The share 
of barley came down to 8.13 per cent in 
the total foodgrains production. In case 
of oilseeds the production was increased 
from 1.03 quintals to 1.38 quintals per 
farm. 


Table III reveals that the composition 
of production-mix was changed after the 
inception of new technology. The maxi¬ 
mum (11.58 per cent) increase was in 
hybrid bajra followed by high yielding 
varieties of wheat (8.09 per cent) and 
remaining crops had shown the reduction 
in production mix after the inception of 
new technology. The maximum reduction 
was incotded for barley (—10.17 per cent) 
followed by gram (—4.17 percent). In 
case of secondary data local wheat and 
bajra contributed 7.60 and 3.50 per cent 
share in the production-mix respectively 


MIS OfWIEV 


Table III 

Contribution of Major Food Crops in Production-mix (Per cent) 


Crop 

Primary Data (Sample farms) 

Secondary Data (District) 


Before 

After 

Change 

Before 

After 

Change 


inception 

inception 

over 

inception 

inception 

over 


of new 

of new 

average 

of new 

of new 

average 


technology technology of 1966- 

technology technology of 1966- 


— 


- 67 and 

— 

——■- 

- 67 and 


average 

* average 

1967-68 

average 

average 

1967-68 


of 

of 


of 

of 



1966-67 

1969-70 


1966-67 

1969-70 



Sc 

& 


& 

& 



1967-68 

1970-71 


1967-68 

1970-71 


Bajra (L) 

29.75 

24.69 

-5.04 


,. 

. , 

Bajra (H) 

0.50 

12.08 

11.58 


.. 

. . 

Total Bajra 

30.35 

36.77 

6.42 

33.15 

36.65 

3.50 

Gram 

38.76 

34.61 

- 4.17 

40.27 

37.89 

-2.38 

Barley 

18.30 

8.13 

-10.17 

16.71 

7.37 

-9.34 

Wheat (L) 

7.51 

6.98 

- 0.53 

. . 

. . 

. . 

Wheat (H) 

1.32 

9.41 

8.09 




Total Wheat 

8.83 

16.39 

7.56 

8.77 

15.37 

7.60 



Tabli£ IV 





Crop wise Distribution of Irrigated Area 


(Per cent) 

Crop 

Primary Data (Sample farms) 

Secondary Data 


(Hect/farm) 


District (000 Hects) 


Before 

After 

Change 

Before 

After 

Change 


inception 

inception 

over inception 

inception 

over 


of new 

of new 

average of 

of new 

of new 

average of 


technolo- 

technolo- 

1966-67 technolo- 

technolo- 

1966-67 


gy, Av. of 

gy, Av. of 

Sc gy, Av. of 

gy, Av. of 

& 


1966-67 

1969-70 

1967-68 1966-67- 

1969-70 

1967-68 


& 

Sc 


Sc 

& 



1967-68 

1970-71 


1967-68 

1970-71 


Bajra (L) 

m f 

9 # 


., 


. , 

Bajra (H) 

0.02 

0.14 

600.00 


. . 

. . 


(2.94) 

(16.28) 





Total Bajra 

0.02 

0.14 

600.00 

.. 

1.00 

. . 


(2.94) 

(16.28) 



(2.56) 


Gram 

0.11 

0.02 

-36.36 

5.50 

3.50 

—36.36 


(16.18) 

(8.14) 


(16.67) 

(8.97) 


Barley 

0.28 

0.20 

-28.57 

14.00 

11.00 

—21.43 


(41.18) 

(23.26) 


(42.42) 

(28.21) 


Wheat (L) 

0.15 

0.13 

-13.33 



.. 


(22.06) 

(15.12) 





Wheat (H) 

0.02 

0.20 

900.00 

.. 


,, 


(2.94) 

(23.26) 





Total wheat 

0.17 

0.33 

94.12 

9.00 

18.00 

100.00 


(25.00) 

(38.38) 


(27.27) 

(46.16) 


Oilseeds 

0.05 

0.06 

20.00 




- 

(7.35) 

(6.97) 





Other crops 

0.05 

0.06 

20.00 

4.50 

5.50 

22.22 


(7.35) 

(6.97) 


(13.64) 

(14.10) 


Gross irrigated area 0.68 

0.86 

26.47 

33.00 

39.00 

18.18 

Net iirigated area 

0.66 

0.68 

3.03 

32.50 

33.00 

1.54 


Figures in perentheses show the percentage to total gross irrigated area. 
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and remaining crops had shown the same 
production pattern. 

The production of bajra was increased 
by 71.58 per cent over the base year due 
to 60.08 per cent increase in the level of 
yield (Table 1). In case of gram there 
was an increase of 26.16 per cent in pro¬ 
duction over base year in spite of the 
fact that the yield level almost remained 
the same. This increase was mainly due 
to an inciease in its area (23.81 per cent). 
A significant reduction (36.36 percent) in 
its irrigated area was observed from 
Table IV. F.vcn after a considerable re¬ 
duction in irrigated area it maintained 
yield level, suggesting its suitability under 
the existing agro-climatic conditions. A 
recommended package of practices for its 
cultivation in the region will bring the 
improvements in its yield level. 

Barley is another food crop of the 
region which had received the greatest 
setback in its production, in spite of 
28.64 per cent increase in its yield level 
over base year. This reduction in the 
production was found due to heavy 
reduction in its area (—51.56 per cent) and 
also because of reduction in irrigated 
area by—28.57 p?r cent (Tables T & IV). 
The average yield per hectare increased 
by 28.64 per cent. This was due to a 
little increase in the use of fertilizers and 
plant protection measures (Table V), 
suggesting that the production of this 


crop can be increased with a little more 
use of fertilizers, plant protection mea¬ 
sures and irrigation facilities. 

Wheat was the only crop which showed 
the largest contribution in the production 
by recording 159 per cent increase over 
the base year (Table I). The obvious 
reasons for this increase were, an increase 
in the total area (105.88 per cent), irri¬ 
gated area (94.12 per cent), and in 
the use of fertilizers and pesticides 
(Table V). 

An increase of 33.98 per cent over base 
year was reported in the production of 
oilseeds, in spite of the sharp decline in its 
area (44.44 percent). This increase in pro¬ 
duction was due to 135.22 per cent incre¬ 
ase in its yield level (Table I). The reasons 
for the increase in the yield were, 20 per 
cent increase in irrigated area, introduc¬ 
tion of improved varieties and significant 
increase in the use of fertilizers and pesti¬ 
cides (Tables IV & V). 

Table V clearly indicates that over a 
period of five years there was not much 
impact of new technology in the area. 
Though, the percentage number of farms 
using high yielding varieties, fertilizers 
and plant protection measures had signi¬ 
ficantly increased in some of the crops 
like wheat and bajra but not up to the 
desired level. Other important crops of 
the region i.e. gram, barley and oilseeds 


POINTS OF VKMV 

have good yield potentialities in the 
existing agro-climatic conditions and 
require a breakthrough to play a big role 
in increasing the agricultural production. 

conclusion 

A considerable increase in the produc¬ 
tion of gram was recorded, while the 
yield remained almost unchanged. This 
increase in production was mainly due 
to an increase in its area. High yielding 
varieties of wheat had reduced the area 
under barley and oilseeds, while the area 
under gram was not affected, as there was 
no substitute of this crop for barani 
region. The prices of gram remained 
higher during the period of study, which 
provided a considerable incentive to the 
farmers and hence, even without techno¬ 
logical breakthrough, the area under 
this crop increased. Now it requires 
special attention of breeders, planner* 
and extension workers to increase its 
yield. This will help the country in re¬ 
moving the problem of regional imba¬ 
lances in food production which is be¬ 
coming more and more acute. 

Barley had the greatest setback in 
production. The production declined 
considerably due to the reduction in its 
area. A little use of fertilizer and plant 
protection measures had shown a remark¬ 
able increase in the yield even after a 
considerable reduction in its irrigated 


Table V 

Major Factors of New Technology Affecting Production on Sample Farms (Primary Data)* 


Crop 

High Yielding seeds 

Fertilisers use 

Plant protection measures 


Before inception 

After inception 

Before inception 

After inception 

Before inception 

After inception 


of new 

of new 

of new 

of new 

of new 

of new 


technology 

technology 

technology 

technology 

technology 

technology 


A\. of 1966-67 

Av. of 1969-70 

Av. of 1966-67 

Av. of 1969-70 

Av. of 1966-67 

Av, of 1969-70 


and 1967-68 

& 1970-71 

& 1967-68 

& 1970-71 

& 1967-68 

& 1970-71 


No of Area 

No of Area 

No of Area 

No of Area 

No of Area 

No of Area 


farms 

farms 

farms 

farms 

farms 

farms 

Bajra 

1.67 0.67 

28.33 16.09 

13.33 18.52 

(3.00) 

51.67 54.85 

(12.00) 


3.33 4.25 

Gram 




1.67 0.70 

.. 

3.33 0.80 

Barley 



36.66 12.74 

(10.00) 

45.00 26.20 

(18.00) 

.. 

5.00 5.15 

Wheat 

1.67 11.76 

91.66 42.86 

36.66 30.00 

(13.00) 

73.33 (80.00) 
(38.00) 

.. 

13.33 9.78 

Oilseeds 




6.67 3.30 

(9.00) 


13.13 17.69 


Figures in parentheses show the nitrogen used in Kg. per hectare, irrigation factor has been excluded from this table as a 
detailed analysis of this factor is given in Table IV. 
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ALUMINIUM in 

CONSTRUCTION & 
STRUCTURAL USES 

For Building ft Construction, HINOALCO offers Semi-fabricated aluminium prodtn.1t 
(sheets end extruded shapes) in a wide range to suit diverse jobs. High strength-t» 
weight ratio and low maintenance costs make Aluminium the ideal choico of mcdam 
guilders and architects. Besides, for making buildings cool in summer and warm 
In winter, aluminium panels are baing increasingly used-today in modern sky-screpeew 
HINOALCO Semi-fabricated products are so versatile that they can be used in making 
almost anything, from landing mat for Aeroplane in an emergency defence purpose 
to drainage culverts in farms for Agricultural purposes- 

MODERN BUILDERS SPECIFY HINOALCO ALUIMNUIIL 



HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

MMUKOOT ■ BIST. MIRZAPU* ■ UJ>. 
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ERYTHRINA INDlCA. 

MACARANGA PELTATA, STEREOSPERMUM CHELANDRIS, 

DILLENIA PENTAGYNA et cetera 

What are they ? 

Nothing but a few of the tongue-twisting botanical names of certain soft 
and semi-hard wood species locally Known in Kerala as MURUKKU, 
UPPOOTHY, POOPAADIRI, VAZHAPUNNA etc. which are now being 
used as raw material for producing. 

HAY OK GRADE PULP. 

Thus Gwalior Rayons helps build up economy of 
Nation by saving nearly fifteen crores rupees worth 
of foreign exchange every year. 



THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD., 

( PULP DIVISION ) 

Birlakootaro MAVOOIt — Koshikode Ot. 

KERALA 

Gram: "WOODPULP" Calicut ftegd: Office : BIRLAGRAM 

Phone: 3971-74, Calicut NAGDA(MP) 

Telex CT—216 
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area, suggesting a greater potentiality of 
the crop. Some efforts should be made 
to improve the technology. Particularly 
at a time when inputs like irrigation and 
fertilizers arc becoming more and more 
costly and scarce, it will not be advisable 
to increase the area under high yielding 
varieties of wheat in dry region, as the 
optimal doses of these inputs cannot be 
increased proportionately. A study con¬ 
ducted in the state had also shown a 
gradual reduction in the yield of high 
yielding varieties of wheat on progressive 
farms. 2 A breakthrough in (he cultiva¬ 


tion of barley will soive the problem of 
dry region to some extent and will retain 
the inferior quality of land under its culti¬ 
vation which will raise the productivity 
of irrigation and fertiliser inputs. This 
may be possible only by providing incen¬ 
tive of support price for barley and 
demand may be created by locating a 
processing plant. 

Oilseeds had also shown a good yield 
potentiality in the region and its produc¬ 
tion can be promoted by introducing 
some frost and pest resistant varieties 


Fonsiifwiwi 

with recommended package practices. 
New technology had shown a good im¬ 
pact on the production of bajra. But 
increase in its area was hardly 4 to 6 per 
cent and production of this crop can be 
further enhanced by giving some more 
incentives to the farmers in the form of 
assured plant protection massures with 
little increase in port price. 


2, M*. V. George and K. P. Singh. "Recent 
Fiends in Input-Output Prices and Their 
Impacts on Farm Income”, Indian Journal of 
.l.atil. Economics Vol. XXVI. No. 4. Confe¬ 
rence No. Octob i-Lcccmbcr 1971. 


P. N. Sharma 


Regional planning 

a case study of UP 


Tm. evaluation of the programmes un¬ 
dertaken during the first two five-year 
Plan periods clearly established that eco¬ 
nomic planning in India had not been 
able to remove the regional imbalances 
which posed a threat to our political 
values. Thus, there was some rethinking 
and the supreme body of planning i.e. the 
Planning Commission decided to adopt a 
regional approach to planning from the 
third five-year Plan period onward and 
some steps were taken to implement re¬ 
gional planning in the country. 


Regional approach to planning as a 
matter of fact implies making the pro¬ 
cess of planning flexible enough to accom¬ 
modate the programmes of economic bet¬ 
terment with suitable priorities for the 
regions requiring special and immediate 
attention. Also, the regional approach en¬ 
visages the division of the whole planning 
area into different types of regions and to 
plan the programmes of each region ac¬ 
cording to its problems, resources and 
potentiality of development. The process 
of planning with a regional approach has 
been termed as regional planning. 

Regional planning thus takes care of 
intermediary areas which tend to be neg¬ 
lected in national or local planning and 
is able to achieve a desirable rural-urban 
relationship. A region can be an effective 
unit for planning as it provides a suitable 
frame of reference for integration and 
balance of economic and social develop¬ 
ment projects of national significance and 
those based on local initiative. Regional 


planning may be defined as unified deve¬ 
lopment of urban communities and their 
environs and of states, regions and the 
nation as expressed through determination 
of the comprehensive arrangement of the 
land uses and occupancy. Such planning 
could first of all help to strengthen the 
economic basis of existing agglomerations 
thus fully utilising the external economics 
present there and secondly it would achi¬ 
eve a suitable rural-urban relationship by 
creating alternative centres of attraction 
for the movement of rural people to the 
cities the brunt of which is now being 
borne by large metropolitan centres in 
entirety. 

The alternative centres so planned 
could be established by judicious location 
of new industries appropriately diversified 
and by development of transport in a more 
rationalised pattern than is the case at 
present. Apparently this would seem to be 
largely a physical problem but it is not 
so. Actually regional planning aims at 
devising a pattern which will fit in a lar¬ 
ger unit. The qualities inherent in the area 
not only dictate in large part the features 
of that plan but also its territorial extent. 
Thus it becomes the concern of econo¬ 
mists, sociologists and administrators. 

Our past experience in economic plan¬ 
ning and its implementation has clearly 
pinpointed the serious gaps found in trans¬ 
lating the economic plans into social and 
physical counterparts. This emphasizes the 
need for comprehensive planning at the 
regional level and the interpretation of the 
economic and social goals in terms of 


physical dimensions and evolving out of 
them a completely intergated and inter¬ 
related programme of development at 
all levels. Jt means that regional planning 
is indispensable whatever be the order of 
investment. In fact, the smaller the quan¬ 
tum of investment, the tighter the resourc¬ 
es position, the greater is the need for a 
well thought-out regional plan so that 
every bit of the available resources is 
applied to productive channels. 

A region, generally speaking, is an 
area of land possessing characteristics 
which make it a readily identifiable 
entity; these characteristics may be 
physical, economic or social. The 
Rural-Urban Relationship Committee of 
the government of India has defined a 
region on the basis of interaction and 
inter-development between the smaller 
communities for the achievement of 
common needs and interests. The region 
includes a fairly broad spectrum of 
agricultural, industrial, commercial and 
other types of activities, all closely inter¬ 
related and requiring various common 
services such as health, education, water 
supply, drainage and transportation. In 
the region there is a hierarchical pattern 
of settlements bound together in a 
system of functionally interlinked and 
inter-dependent units Regions have 
been defined according to the purposes 
of planning but a region is supposed to 
be identified on the basis of the purpose 
of configuration, and the scale as well as 
the process of planning. Therefore a 
region should be a physical entity 
having an assured economic and social 
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viability developed or undeveloped but, 
developable from the resources within. 
The region for obvious reasons should 
be of manageable size covering a total 
problem area having contiguous areas 
the adjustment of whose boundary should 
be possible with other regions. Thus a 
region might include many cities and 
suburbs, might cross state boundaries and 
stretch out towards other regions estab¬ 
lishing manifold contact with them. 
The boundary of a region cannot be 
precisclymarked. It has to be elastic. 

For an effective organisation of regional 
planning the lirst and foremost prerequi¬ 
site is the proper delineation of planning 


regions. The delineation of regions 
should be able to pronounce clearly the 
difference in the resources, the produc¬ 
tivity and the general standard of living 
in between different regions because 
regional planning, once these differences 
arc marked, seeks to remove them and 
strike a balance between the two ex¬ 
treme positions all over the country. 
Thus there should be a continuum from 
the smallest to the broadest region 
which would be able to give a com¬ 
parative idea of levels of development of 
different regions instantaneously. The 
application of a uniform criterion for 
delineation of regions in the state in 
drawing out a clear picture regarding 


problem areas will consequently help in 
deciding the quantum investment or 
allocations in different sec ors. 

planning regions 

The regional approach to planning was 
initiated with the beginning of the 
fourth five-year Plan in Uttar Pradesh by 
a broad demarcation of economically 
differential regions. According to this 
approach the state has been divided into 
five broad regions namely : 

1 . Eastern districts (15 districts) 

2. Bundelkhand region (4 districts) 

3 . Central districts (9 districts) 
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4. Western districts (18 districts) 

5. Hilly region (8 districts) 

These regions, as recommended by the 
National Council of Applied Economic 
Research, in the techno-economic survey 
of Uttar Pradesh, have been utilised for 
distribution of economic activity with 
the intention of raising the level of 
development of backward areas of eastern 
districts, Bundelkhand region and the 
hilly region. 

special cell 

For implementing the directions of the 
Planning Commission to prepare the 
district plans (district being accepted as 
a unit for regional planning) the state 
government has recently established a 
state planning institute which apart from 
co-ordinating the activities of different 
departments will have special cells for 
regional planning and perspective plann¬ 
ing. The stale Planning Institute may 
soon proceed with the work of organising 
regional planning on a sound footing 
which will require the division of state 
into suitable planning regions which in 
turn will have to be conceived in 
space unlike the present economic regions. 

Another handicap in the present system 
of planning in the state seems to be that 
the continuum from the smallest planning 
system to the largest planning system is 
missing. There is no planning system in 
between the district and the broader eco¬ 
nomic regions which may be termed as 
micro and macro regions between these 
regions because of a big gap in spatial 
terms. A proper co-ordination and a two- 
way flow of information may not be 
feasible. It may also not be possible to 
give special attention to problem areas in 
the regional context. Therefore for the 
creation of a better and suitable net-work 
of planning and its implementation the 
delineation of regions from district to 
state should be made on a scientific 
basis which has to be done by physical 
planning. 

The proper and precise delineation of 
the planning regions would be a major 
determinant of the success of regional 
planning in the state. Therefore it should 
be done on a sound basis taking into 
consideration the characteristics of diffe¬ 
rent regions. The inter-play of growth 
centres largely determines the character 
as well as the economic base of the 
region. In case the growth centres arc 
major urban centres (single or more) 
these will largely influence the character 
of the region which may be termed as 
a potential metropolitan . region and 


similarly the region having lower level of 
development or resources available may 
be termed as under-developed or resource 
region. Different sets of criteria have 
therefore to be evolved for different 
types of regions in order to assess their 
specific problems and planning metho¬ 
dology. While proceeding to delineate 
different planning regions, the problem of 
implementation of the development pro¬ 
grammes in a region has to be kept in 
view as a specific mechanism will be re¬ 
quired to implement these programmes. 
At present the state has a definite ad¬ 
ministrative configuration in which the 
head of the district or a division is res¬ 
ponsible for co-ordination and implemen¬ 
tation programmes. Therefore the deli¬ 
neation of regions should be as far as 
possible adjusted in the present adminis¬ 
trative boundary of the division itself so 
that no separate mcchinery may be re¬ 
quired for implementation. 

metropolitan regions 

For the identification of potential me¬ 
tropolitan regions proper criteria have to 
be evolved after a careful study of the 
existing pattern of settlements in the stale 
with a suitable strategy of urbanisation 
formulated after considering the unutilised 
and underutilised infra-structure in our 
cities. This strategy has to be based on 
the economics of urban agglomerations 
just as towns with underutilised infra¬ 
structure potential are likely to play a role 
as significant as the one played by the 
present metropolitan centres. 

Keeping in view the dominant role of 


urbanisation in the planning of poten¬ 
tial metropolitan region the following 
criteria for its delineation may be con¬ 
sidered suitable. 

1. The proposed region should be located 
on major rail and road links in the state 
and should include a potential metro¬ 
politan centre; 

2. The areas proposed to be included in 
the region should have a gross density 
of population of more than 800 persons 
per square kilometre; 

3. These areas should have recorded a 20 
per cent or more urban growth per de¬ 
cade and the urban population should 
constitute about 15 per cent of the total 
population. 

According to the above criteria the 
following six potential metropolitan re¬ 
gions may be identified in Uttar Pradesh 
whose salient features are given in the 
Table I (p. 192) 

under developed regions 

The under-development of an area is 
indicated by excessive dependence on 
agriculture, high density of population, 
low agricultural and industrial output, 
lack of transport and communication faci¬ 
lities and absence of community facilities 
and social services. The National Coun¬ 
cil of Applied Economic Research on the 
basis of certain indicators has determined 
the level of development of each district 
in different fields on the basis of per 
capita income, density of population. 
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number of industrial workers, etc. From 
these indicators we can have an idea of 
the under-development of a particular 
district in different spheres. But to have 
a composite picture we have to evolve 
tame other criteria. The Town and 
Country Planning Organisation of the 
government of India made a study of 
under development of Uttar Pradesh and 
developed a composite index method 
with four types of indicators having 
different weightages. They arc : 

1 . Economic; 

2. Demographic; 

3. Transport & Communication; & 

4. Social. 

According to this study, different dis¬ 
tricts have been arranged in five groups 
with a class frequency of 0.50 according 
to their level of development represented 
by the group value allotted to them out of 
total weightage of 20 points (see Tabic II). 

On Ihe basis of the above criteria 
nine under-developed regions may be 
identified (see Table III). 

hilly region 

The hilly areas of Uttar Pradesh arc 
predominantly rural and have a large 
component of tribal population. Because 
of lack of communications they have not 
felt any impact of development taking 
place elsewhere. Though strategically 
situated these areas have been compara¬ 
tively neglected. The hilly districts of 
Uttar Pradesh by and large present a 
spectre of misery, poverty and backward¬ 
ness. The extent of urbanisation in hilly 
areas has been much lower as compared 
to othc£ parts and the proportion of 
scheduled caste and scheduled tribe 
population is relatively large. Agricul¬ 
ture is the main occupation and persons 
engaged in agriculture form three-fourths 
of the total working force. The compo¬ 
nent of working force in manufacturing 
and industry is rather negligible. In 1 
social and cultural fields also, hilly people 
generally and the hill tribes in particular 
remain relatively unaffected by the forces 
of social change. For the purposes of 
planning two hilly regions are proposed. 
They are : 

J. Uttarkashi - Chamoli - Pithoragarh 
Region. 

2. Tehri - Garhwal - Garhwal-Almora- 
Nainital Region. 

From the above study it would be 
clear that the state of Uttar Pradesh can 
be divided into 19 planning regions to 
cover it entirely under regional planning. 
Out of these regions, eight will be poten¬ 


tial metropolitan regions, nine under¬ 
developed regions and two hilly regions. 
These regions have been shown on the 
map. 

It may however be pointed out that 


Hill M MUM 

this study is purely exploratory and the 
delineation of areas is hypothetical and 
rather arbitrary. This may of course 
provide a base for further studies in the 
field. 


Table I 

Potential Metropolitan Regions 


SI. 

Name of potential 

Area of the 

No. 

metropolitan region 

region 

(0005) 


Kanpur-Etawah-Farru- 

khabad. 

14.7 

2 . 

Allahabad-Fatehpur 

11.5 

3. 

Agra-Mathura-Aligarh 

13.6 

4. 

Bareilly-Rampur- 

Moradabad-Bijnor 

17.3 


Lucknow-Unnao-Rae 

Bareli 

11.7 

6 . 

Meerut-Bu landshahr 

10 8 

7. 

Varanasi-Mirzapur 

16.4 

8 . 

Dchra Dun-Saharanpur- 
M uzaffarnagar 

■ 12.8 


Population 

Urban popu¬ 

% of urban 

J 971 

lation 1971 

population to 

(in lakhs) 

(in lakhs) 

5 

total population 

59.96 

15.92 

26.5 

42.14 

6.14 

14.5 

57.25 

14.35 

25.1 

66.20 

14.19 

21.4 

46.25 

9.25 

20.0 

54.38 

10.94 

20.1 

43.72 

8.78 

20.1 

44.43 

10.0 

22.5 


Table II 

Districts According to Level of Developed 


Name of the district 


Level of development (group value) 


1. Kanpur 

2 . Lucknow, Meerut, Saharanpur 

3. Agra. Bijnor, Muzaffarnagar, Rampur. 

4. Aligarh, Allahabad, Barabanki, Bareilly, 
Bulandshahr, Deoria, Faizabad, Farru- 
khabad, Ghazipur, Gorakhpur, .lalaun, 
Jhansi, Kheri, Mathura, Mirzapur 
Muradabad, Pilibhit, Shahjahanpur! 
Sitapur and Varanasi. 

Azamgarh, Ballia, Bahraich, Basti, 

Banda, Budaun, Etah, Fatehpur, 

Gonda, Hamirpur, Hardoi, Jaun- 
pur, Mainpuri, Pratapgarh, Rai 
_Bareli, Sultanpur and Unnao. 


between 1.75 and 1.25 
between 1.25 and 0.75 
between 0.75 and 0.25 
between 0.25 and ( -) 0.25 


between (—) 0.25 and (—-) 0.75 


Table III 

Under-developed Regions 


Name of the underdeveloped 
region 


Level of development 
(Group value) 


1 . 

2 

X 

4. 

5. 

6 . 

7. 

8 . 

9. 


Elah-Mainpuri Region 
Budaun-Shahjahanpur-Pilibhit Region 
Hardoi-Sitapur-Kheri Region 
Faizabad-Sulianpur-Pratapgarh Region 
Barabanki-Gonda-Bahraich Region 
Gorakhpur-Deoria Region 
Azamgarh-Basti Region 
Jaunpur-Ghazipur-Ballia Region 
Jhansi-Jahtun-Hamirpur Banda 


between —0.36 to —0.26 

„ —0.41 to —0.11 

„ —0.44 to -f 0.12 

>, —0.56 to —0.12 

„ —0.65 to —0.24 

„ —0.08 to —0.04 

„ —0.81 to —0.04 

„ —0.42 to —0.25 

„ —0.36 to—0.15 
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Inflation and payments JO, "* rnH -::: 

prospects in 1973 


I 

RESURGENCE OF INFLATION 

The present marked strengthening of 
inflation, particularly in Europe, raises diffi¬ 
cult issues of immediate policy. In many 
European countries, consumer prices 
have been rising twice as fast as normal, 
and in some the price rise has become 
10 per cent or more. For Europe as a 
whole, the price rise is now back to the 
rale which prevailed at the peak of the 
previous cycle. This has happened at a 
lime when a number of countries are 
still concerned 10 restore acceptably high 
employment and are pursuing demand 
management policies to that end. 

The situation, now in Europs bears out 
the warning in the OECD report publish¬ 
ed over a year ago in December, 1970, that 
“it mnv prove more difficult to bring in¬ 


flation under control, particularly through 
demand management policies, than would 
have seemed likely on the basis of ex¬ 
perience in the early part of the 1960s. 
Although in the short run (i. c. in 1971) 
the prospect is for some improvement 
in price performance, unless it is more 
marked than now expected a serious 
inflationary problem may re-emerge.” 

The increased pressure on prices in 
Europe may only partly be due to special 
temporary factors such as the world meat 
shortage, the effects of the relaxation of 
earlier price controls, increases in public 
utility charges and the pa$sing-on of 
previous above-average increases in labour 
•costs. A generally stronger rising trend 
of costs and prices seems to have re- 
emerged. Even in the United States, where 
resort to price and incomes controls and 
short-term productivity gains has helped 


to slow down the inflation, with sonic 
consequential benefits to olhar OECD 
countries, the rate of price increase is 
still well above the average of the 1960s. 

One particularity of the present stiuation 
in Europe is the apparent uniformity of 
the rate of price increase, despite consider¬ 
able differences in the degree of demand 
pressure between countries. Inflation 
often transmits itself, with time-lags, 
from larger to smaller countries through 
international trade, raising the import 
prices of the latter and confronting them 
with an export boom on top of domestic 
demand. In the present case, the process 
of international transmission may be 
being speeded up by psychological factors 
affecting most European countries at the 
same time. Responsibility for dealing 
with inflation rests with national govern¬ 
ments and the best means will vary accord¬ 


ing to circumstances. The importance of 
achieving simultaneous and niuiually- 
supporting action by European govern¬ 
ments to reduce the rate of price 
increase is fully recognised. This is 
evident from the Resolution of the 
Council of the European Communities on 
action against inflation of 31 October, 
and from the discussions in the Economic 
Policy Committee of the OECD on 15-16 
November, which led to the Council of 
the OECD to adopt a Recommendation 
on inflation and economic expansion on 
12 December 1972. 

II 

ECONOMIC POLICY 

To make an effective dent on inflation 
by demand management alone would 
require draconian measures of restraint, 
which. no country would wish to impose 


and which might indeed be counter¬ 
productive. Developments during 1972 
strengthen the case for a multi-policy 
attack on inflation—of supplementing 
control of aggregate demand by other 
steps. The apparent success of the mea¬ 
sures of price and income control adopted 
last year in the United States lends 
support to the experience of several 
other countries that such measures may 
be useful, at least in dampening price ex¬ 
pectations and giving a breathing space. 
Somewhat similar measures are now being 
taken in the United Kindom after the 
failure to achieve a voluntary arrangement. 

well-known difficulties 

The difficulties of continued policies 
of price and incomes restraint are 
well-known: nonetheless, it may yet 
prove that, by breaking into the circle 
of price and wage escalation, they can, in 
appropriate circumstances, exert a useful 
brake on inflationary expectations. More 
active manpower and regional policies 
can also help to reduce inflation by secur¬ 
ing better use of existing resources and 
enabling serious regional or sectoral 
unemployment problems to be eased 
without raising the level of demand of 
those areas where over-heating already 
threatens or exists. Policies to increase 
competition in particular sectors of the 
economy can also do much. 

Consideration of such policies clearly 
should, the OECD stresses, not distract 
attention from the continuing problems of 
demand management. Policies governing 
the trend of total expenditure will need, 
from now on, to become increasingly 
prudent in the OECD area as a whole. 
A strong revival of economic activity 
from the recession, which affected in 
varying degree most member countries 
during 1970 and 1971, is now well under 
way, helped by expansionary policies and 
a recovery of business confidence from 
the disturbed conditions that preceded 
the Smithsonian Agreement. If the 6£ 
per cent growth rate forecast for OECD 
next year is realised, it will be one of the 
highest recorded since 1955. The revival 
is particularly well advanced in North 
America, where both business and house¬ 
hold demand have been rising rapidly and 
where the need for some restraint may, 
before long, become apparent. In some 
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countries conditions are such that govern¬ 
ments are already faced with the need to 
restrain the growth of demand. In some 
other countries, especially Italy and Japan, 
where business activity has only more 
recently begun to turn upward, an ade- 
qute rate of growth through 1973 will 
depend on the degree of support that the 
governments’ policy is able to command. 
Other countries fall somewhere between 
these two positions. 

Ill 

UNEMPLOYMENT 

A further particularity of the present 
situation, in addition to the apparent 
change in the trade-off between demand 
pressures and inflation in Europe, is that 
in many countries faster growth of output 
is only making a slow impact on un¬ 
employment. In the United States and 
the United Kingdom, unemployment has 
fallen but remains high. In Canada and 
Italy, the situation has become worse. At 
lower levels, unemployment has also 
risen somewhat in 1972 in Australia and 
in a number of other countries. It is nor¬ 
mal for employment to lag behind output 
as productivity increases in the early 
phase of a cyclical upswing, but there is 
disturbing evidence of structural causes of 
unemployment which may be alleviated 
but not removed by rising aggregate 
demand. Apart from regional and occu¬ 
pation imbalances between supply and 
demand for labour, which are important 
in some countries, failure to maintain a 
rate of capital formation sufficient to 
equip a labour force swollen by demo¬ 
graphic factors and rising participation 
rates (especially among women) may be 
contributing more generally to a rising 
plateau of unemployment. 

In a number of countries demand pres¬ 
sures are already significant and policy is 
becoming more restrictive. If present 
rates of expansion were to continue 
through 1973 into 1974, most other coun¬ 
tries—Italy and Japan being important 
exceptions—would be back into condi¬ 
tions of excess demand. In these cases 
steps will have to be taken during the 
next twelve to eighteen months to bring 
the pace of expansion back to a more 
normal cruising speed. The appropriate 
timing of such steps will obviously vary 
from country to country but will need to 
take account of the tendency for expan¬ 
sion to accelerate. This tendency arises 
partly because business investment demand 
usually responds fairly fast in the process; 
in the smaller countries it also reflects the 
spillover effects of expansion in larger 
neighbouring countries through dispro¬ 
portionate increases in imports. 

In several countries growth of money 
eastern economist 


supply has been unusually rapid. It seems 
recognised that it would be unwise to 
allow such abnormal rates of money ex¬ 
pansion to continue for much longer, and 
monetary policy will everywhere have a 
contribution to make when restraint 
becomes desirable. In this respect, 
however, due attention has to be given to 
the possible impact on the international 
situation should monetary restraint be 
pushed too far in Europe. Interest rates 
in Europe arc in any case liable to be 
driven up by expectations of coulinued 
inflation, and excessive reliance on mone¬ 
tary restraint could, through the elfects of 
widening interest differentials on capital 
movements impede the return of confi¬ 
dence in the present stage of the inter¬ 
national monetary system. 

In formulating fiscal policies for res¬ 
traint, as and when they become necessary, 
the OECD considers that it may be desir¬ 
able to pay regard to the regional and 
industrial impact of demand pressures, 
and to consider the possibility of selective 
measures aimed at minimising both un¬ 
employment and inflation. In those 
countries and regions, for example, where 
inflationary bottlenecks have emerged in 
construction during past upswings, there 
may be possibilities for influencing private 
building activity or for reviewing the 
timing of publicly financed projects. 
Where unemployment is heavily concen¬ 
trated in certain regions of the country, 
there may be scope for selective measures 
to reduce unemployment without causing 
excessive pressure on high-demand areas. 

IV 

BALANCE OF PAYMENTS 

The cyclical upswing in the major 
countries has contributed to a rapid 
increase in the volume of world trade, 
but its uneven timing has been one 
factor holding back the hoped for 
improvement in the pattern of current 
balances of payments. It was always 
expected that, owing to the initial “per¬ 
verse” terms of trade impact of the 
Smithosnian exchange-rate realignment, 
the pattern would look worse in 1972 
than in 1971. But the outcome for 1972 
now seems likely to be even less satisfac¬ 
tory than envisaged. In particular, the 
current deficit of the United States will 
probably be $ 5,000 to $ 6,000 million 
larger than in 1971 partly because of the 
strength of domestic expansion in the 
United States. And the current surplus 
of the United Kingdom may decline, by 
some S 2,000 to S 2,500 million, to a posi¬ 
tion of approximate equilibrium; on this 
score the OECD is more optimistic than 
some recent UK estimates which forcesee 
a large deficit. The counterpart to these 
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deteriorations i9 fairly widely spread* 
Japan's current surplus» although the 
largest in the area, has increased only 
slightly. Most of the counterpart lies 
rather in larger current surpluses in Italy, 
the Netherlands and Belgium, and in 
certain other smaller OECD countries, 
and in an unexpected decline of the 
surplus of the OECD area as a whole 
with the rest of the world. 

Present balance of payments of fore¬ 
casts for 1973 indicate some progress 
towards better equilibrium on current ac¬ 
count, on the grounds that the volume 
effects of the currency realignment should 
increasingly make themselves felt, and that 
the Japanese government has recently 
taken an important range of measures 
designed to reduce the current account 
surplus. But the prospect remains un¬ 
certain, if only because of cyclical factors, 
and the existing forecasts by the OECD 
Secretariat suggest that, in 1973, the ma¬ 
jor imbalance will remain substantial. 
Hence the importance of any steps open 
to individual countries, especialy those 
with excessively strong balances of pay¬ 
ments, to assist and hasten the adjust¬ 
ment process. 

Through part of 1972, balances of offi¬ 
cial settlements were helped by reflows of 
mobile funds to the United States. These 
probably reflected, in part, improved con¬ 
fidence following the Smithsonian Agree¬ 
ment and, in part, the difference between 
interest rates in the United States and else¬ 
where. But the large international flows of 
funds that accompanied the sterling crisis 
last June and July are evidence that 
confidence in the realignment is still 
somewhat delicate. And the OECD 
fears that it may be unwise to assume 
that interest rate differentials will conti¬ 
nue to serve to reduce the pressure on 
official settlements positions, even though 
the existing structure of controls and 
other measures to influence such flows may 
continue. The need to ensure a substantia) 
turn-around between the current ac¬ 
count positions of the United States and 
the other industrialised countries must 
remain paramount if the international 
monetary system is to work smoothly 
and with an appropriate high degree of 
freedom for current and long-term capital 
transactions. 


HEATH ATTACKS PAY, PRICES 

An hour or two before I sealed this 
envelope to catch the air mail to India, 
the British Prime Minister, Mr Edward 
Heath, announced a Prices Commission 
and a Pay Board to enforce the measures 
embodied in Phase Two of his anti¬ 
inflation policy. Two White Papers 
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outline controls on prices, pay, dividends 
and rents for the next three years. 

The existing freeze is extended by sixty 
days from the end of February to enable 
a bill to be submitted to Parliament 
setting out a statutory Prices and Pay 
Code. The new policy will come into 
effect as soon as the bill is passed and 
will last until autumn. 

Mr Heath hopes that, when he intro¬ 
duces Phase Three in the autumn, pre¬ 
vious negotiations will have allowed 
controls to be voluntary with his two new 
statutory bodies acting in an advisory 
capacity. 

Under Phase Two manufacturers can 
raise prices only if faced with unavoidable 
cost increases. The extent to which in¬ 
creases can be passed on to consumers 
will be laid down in a Price and Pay 
Code. Wholesalers’, retailers’ and public 
sectors’ prices will be controlled. 

Pay rises will be controlled until the 
autumn. During the Phase Two period, 
the total annual pay increase for any 
group of workers may not exceed a flat- 
rate of £1 a week plus 4 per cent of the 
group's current pay bill exclusive of 
overtime. No one may have a rise of 
more than £250 a year. 

Manufacturers’ profits may not exceed 
the average level of the best two of the 
previous five years. 

needs allowance 

The needs allowance used to calculate 
rent rebates will be increased by £3.50 to 
help lower paid tenants. 

In a television interview Mr Heath said 
that there was no case for a general elec¬ 
tion this year. Following publication of 
the White Paper, the £ rose by 16 points 
to *2.3528. 

Workers who threaten to strike to try 
to make their employers break the new 
regulations face fines of up to £400 on 
summary conviction. On indictment, the 
amount of fines on a union backing such 
a strike would be unlimited. 

The Act’s provisions will be enforced 
by two new agencies; a Price Commission 
and a Pay Board employing up to 700 
civil servants. They will have powers 
over prices, pay, dividends and rents for 
three years. 

The Times (Independent) in the course 
of an editorial headed ‘‘Fair, Workable 
and Necessary” says: “The first major 
question is—will it work ? There is both 
a short term and a longer term answer. 
In the short term, j. e. over the next 
twelve months, it could only fail as a 
result of general and unlawful opposition 
by organised labour. There is no point 
in blinking the fact, however hypothetical, 


that if the whole body of Trade Unionists 
in Britain chose to challenge the new law 
head-on they have the power to bring the 
economy to a halt. 

“This would precipitate a first class 
political crisis for which the customary 
resolution is an election. The Prime 
Minister has said he does not plan an 
election this year, but a situation could 
arise which made one inevitable. If the 
results of that election were not accepted, 
the crisis would become constitutional and 
the prospects exceedingly grave.... 

“The most important national issue in 


the end depend on be reactions of the 
whole people. Have the British public 
the good sense and determination needed 
to climb off the rolling band wagon of 
inflation ?” 

Sources and acknowledgements : The 
first three sections of the foregoing sum¬ 
marise the OECD’s 90 page Economic Out¬ 
look No. 12 obtainable (price *4) from 
the OECD, 2 rue Andre Pascal, 75775 
Paris Cedex 16, France, but the OECD is 
responsible neither for the emphasis of 
my summary nor for my interspersed 
comments. 


Consumer Prices : Percentage Changes Seasonally Adjusted at Annual Rates 



Average 

From 

From previous 

From 


1958-59 

previons 

half-year 

previous 


to 

year 

1971 1971 

1972 

quarter 


1968-69 

1970 

1971 

I u 

I 

1972 Q3 

United States 

2.1 

5.9 

4.3 

4.3 3.5 

3.2 

3.4 

Canada 

2.3 

3.3 

2.9 

2.5 4.9 

4.3 

7.4 

Japan 

5.1 

7.8 

6.1 

6.6 5.9 

3.0' 

6.1 

France 

3.9 

5.5 

5.6 

5.1 6.4 

5.9 

9.0 

Germany 

2.4 

3.8 

5.2 

5.4 6 1 

4.7 

8.7 

Italy 

3.5 

5.0 

4.9 

4.8 4.9 

4.9 

8.7 

United Kingdom 

3.3 

6.4 

9.4 

10.3 9.1 

5.1 

10.5 

Total of above countries* 2.7 

5.1 

5.0 

5.1 4.7 

3.7 

5.6 

Other OECD* 

3.8 

5.3 

7.4 

7.2 8.8 

6.6 

8.2 

Total OECD* 

2.8 

5.7 

5.3 

5.4 5.3 

4.1 

5.9 

Of which : Europe* 

3.5 

5.2 

6.7 

6.7 7.4 

5.5 

9.0 

*1970 private consumption weights and exchange rates. 






Source: OECD Economic Outlook 



Table 11 




Consumer Prices in Europe 

: Percentage Changes fromPrcvious Period at Annual Rates 




1971 

1972 

1972 





1 

03 






s.a 

s.a 

n.s.a. 

France 



5.6 

4.9 

9.0 

8.0 

Germany 



5.2 

4.7 

8.7 

6.0 

Italy 



4.9 

49 

8.7 

7.5 

United Kingdom 



9.4 

5.1 

10.5 

6.7 

Austria 



4.7 

5.8 

8.1 

9.1 

Belgium 



4.3 

4.6 

7.6 

7.4 

Denmark 



5.8 

6.2 

4.1 

5.4 

Finland 



6.1 

4.9 

7.8 

8.5 

Ireland 



8.9 

7.9 

13.7+ 

11.5+ 

Netherlands 



7.6 

7.3 

5.5 

2.8 

Norway 



6.1 

6.8 

9.3 

8.7 

Spain 



8.3 

7.9 

13.0 

11.8 

Sweden 



7.4 

5.7 

6.6 

6.0 

Switzerland 



6.6 

6-7 

6.3 

5.4 

Europe total* 



6.7 

5.5 

9.0 

7.2 

Of which : 







Food! 



6.4 

6.1 

,, 

10.4 

Non-foodt 



6.9 

5.2 

•* 

5.6 


* 1970 private consumption weights and exchange rates. 
tSecrctariat estimate. 

}August over May. 

Note : s.a.: seasonally adjusted; n.s.a.: not seasonally adjusted. 

Source: OECD Economic Outlook 
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Hardev Singh 

Bangkok. 


PUNNING IN ASIA—IL 

Korea: towards a 

balanced growth 


South Korean economy is in the midst of 
a serious inflation. Repeated devalua¬ 
tions and consistent easy money policy 
have had repercussions on prices. The 
index of wholesale prices for July 1972, 
(the latest figure available) recorded a 
rise of 17 per cent over the corresponding 
figure a year before. This inflationary 
situation inspired some emergency mea¬ 
sures by the Korean President in August 
1972, in an attempt to give a direction 
to the indiscriminate growth of industry. 

The first measure provided for a dras¬ 
tic easing of the terms of the private 
non-banks loans extended to debt-ridden 
enterprises. The repayments of all such 
credits, except those extended by indivi¬ 
duals and small-scale creditors, have been 
frozen for three years, after which repay¬ 
ments would be made in ten half-yearly 
instalments at a monthly interest ot 1.35 
per cent, which is about half the rate 
carried by this type of loans. The 
government was astonished to discover 
that against its estimate of around 200 
billion won, the declared figure approa¬ 
ches 350 billion won, nearly 27 per cent 
of all domestic credit. 

Other measures to curb inflation 
included the stabilisation of the foreign 
exchange rate of won 400 to the dollar. 
The government also proposed to freeze 
the prices of a large number of products 
at their existing levels, and to enforce re¬ 
straints on wages, while allowing upward 
adjustment for increasing productivity. 

short-term measures 

These measures were designed essen¬ 
tially for short-term results and were 
expected to yield limited success. The 
malady in the economic system, how¬ 
ever, is too deep to be corrected by such 
emergency measures. For instance un¬ 
directed industrialisation gave rise to 
disparities between the industrial and the 
agricultural sectors, to the distinct dis¬ 
advantage of the latter. Even in the 
industrial sector the accent was on con¬ 
sumer goods. The output of rice, it 
may be pointed out, increased from 5.30 
million tonnes in 1966 to 5.50 million 
tonnes in 1971, showing a rise of less 
than four per cent over a period of six 
years. Output of other agricultural 


crops also remained more or less static. 
On the other hand, the production of 
synthetic fabrics increased from 38.9 
million sq. metres to 110.1 million sq. 
metres during the same period. Similarly, 
output of passenger cars increased several 
fold from 3,300 to 11,500. 

This basic imbalance is attempted to be 
corrected during South Korea's third 
five-year Plan for economic development 
1972-76. The plan proposed to give 
priority to the agricultural sector while 
at the same time laying stress on the 
developmcn! and promotion of heavy, 
chemical and export industries. In order 
to achieve these objectives the goals set 
for the plan included : attainment of 
self-sufficiency in food grains production; 
further improvement in the balance of 
payments position by exporting more 
goods to the extent of US $ 3,500 million 
by 1976; accelerated industrialisation 
through increased investment in chemi¬ 
cal, iron and steel, engineering and other 
heavy industries; decentralisation of 
industrial facilities through the efficient 
exploitation of land resources; and 
achievement of a high level of technology 
and productivity by improving scientific 
and management skills and by develop¬ 
ing resources. 

per capita income 

The Plan aims at achieving an annual 
average rate of growth of 8.6 per cent 
during 1972-76, while it was notably 
higher at 12 per cent during 1967 and 
1970. Even with this comparatively 
modest rate of growth, the per capita 
income is likely to rise to US $ 389 in 
1976 as against US 8 198 in 1969. 

The central government investment and 
loans to agriculture, forestry and fishery 
may go up to 335.6 thousand million won, 
25.2 per cent of the total investment and 
loans during the Plan period. This figure 
is around 60.5 per cent more than the 
amount spent on this sector during the 
second Plan. The growth in the agricul¬ 
tural sector is likely to be around 4.5 per 
cent, which appears quite modest. But 
if the country is able to achieve this, the 
rising trend of foodgrains imports, which 
in recent years have increased to US 
$ 250 millions annually, could be halted. 


It may be added that the share of agri¬ 
cultural sector may drop to 21.1 per cent 
ofthcGNP by 1976 as against 28.8 in 
1969 and 41.4 per cent in I960. This 
decline in the relative importance of agri¬ 
culture reflects a change in the economy. 

The growth in the industrial and mining 
sector is likely to be in the vicinity of 13 
per cent and that of the tertiary sector 
around 8.2 per cent. The share of the 
industrial sector in the GNP may rise to 
29.6 per cent by 1976 from 21.4 in 1969 
and 10.7 per cent in I960. The increased 
importance to the industrial sector is 
likely to come from the growth in the 
heavy and export oriented industries. 

steel plant 

The constretion of an iron and steel 
plant is to be completed in a year or so, 
thereby lying the foundation for the engi¬ 
neering industry. The output of steel 
is likely to be nearly 3.5 million tons by 
1976. The petrochemical plants now 
under construction will ensure the domes¬ 
tic production of raw materials for the 
chemical and textile industries, thereby 
reducing pressure on imports. It may be 
added that South Korea in building 
Asia’s first supertanker yard outside 
Japan. Being built by the Hyundai 
Construction Co. at Mipo near Ulsan 
with technical assistance from Britain, it 
will have the capacity to build ships of 
700,000 tons deadweight. It is also 
claimed that it will successfully compete 
the Japanese shipbuilders. Operations on 
this project are likely to be taken up 
shortly and it may cost $ 30 million. 

The Plan will also lay emphasis on the 
diversification of exports, keeping in view 
the competitiveness of Korean products. 
Exports of manufactures are likely to 
grow at an annual rate of 23.3 per cent, 
to around US 8 3,190 million, out of 
which shipments of heavy industrial pro¬ 
ducts alone are expected to by around 
US 8 1,394 million by 1976. These figures 
look ambitious when compared with the 
estimates for 1972, which place the entire 
exports at US $ 1,680. In other words. 
South Korea plans to double its exports 
in five years. It would indeed be interest 
ing to follow the progress of the plan 
to see the extent of its execution. 
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Much against their will most govern¬ 
ments in western Europe are being obliged 
to intervene in and control more often 
the intimate economic affairs of their 
countrymen. Britain has just joined the 
increasing number of non-communist 
states operating statutory prices and in¬ 
comes policies. This event and the almost 
contemporary partial relaxing of similar 
controls in the USA have been the out¬ 
standing happenings of the immediate 
post-Market expansion of this month. 

France has operated such controls 
under various guises off and on for some 
time, almost ever since the war ended 
more than 25 years ago. Control of 
prices has been operated by the French go¬ 
vernment many times in that period. The 
tactic has always been reluctantly used 
there and the price controls have often 
been withdrawn within a few months. In 
every case when the controls have been 
withdrawn an explosion of prices has 
followed even when French industrialists, 
by making small changes in their pro¬ 
ducts, have been able to skirt round the 
regulations. 

subtle strategy 

The French, who dislike being seen to 
intervene overmuch in any form of con¬ 
trol on industry, get round the problem 
now with more subtlety. Contracts arc 
fixed between the government and the 
principal sectors of industry aiming to 
limit price increases. The agreed average 
figure for a price rise in industrial products 
for this year in France is three per cent 
for firms employing more than 20 people, 
but always provided the industries con¬ 
cerned are not subject to foreign competi¬ 
tion. The government’s sanction is a 
threat to restrict credit to offenders. 

A squeeze on profits approach is the 
basic element of the present French 
control system, a fact which enabled 
President Pompidou recently to proclaim 
a disbelief in a policy of controls for 
salaries and wages in France or control 
on profits as a means of combating in¬ 
flation. He genuinely expressed the French 
dislike and scepticism of the effectiveness 
of direct controls and their nervousness 
that overmuch control of prices would 
lead to too much “easy, abundant 
money” in the President’s words. 

Wage contracts exist in France, all the 


same, for the two million workers in the 
public sector, about one-tenth of the 
country's total work force. The terms of 
these contracts are dictated by the needs 
of the national budget. The contracts 
have been related also to a certain rate 
of increase in retail prices. This resulted 
in a six per cent wage increase in 1971 
which, in turn, led to a two per cent 
growth in public purchasing power. 

important attitude 

The French attitude and practice are 
particularly important at present, for 
this is election year in France and the 
elections arc little more than four weeks 
ahead. For this reason there is more 
sensitivity than usual to the attitude of 
trades unions which is traditionally, and 
increasingly aggressively, “hands off 
wages’*. This nervousness about apply¬ 
ing controls directly or even having the 
honesty to admit that they exist because 
of concern to avoid driving the workers’ 
votes entirely over to the socialist-commu¬ 
nist election coalition makes is impossible 
for the French government to deal effec¬ 
tively with that other very large body of 
income-earners in France, the ‘‘rentier” - 
the very large middle class and profes¬ 
sional group who meet their daily expense 
very largely from dividends arising from 
the invested funds accumulated for 
generations and never touched except in 
the direct need. The shrewd, economical 
French private investor—unpublicised 
compared with the flamboyant “success 
story” speculators of Britain and the USA 
and instinctively secretive—is an uncom¬ 
monly difficult subject for control 
mechanisms; the would-be controllers are 
themselves secretive, careful investors with 
their interests vested as well as their 
funds. 

The West Germans, by comparison, 
have got their elections over and their 
government once again safely in office 
with a programme of mostly internal and 
social reforms. No German government 
ever forgets the psychological fear of in¬ 
flation of its electors and Bonn will 
tread very lightly in the matter of statu¬ 
tory controls very largely because it finds 
itself in the middle of the worst inflation 
crisis for 22 years. The same factor, 
however, makes the concept of statutory 
controls prominent in all public discus¬ 


sions of the national economy. West 
Germany still places its faith in the “free 
market economic system” on which the 
post-war economic miracle managed by 
Ludwig Erhardl was achieved. His 
system precribes the absolute minimum of 
government intervention in industrial or 
wage-agreement affairs; the frequent 
failure of wage and prices “freezes” in 
other countries further persuades the 
German to leave them well alone. The 
lifting of these controls in the USA makes 
the German all the more doubtful of the 
wisdom of the nature of Britain’s Phase 
Two economics. 

The most enthusiastic price and wage 
controller in west Europe at the moment 
is Holland which succeeded last year in 
laying the foundations for a prices and 
incomes machinery covering a wider 
field than usual. The complicated Dutch 
trades unions system made delay in rea- 
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ching agreement unusually long but 
eventually a social contract emerged 
laying down the maximum percentage 
for wage rises and a whole schedule of 
regulations for keeping prices down, for 
providing housing, education, improving 
working conditions, public transport 
and social insurance. Statutory price 
controls had to be introduced to keep 
profits from being forced up while the 
long negotiations were in progress, with 
the result that in the last three months 
more than 700 firms have reduced their 
prices. 

The Dutch experience, still only a few 
months old and thus still liable to sur¬ 
prises, suggests that statutory wage and 


price control works fairly satisfactorily if 
many factors are carefully balanced. There 
appears to be an ever-present risk of the 
economy overheating, of a sudden 
need to apply government measures to 
reduce excessive spending because the 
people have too much money and then 
again to help industry by relaxing some 
of the controls on it. 

The introduction of Value-added Tax 
has forced up the cost of living from 
Sweden to Italy (where there is near chaos 
in shops and markets) and where, as in 
Holland, wages are tied to the cost of 
living, a complex system of statutory con¬ 
trols can lead to most damaging results. 

When, also, the average man in west 


Europe—with the fortunate exception of 
the Swiss—realizes that he is obliged to 
spend far more out of his income for taxes 
and social security than the American or 
Japanese, whose industrial and sales com* 
petition he has to meet increasingly, he is 
sensitive about both rising prices and re¬ 
strictions on his income. Italy, regarded by 
some as the poor man of the Common 
Market, pays 30.1 per cent of individual 
incomes out in taxes and social security 
while the American hands out only 27.9 
per cent of his earnings and the Japanese 
a mere 19.4 per cent. The west European 
knows he lives in one of the world’s most 
prosperous areas but he knows very well 
also that he pays uncommonly heavily 
for the privilege. 


Technology and Ram K. Vepa 

manpower in Asia 


Asia has more than half the world's 
population; yet, it also has some of the 
poorest nations on earth. Though cultu¬ 
rally many of its people have attained 
high standards, in purely economic terms, 
they are almost at the bottom of the 
ladder. Can a new technology help over¬ 
come this paradox? Can some way be 
found to utilise more fully and effectively 
the vast potential manpower resources in 
Asia? 

This was the theme of a three-day 
conference held recently at Penang (in 
Malaysia) which was attended by a num¬ 
ber of persons drawn from many countries 
and diverse disciplines. There were noted 
economists such as Dr Harry Oshima of 
the Rockefeller Foundation and Prof 
Ishikawa from Japan. There were top 
administrators such as Dr Hasibuan of 
the 'Bappenus’ (the National Planning 
Agency) of Indonesia and Dr Sang Joon 
Hahn, the President of the Korean Insti¬ 
tute of Science and Technology. I roin 
Thailand had come the Vice-President of 
the Asian Institute of Technology, and 
from Singapore, the Chairman of the 
Singapore Institute of Science and Indus¬ 
trial Research. There were representa¬ 
tives from Hong Kong, Malaysia, the 
Philippines, India, besides those of inter¬ 
national agencies such as the ILO, the 
Asian Productivity Organisation, ’ the 
World Bank and the USAID. 

The conference was organised by the 
Council for Asian Manpower Develop¬ 
ment (CAMS) a non-profit research orga¬ 


nisation jointly sponsored by the govern¬ 
ments of Malaysia, the Philippines and 
Japan, the University of Singapore, the 
East-West Centre (Hawaii) the USAID 
and Foundations such as the Ford and 
Rockefeller. The CAMS had earlier set 
up four committees dealing with Income 
Distribution, Labour Supply, Education 
and Technology. Each of the committees 
had organised similar meetings to bring 
together Asian thinkers to map out prio¬ 
rity areas for research and action in the 
field of manpower utilisation. The coun¬ 
cil itself would fund the research activity 
while it would advise other foundations 
for specific field projects. 

It was agreed that the technologies 
developed in western Europe and the 
USA under different economic milieu 
were not suitable to the factor endow¬ 
ments of most developing countries in 
Asia. Even Japan, it was recognised, was 
hardly a model for its Asian neighbours, 
though some of the earlier experiences of 
that country were felt to be relevant. The 
experience of China was discussed at 
some length but there was the problem of 
getting accurate information on the hap¬ 
penings in that vast country. 

The conference then moved on to the 
definition of Appropriate Technology; 
incidentally, there was general agreement 
to a suggestion made by me that instead 
of using several words which mean slight¬ 
ly different things, sjich as ‘Intermediate’ 
technology, ‘Labour-intensive’ technology, 
‘Adaptive’ technology, or ‘Optimum’ 


technology, we might adopt uniformly 
the nomenclature of Appropriate Techno¬ 
logy. ... But the problem then arose how 
to define ‘appropriateness’—would it not 
depend oil the ultimate development 
objectives of each country so that what is 
appropriate in one may not be so in the 
other? Further should ‘appropriateness’ 
be merely qualitative in terms of maxi¬ 
mising social welfare or increasing employ¬ 
ment or should there be any quantita¬ 
tive criteria such as the capital-labour 
ratio? 

Granted that such technologies are 
necessary, the question was—are they 
available ‘on the shelf, for ready use by 
developing countries or arc they to be 
developed? If so, by whom: by private 
sector companies or by the government 
agencies? On this question there were 
somewhat divergent viewpoints—there 
were some who looked to market price 
signals as the most effective way or mak¬ 
ing a technology ‘feasible’ in an economic 
sense. They cited the ‘outward-looking’ 
models of Singapore. Hong Kong, South 
Korea and Taiwan where the concerned 
governments had merely provided the 
necessary conditions for economy to res¬ 
pond vigorously to. the market signals, 
with a considerable degree of success. 

But there were others... .particularly 
from India and Indonesia who were 
sceptical of the effectiveness of market 
signals in economies where the traditional 
sector and small business play an impor¬ 
tant role. Are these sectors in a position 
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to ‘respond’ to market signals? In such 
cases should not the government intervene 
to see that they can take up the new 
technology and help to raise the standard 
of living? 

If government intervention is accepted 
as inevitable in a developing country, 
how should the R and D effort be orga¬ 
nised? Can it be through publicly 
supported research institutions or should 
it be through regional institutions with 
a network of national Appropriate Tech¬ 
nology Centres (ATCs)? In this connec¬ 
tion, the success of the Rice Research 
Institute in the Philippines and the 
Leather Research Institute at Madras 
were cited as examples of successful 
transfer of technology from the research 
institute to the industry. In both cases, 
the transfer was effected not to a compact 
and organised urban industry but to a 
diffused sector in the rural areas. Can 
such ‘transfer’ be effected in other sectors 
as well ? 

Chinese experience 

In this connection, the experience of 
China was discussed and the two noted 
‘China Watchers' Prof. Hsia of the 
University of Hong Kong and Prof. 
Ishikawa of Japan gave a cogent 
account of the new pattern of agro-indus¬ 
trial development China has been attempt¬ 
ing to set up during the last fifteen years. 
In fact, the year 1958-59 marked the ‘groat 
divide’ in China’s economic policies for 
with the withdrawal of Soviet advisers, 
China set out on a course of ‘inward¬ 
looking’ policies depending largely on 
local skills and resources. Bui what is 
of interest is the multi-tiered industrial 
structure that is being established with 
great mobility of products and personnel 
between the production units at the 
peoples’ commune and the district levels 
and those at the slate and central levels. 
The ‘dualism’ that is such a common 
feature of other developing countries 
seems to be notably absent; and through 
a combination of administrative and 
political leadership, the economy has been 
successful in increasing production and 
providing employment. It is not clear as 
to how actually the economy responds 
since China is neither a free enterprise 
society like South Korea and Taiwan nor 
a completely planned economy such as 
that of the Soviet Union. There is an 
air of ‘enigma’ about the Chinese ex¬ 
perience as also some scepticism as to 
the accuracy of the data on which the 
analysis was based. 

The problem of planning in developing 
countries was briefly touched upon and 
it was recognised that whereas in the past, 
it was relatively simple to assign a single 


criterion—-such as the growth rate for the 
success or failure of the planning process, 
today, the situation was far more compli¬ 
cated with a multiplicity of objectives.. 
such as increased employment, more 
equitable distribution both sector-wise 
and region-wise. There is need to under¬ 
take research on the complimentarity of 
of alternate objectives; for example, to 
what extent does the objective of maximis¬ 
ing per capita income conflict with that 
of evenly distributing the rewards of 
development ? Further, can suitable 
weightages be placed on various objectives 
until something is known about the 
trade-offs amongst them ? 

The planning process in developing 
countries is not merely one of applying 
appropriate technology; it involves a host 
of behavioural relationships in such areas 
as small Vs. large enterprises, traditional 
Vs. modern production sector, subcontrac- 
ing patterns, regional decentralisation, 
management skills, labour skills and the 
like. There was also the impact of poli¬ 
cies pursued in regard to foreign invest¬ 
ments which in most cases tended to 
employ capital intensive technologies 
since machines are much easier to manage 
than men. It was suggested that develop¬ 
ing countries in Asia should cease to 
compete with each other in attracting 
foreign investment and, further, that in¬ 
vestments from other developing coun¬ 
tries, wherever possible, may have better 
cost-benefit ratio than those from the 


developed countries. 

In fact, one of the important conclusion 
of the conference was that the developing 
countries in Asia such as India, the 
Philippines, South Korea, Indonesia, 
Thailand and Malaysia have already a 
rich reservoir of skills which it would be 
more profitable and advantageous to 
share with others than to be unduly 
dependent on the developed countries. 
The problem and attitudes in this area 
were basically similar; although there 
were considerable differences in the 
‘approaches’ to development amongst 
them, this in no way should hinder the 
free flow of information and diffusion of 
knowledge among them. All the coun¬ 
tries would benefit greatly through a 
freer exchange of personnel who could 
bring with them the skills and ex¬ 
perience gathered in their own countries. 

Lastly, it was recognised that broad 
national policies on education will have a 
noticeable impact on the growth of entre¬ 
preneurship and in providing, a corps of 
middle-order technicians who could help 
in the transformation of the traditional 
sector and carry the new technology to 
the countryside. The conference provided 
a valuable opportunity to economists, 
scientists, sociologists and administrators 
from various countries of Asia to exchange 
idea r . and find a basis for a common 
programme of action to make the vast 
manpower in Asia more productive and 
useful. 
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Pruthi in his instructive and entertain¬ 
ing book Business and Government, has 
made an attempt to give to the general 
readers “a broad understanding of the 
many ways in which business and econo¬ 
mic life are shaped and directed by the 
Government.” He has tried to analyse 
the forces and pressures that influence 
the decision-making process and the im¬ 
pact of these decisions on business and 
economic growth. What is more impor¬ 
tant and special about this book is that 
all this is attempted to be conveyed 
through the media of case studies and 
not merely in an abstract analytical way. 

Of the two parts into which the book 
is divided, the first deals with the theo¬ 
retical aspects (or what the author calls 
‘the technical notes’) to provide the neces¬ 
sary framework for the proper apprecia¬ 
tion of the case studies analysed in the 
second pari of the book. 

Thus in part one, we get a broad out¬ 
line of \arious ‘business laws* such as the 
Industrial (Development & Regulation) 
Act, 1951, Capital Issues Act, 1947, the 
Foreign Exchange Regulation Act. the 
Imports and Lxports (Control) Act, 1947, 
Companies Act, 1956, Monopolies & 
Restrictive Trade Practices Act, 1969, 
Foreign Collaboration and Investment 
Guidelines and the Patents Bill, 1967. 
The author has pinpointed the main 
aspects of these laws and has brought 
out clearly their relevance for decisions 
of industrial establishments. Wherever 
possible and relevant, he has also tried 
to depict comparative positions in this 
regard in other countries. The chapter 
on ‘Tariff Policy and Protection’ is a 
masterpiece explaining the policy of pro¬ 


tection from the stage of discriminating 
protection of 1922 to the present day. He 
has supplemented all this description by 
relevant extracts from acts and reports. 
He has shown how the number of pro¬ 
tected industries went on decreasing from 
42 in 1952 to only 4 in 1970, mainly due 
to exchange controls and restrictions on 
various imports which indirectly provid¬ 
ed a sort of protection to indigenous 
industries, making formal legal protection 
unnecessary in most cases. The detailed 
reports of enquiries by the Tariff Com¬ 
mission reproduced in the book are quite 
instructive and revealing. 

After this the author has analysed various 
taxes affecting business world such as 
Income-Tax, the Companies (profits) Sur¬ 
tax Act, 1964, the Wealth Tax, Act 1957, 
the Gift lax Act, 1958 and the Estate Duty 
Act of 1953. He has also given summaries 
of various other central, state and local 
taxes such as central sales tax, union 
excise duties, customs duties, sales tax, 
electricity duties, etc., etc. 

This is followed by a critical review of 
India's three live-year Plans. While there 
is nothing new about the factual material 
and details about the three plans, the 
author’s critical remarks however attract 
our attention. “Unrealistic assumptions, 
undue optimism about the resource posi¬ 
tion, under-estimation of the problem of 
the balance of payment situation, unwil¬ 
lingness to live within our means, lack 
of cost consciousness in determining 
priorities and formulated projects, undue 
reliance on heavy industries, optimistic 
estimates of capital output ratio, mal¬ 
functioning of the price mechanism, 
heavy taxation, unimaginative controls 


inter-Ministerial rivalries, terribly mixed 
up*emotional-economic rationality and an 
endeavour to include almost everything 
under the sun within the plan document 
have created our difficulties and invested 
our planning with in-built elements mak¬ 
ing the implementation of the plans 
difficult." 

The author has drawn some important 
lessons from our experience of planning 
since 1951. He wants that there should 
be some permanent restraint over the 
Planning Commission’s attempts at pro¬ 
digious planning. Urgent and compul¬ 
sory measures should he taken to avert 
population growth. He is of the opinion 
that there is need for a radical rearrange¬ 
ment of Plan priorities aimed at lifting 
the Indian agriculture out of the present 
rut. Further, he wants that the planning 
process should be flexible 1o take natural 
calamities and foreign aid uncertainties 
in its stride. Planning should pay ade¬ 
quate attention to eliciting close co¬ 
operation and support of different sectors 
of the economy such as the private 
sector, co-operative sector, public sector 
and trade unions in the formulation and 
implementation of our national plans. 
Wno will deny that these (especially the 
last one) are valuable lessons on which 
to act in future ? Looking to the manner 
the fifth Plan is being formulated, one 
however wonders if the above lessons 
will be taken into account. 

timely warning 

The author, after giving an outline 
of the fourth Plan, has warned that while 
one cannot quarrel with 5 per cent 
growth rate in agriculture, government 
should have an alternative strategy in 
case this programme fails. He wants a 
hedge against unexpected failure in 
agriculture. The author’s writing last 
year has proved almost prophetic and 
all the enthusiastic talk about the green 
revolution has been scotched by an 
unprecedented drought which has ne¬ 
cessitated a critical re-examination of 
our agricultural strategy. Certainly 
failure of monsoon was not something 
unexpected or unusual especially after so 
many years of satisfactory rains. Have 
not the planners heard of monsoon- 
cyclcs ? Possibly we have to wait for 
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real green revolution till the end of the 
century when the Ganga-Cavery project 
is expected to be completed. 

The last two chapters dealing with 
labour*management relations and nation¬ 
al income accounting are equally illu¬ 
minating. 

’ While the level of technical analysis of 
topics in part one may not fully satisfy 
specialised students, it may he recalled 
that the book is not meant mainly for 
them but is addressed to wider business 
world which may not require all those 
latest theoretical refinements. 

Against this theoretical background, 
the author has taken up in part two the 
case studies. Some of the important 
Case studies are the Atul Products Ltd., 
Biochemical and Synthetic Products Ltd., 
Aruna Mills Ltd., Heavy Electricals 
(India) Ltd., air transport industry and 
Jayantl Shipping Company. The author 
has given the historical development of 
these concerns and has analysed some of 
the specific problems such as labour 
relations and tax problems faced by some 
of the concerns and the way they came 
to be settled. The author has ended the 
book by a delightful essay on ‘Pill, Pope 
and the Population Problem*. 

To the sophisticated readers the topics 
in different chapters may not appear to 
be logically connected with one another 
nor the theoretical analysis of a high 
level. And yet the author has brought 
together and analysed dilferent topics 
which would be of significance to prac¬ 
tical men in the business world. This 
common thread runs throughout the book. 
Apart from the people in the business 
world for whom the book is really meant, 
even the general reader will certainly be 
wiser by the reading of this book. 

CHILD WELFARE 

The Netherlands Foundation for Child 
Welfare through its Indian Bureau took 
up in January 1970 a programme meant 
for the welfare of children and expectant 
mothers in Hyderabad district in Andhra 
Pradesh. Child Welfare is the report of 
that research project. The book attracts 
attention due to the novelty of the 
subject. 

The United Nations adopted in 1959 ‘the 
Declaration of the Rights of the Child’ 
guaranteeing all children special protec¬ 
tion, conditions of freedom and dignity, 
opportunities for play and recreation, 
benefits of social security, special treat¬ 
ment for handicapped children, opportu¬ 
nities for full and harmonious develop¬ 
ment of personality, opportunities for 


education and so on. Though this de¬ 
claration does not bind the member- 
states, it certainly is an expression of 
faith and hope and indicates the lines 
of progress along which states should 
proceed in future in this very important 
field which unfortunately has come to 
be neglected so far. This study was 
undertaken to emphasise the gravity of 
the problem of child welfare in India and 
the urgency to deal with it effectively. 

infant mortality 

In India about 41 per cent of the total 
population is of below 15-ycars age-group 
and there are not just enough resources 
for their care and development. The infant 
mortality rate in India is more than 100 
per 1,009 live births, compared to 15.25 
in advanced countries. Figures also reveal 
that 57 per cent of those children who 
die in India, die with no medical atten¬ 
tion before death and more than a third of 
infant deaths occur within seven days of 
the birth of the children due mainly to 
confinement unattended by trained nurses. 
Consequently, preventive measures against 
infection coupled with the popularisation 
of cheap and available protein-rich foods 
deserve immediate attention. 

Malnutrition which is one of the major 
scourges that affect a large proportion of 
Indian children in particular can be pre¬ 
vented at least to some extent by mothers’ 
understanding of what constitutes a balan¬ 
ced diet. This means mothers need edu¬ 
cation in the upbringing of children. 
Though poverty is a barrier, it is still pos¬ 
sible, even within a very limited budget, 
to mitigate the rigour of unbalanced 
nutrition to a considerable extent. Of 
course any attempt to bring about beha¬ 
vioural changes is bound to be slow and 
arduous; but it has to be undertaken, no 
matter what the barriers arc. The attempts 
made so far to provide children with ade¬ 
quate nutrition, housing, recreation and 
medical facilities arc extermely limited 
and superficial and the magnitude of the 
problem is such that there has been no 
worthwhile impact of the measures as 
yet. 

The objectives of the Indo-Dutch pro¬ 
ject are : (a) to promote more attention 
being paid to the needs of children and 
youth in the overall development plans, 
(b) to create for this purpose in India the 
opportunity for the development of bet¬ 
ter methods of techniques for the care of 
children and youth, (c) to achieve this by 
combining in one particular block all 
programmes of direct benefit to the popu¬ 
lation along with research and training in 
such a way that it might serve as a de¬ 
monstrative area for other parts of the 
country, and (d) to continue the project 


for such time as is necessary for the evolu 
tion of a plan and methods for evaluation 
of results. The project also aimed at bring¬ 
ing together all those working in the 
field of child development for evolving 
programmes that would meet the full 
needs of the children. With these objec¬ 
tives, the project was conceived to consist 
of three aspects, namely research and 
planning, implementation of the pro¬ 
gramme and training of the personnel for 
similar projects. The attitudinal study was 
concerned with agriculture, health, nutri¬ 
tion, family planning, education, personal 
attitude, caste feelings and community 
obligations for an understanding of the 
nature of predispositions of the people re¬ 
garding these aspects of their life-situa¬ 
tion. The idea was to explore the factors 
of resistance, avenues for innovations and 
also to locate the factors that may help 
in the sustenance of the programmes im¬ 
plemented in these areas. 

The author has come out with certain 
findings. He finds that a high percentage 
of females who had married at an early 
age, had early issue, had borne three to six 
children, that milk, eggs, meat and fruits 
were not given to expectant mothers, that 
majority had not adopted family planning 
methods, that their general attitude to 
adult education was uncertain, if not 
positively hostile, and so on. 

important implications 

The important implications drawn from 
the study arc that programmes such as 
the Indo-Dutch project should be con¬ 
tinued as they meet the needs of the rural 
folk; that mobile medical units should be 
provided to reach the interior villages at 
least once a month; that training should 
be imparted to dais in rural areas; nutri¬ 
tion and health education should be im¬ 
parted to rural folks; that propaganda of 
family planning should be coupled with 
proper reorientation regarding need for 
family planning; that rural sanitary con¬ 
ditions should be improved; that pan- 
ehayats should play more decisive part in 
educating rural population and attempts 
should be made to involve women to a 
greater extent in whatever programmes in 
rural areas are evolved and undertaken. 

While the subject of child]care and 
development is of paramount importance 
to the future of the country, it is unfor¬ 
tunate that the treatment of the subject is 
not at all satisfactory. The author has 
failed to make proper use of the statistical 
method and all kinds of percentages are 
given which are likely to confuse the 
readers rather than broadly indicating 
the trends of thinking and development. 
Also, the findings and implications are 
so commonplace as to be known to any 
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superficial observer. We certainly know 
what children in India need at this stage 
of our economic development and what is 
therefore most urgently needed is the 
execution of a gigantic programme to 
provide Indian children with adequate 
food, clothing, shelter and primary edu¬ 
cation- above everything else which can 
await better days in future. All that this 
study has done is to put this thing in a 
much too sophisticated way. 

BHOODAN MOVEMENT 

The Bhoodan-Gramdan movement had 
at one time come to attract a great deal 
of attention in India as an indigenous 
way of ushering in socialism in this 
country without resorting to violence 
which is generally associated with it. The 
thought that a fundamental reconstruc¬ 
tion of society along egalitarian lines 
could be brought about not only without 
resorting to violence and disruptive 
methods but with goodwill among all the 
parties concerned was a thought not 
without its attraction. But as in most 
other fields of human speculation and 
action, here also Indian acceptance was 
mostly uncritical. There was therefore a 
clear need for a critical appraisal of 
this movement and Dr T. K. Oommcn 
has made an attempt to fulfil that long- 
felt need in his Charisma , Stability and 
Change , 

The broad aim of this study is “to 
examine the role of charisma in society: 
as a system stabilizing or changing force.'* 
The study is undertaken through an 
empirical investigation of the Bhoodan- 
Gramdan movement which the author 
has characterised as a charismatic move¬ 
ment since it has come to be centred 
round one person, namely Vinoba Bhave. 

The author has started with the hypo¬ 
thesis that a social movement can realise 
its goal through the firm commitment that 
the society develops for the ideology of 
the movement and then translating those 
ideals into realities through the organisa¬ 
tion of the movement which implements 
the programme. The contention of the 
author is that if the followers fail to in¬ 
culcate a firm commitment to its ideology 
and if the movement fails to develop an 
adequate organisational base, it cannot 
usher in any substantial change. In a 
charismatic movement, the appeal of its 
leader is uppermost and hence the role 
of ideology cannot be primary. Also, 
since charisma is primarily non-institu- 
tional in character, organisational build¬ 
up is antithetical to its spirit. And there¬ 
fore according to the author ‘‘a charis¬ 
matic movement cannot be an agent of 
any sustained change process.” 

After empirical study the author has 
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arrived at some important conclusions. 
He is of the opinion that an ideal-typical 
charismatic movement cannot be an 
agent of any sustained change process 
as its ideological appeal cannot be upper¬ 
most and its organisational base not 
necessarily strong. Further, in so far as 
charismatic movement hopes to bring 
about changes at the grass-root level, the 
nature of local leadership is crucial in 
determining the success of the movement. 
It is unlikely that the local leadership is 
also charismatic. According to the author, 
this is precisely what has happened in 
India in respect of the Bhoodan-Gramdan 
movement with the consequence that the 
organisational positions are occupied by 
various vested interests who arc out to 
exploit the movement for their personal 
material gains. 

If a charismatic movement receives 
governmental support, there occurs ero¬ 
sion of charisma and further the sense of 
‘mission’ becomes less intense or is lost. 
Jn India to the extent the Bhoodan-Gram¬ 
dan movement got its support from the 
government, according to the author, 
these consequences have come about. 

The author has also drawn the conclu¬ 
sion that for a movement to realise its 
goal, the followers should form a homo¬ 
geneous group as otherwise different 
groups begin to use the movement to 
attain different specific aims which are 
often contradictory. 

communication failure 

Thus, according to the author, on 
account of all these defects such as selfish 
local leadership, official patronage and 
blessings, participation in the movement 
of haves and have-nots, failure to com¬ 
municate directly and clearly to relevant 
audience the philosophy behind the 
Bhoodan-Gramdan movement, the mo¬ 
vement has failed in achieving its prime 
objective of socialisation of land as is 
obvious from a good deal of concentration 
of land in the hands of a few rich farmers 
even in Gramdan villages. No noticeable 
change has conic about in the land farm¬ 
ing pattern and the organisations such as 
village co-operative societies did not em¬ 
erge as all-village organisations catering 
for the needs of all the villagers. Accord¬ 
ing to the author, not only the intended 
impact of agrarian reforms is not felt 
but several unintended evil side-effects 
have resulted. For example, a number 
of inter-village land disputes have been 
generated and indiscriminate distribution 
of land is found to be violating the 
credo of‘land to the tiller’ so that several 
non-agricultural sections of people have 
secured land which they are cultivating 
through hired agricultural labourers. And 
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finally, according to the author, the 
Bhoodan-Gramdan movement has come 
in the way of effective implementation of 
land and tenancy reforms enacted by 
various stale governments. In short, 
the author did not find a participating 
democracy in Gramdan villages where 
group conflicts have abounded and where 
smallness of population has not guaran¬ 
teed effective participation of adults in 
village affairs. 

pioneering work 

This is a critical work of sociological 
research which for long used to concen¬ 
trate only on restricted fields such 
as family and castes. It is good that 
sociologists are seeking wider fields of 
research as they certainly are in a posi¬ 
tion to make significant contribution to 
social sciences research. And yet it is 
not possible to concur fully with many 
of the conclusions arrived at by the 
author. Thus in India and in fact in 
all developing countries (if not in deve¬ 
loped countries) the leadership in prac¬ 
tically all fields has some charisma about 
it and many movements initiated and led 
by such charismatic leaders did gather 
momentum and did produce profound 
effects on the social and political life of 
the countries. 

There is no doubt that the leadership 
of men like Gandhiji, Nehru, Auro- 
bindo and Subhas Bose was to a 
great extent charismatic and yet (or 
possibly because of it) they could leave- 
permanent impress on the social and poli¬ 
tical developments in the country. Most 
religious leaders in India were charis¬ 
matic and who can deny their profound 
impact on the lives of people? The 
followers need not and will not belong 
to homogeneous group as the author 
wants, if any movement has to succeed. 

Also among followers and amongst 
local leadership, there arc bound to be 
in any movement some who are purely 
opportunist. The extent of success of 
the movement will depend on the idea¬ 
lism which the charismatic leader is 
likely to inspire amongst the majority 
of his followers. It is no use belittling 
the significance of the Bhoodan-Gramdan 
movement which has brought about 
transfer of more land from the rich land¬ 
lords to the landless agricultural workers 
than all the land and tenancy legislations 
passed by all the states put together. Will 
not the charismatic leadership which 
secured the voluntary surrender of more 
than four hundred decoits leave a perma¬ 
nent impress on the social and political 
developments in Chambal valley where 
legal authority had been unsuccessfully 
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battling with the problem for more than 
a hundred years? 

INPUTS FOR FARMING 

The Intensive Agricultural District 
Programme (IA DP) was launched in u 
number of selected areas during the 
last decade. With the discovery of 
exotic seed varieties and evolution of new 
methods of better and more intensive 
resource-use, the process of modernisation 
of agriculture has advanced further in 
recent years. 

The spread of agricultural moderni¬ 
sation has in its wake created certain 
problems. A distinction between farmers 
making use of advanced agricultural 
technology and those not using it has at 
present acquired a special significance. 
Due to the emergent dualism in the 
countryside—co-existence of modern as 
well as traditional farming systems—it 
has become quite relevant to enquire into 
the reasons for the persistence of tradi¬ 
tional agricultural practices even in 
small communities and villages where the 
advantages of agricultural modernisation 
have been abundantly demonstrated. 
Since small and poor farmers arc existing 
in the same area with rich and prospe¬ 
rous ones, it is natural that the question 
is being asked with increasing concern. 

In Intensive Agriculture and Modern 
Inputs the authors have made an attem¬ 
pt “to enquire into the reasons for 
the differences in the response of farmers 
to intensive agricultural practices'*. With 
the institutional support for the supply 
of credit, other inputs and technical 
guidance provided in the programme, 
the reluctance of many farmers to make 
use of the improved methods of agricul¬ 
ture may be due to psychological, socio¬ 
logical, agronomic or socio-economic 
factors. In this book the authors have 
concentrated only on the socio-economic 
and organisational factors. What is 
more significant, the authors have sugges¬ 
ted measures to improve the programme 
of intensive agriculture with a view to 
helping those sections of the farming 
community which have remained outside 
its pale so far. In the present study 
the main focus of attention is on diffe¬ 
rence in resource-use and productivity 
levels between different agro-climatic 
zones and different size-class of farms in 
a single IADP area, namely West Goda¬ 
vari where the intensive agricultural 
development programme was launched in 
1960. 

The authors have treated the delta and 
upland zones of the Godavari district 
as distinct entities because of their 
substantial differences in the levels of their 


development, the distinctive nature of 
their agricultural practices and different 
specific problems faced by farmers of 
those parts. The delta is a monoculture 
zone with two paddy crops as the main¬ 
stay of its agricultural economy. Hold¬ 
ings in this zone, though generally small 
and fragmented, are well served by a 
vast network of government canal. 
Soils are generally fertile. Income from 
cultivation and livestock enterprises is 
high on the average-sized holding in the 
zone, a five acre holding on an average 
yielding approximately Rs. 2,500. The two 
problems which holdings in this zone face 
are water-logging and water-rationing 
because of the scarcity of water. The 
farmers in this zone have responded 
favourably to modern agricultural prac¬ 
tices. 

lack of information 

As between farms in different size- 
classes, the response to intensive 
agriculture and modern inputs has not 
been uniform. By and large, the 
response has been much better in size- 
classes above 7.50 acres than in the lower. 
The reasons for the low response are : 
lack of information, high cost of inten¬ 
sive agriculture and high risks associated 
with it. As mentioned earlier in spile of 
the high level of adoption of modern 
agricultural practices in the delta, there 
still remains a substantial proportion of 
farmers particularly in size-classes of up 
to 7.50 acres who have not taken enthu¬ 
siastically or extensively to intensive 
agriculture. This section of the farming 
community has therefore not benefited 
substantially from the thrust of moderni¬ 
sation. 

The uplands of Godavari district cons¬ 
titute a dryland farming zone. Lack of 
moisture, less fertile soils, fragmentation 
of holdings and their dispersal have limit¬ 
ed the possibility of improvement through 
provision of irrigation facilities and land 
improvement measures. The consequence 
is that the level of yields and intensity of 
cropping remain low and farmers derive 
only meagre rewards for their efforts. 

Though most of the farmers in the up¬ 
lands are making efforts to adopt modern 
practices, the overall level of modernisa¬ 
tion however in this zone is far below 
that of the delta. The reason is that the 
main crop of the delta zone is paddy 
which is not however the most suitable 
crop for the uplands. Also, farmers have 
not been approached by the extension 
agencies with packages of inputs suitable 
for their farms. 

In the light of the above findings, the 
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authors have made a number of construc¬ 
tive suggestions. 

It is certain that by and large farmers 
gain considerably from more intensive use 
of land and labour resources in both the 
zones. However, there are obstacles in the 
way of making more intensive use of land 
resources. Many of them are of a serious 
nature and would need considerable effort 
in terms of material investment. Some 
others call for radical changes in the ap¬ 
proaches and strategics of institutions in 
respect of input-delivery. 

Problems of the first category are relat¬ 
ed to land development. In the delta, the 
two major problems are water-logging and 
inadequacy of irrigation facilities in cer¬ 
tain areas. In the upland zone, there is 
lack of irrigation facilities and there is the 
problem of low level of land development 
in general. The other serious problem that 
arises is in respect of working capital. In 
both the zones, according to the authors, 
a high proportion of farms in the size- 
classes up to 10 or even more acres are 
confronted with the problem of insuffi¬ 
cient cash resources for purchase of vari¬ 
ous inputs such as fertilisers, plant pro¬ 
tection chemicals and traction services 
necessary for adopting intensive agricul¬ 
tural practices on a substantial scale. 

more obstacle;; 

There are two more obstacles specific 
to the upland zone. The use of improved 
implements on farms in this zone is still 
not widespread. Except in the two highest 
size-classes, very few farms possess mo¬ 
dern implements. The other disadvantage 
for upland farms in making intensive u& 
of owned resources arises from the poor 
state of development of dryland farming 
techniques. At present there are not many 
suitable practices for intensive dryland 
agriculture. This is a larger issue and till 
such time as an effective breakthrough in 
dryland farming is achieved, the prospects 
of agricultural modernisation in the up¬ 
land zone will remain rather dim. 

These obstacles, according to the aut¬ 
hors, indicate the nature of correctives 
urgently called for to ensure a steady rate 
of modernisation in the district as a 
whole. 

In the delta zone, the measures which 
will help the disadvantaged group of far¬ 
mers are: (i) term loans in order to im¬ 
prove drainage and/or irrigation facilities 
wherever necessary, (ii) crop loans—both 
cash and kind components—with super¬ 
vision to ensure that input deliveries reach 
farmers in time and extension advice is 
available. The cooperatives need to be 
galvanised and commercial banks will 
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have also to take more active part than 
in the past. 

The measures suggested for the upland 
zone are : (i) consolidation of holdings in 
order to facilitate the carrying out of 
necessary land improvement measures - 
well-sinking, contour-bunding etc. so as 
to increase the viability of holdings, (ii) 
more term loans to small and medium¬ 
sized holdings to enable them to improve 
the level of land development, and (Hi) 
development of dairy farming techniques 
and their quick dissemination among up¬ 
land farmers. Credit institutions - land 
mortgage and commercial banks- have 
some reservations on the issue of grant¬ 
ing loans* for‘non-viable 1 schemes. This 
obstacle should be overcome by introduc¬ 
ing schemes of guarantees and group- 
schemes in the backward areas and among 
the disadvantaged sections. Dairy tanning 
may have a good pay-off and its poten¬ 
tialities should be examined. 

Finally, the authors have laid stress on 
the imperative need lor detailed individual 
farm-plans in all cases. Beyond a point, 
the specificity of problems calls for detail¬ 
ed farm-plans backed by institutional 
support for input supplies and services. 

It is agreed on all hands that there is an 
urgent need to build up a sound basis for 
a fresh orientation and approach to agri¬ 
cultural planning with a view to making 
available to the weaker sections of the far¬ 
ming community the advantages of techno¬ 
logical progress. There is no doubt that 
this study will throw light on the reason for 
the differences in response to modern agri¬ 
cultural practices by farmers in diffierent 
size-groups und on the measures necessary 
for improving the conditions of poorer 
sections of the farming community. What 
the authors say about the farmers in 
Godavari district is equally applicable to 
formers in other parts of the country, 
though specific studies will throw more 
light on their problems. This study pro¬ 
vides a good model for similar studies in 
other parts of the country. 

GHERAOS IN W. BENGAL 

Gheraos and Labour Unrest In West 
Bengal is a remarkable book on the com¬ 
plex problem of industrial relations and 
no words of praise are too high for it ! 
The study pertains to gheraos and labour 
unrest in West Bengal which was shaken 
by explosive labour unrest in 1967 when 
the United Leftist Front was in power in 
that state. K. N. Vaid has made an 
attempt to analyse the causes of industrial 
conflicts and social tensions in the state 
in the wider context of economic growth, 
social change and political upheavals in 
West Bengal and outside. 

The author has rightly emphasised that 


in order to understand the forces that 
give a system of industrial relations, the 
social, cultural and historical variables 
must be seen in a state of dynamic inter¬ 
action with political, technological and 
economic factors. This means while 
condemning gheraos and the accompany¬ 
ing violence, what is more important is 
that reasons that compel people to mad¬ 
ness must be objectively analysed and 
properly understood. 

The author has presented a framework 
of analysis. He has suggested that indus¬ 
trial conflict should be understood as a 
system of collective behaviour in response 
to disruptions in the industrial relations 
system causing strain on workers and 
managers in industry. The author’s 
analysis of the situation has brought out 
that the industrial conflict in West Bengal 
was “a logical output of the industrial 
relations system as it operated in the 
State." “The contents of socio-political 
environment, the structure of industry, 
and the internal working of enterprises 
were such that they generated conflict 
between workers and employers, bred 
inefficiency, hardened attitudes, promoted 
social alienation, and led persons to 
indulge in acts of indiscipline and vio¬ 
lence". This state of affairs had gone on 
so long that it was difficiult to distinguish 
the symptoms from the causes. The work¬ 
ing class in West Bengal is no more 
revolutionary than its counterpart else¬ 
where; only it suffers more from the 
hopelessness of its economic conditions 
and social situation as well as from 
helplessness to do anything to improve 
their situation. 

potent causes 

This study has convincingly brought 
out that in West Bengal heavy concen¬ 
tration of industry in a small area, high 
idle capacity of installed hardware, and 
inefficient utilisation of capital have 
created conditions of acute unemployment, 
regional imbalances, social tensions and 
lo n labour productivity. The ownership 
pattern of industry has resulted in Vast 
income disparities, besides promoting 
‘the sons of the soil’ movement ahd 
narrow parochial considerations. These 
features constituted the potent and mani¬ 
fest causes of increasing industrial unrest 
resulting in gheraos. 

We find in West Bengal of the latter 
part of 1960s a fluid but militant trade 
union movement, well-knit and powerful 
employers’ organisation, leftist political 
parties competing with one another to 
have share in the distribution of power 
in an overall climate characterised by 
unemployment, poverty, resentment 
against the central government and 


mutual distrust. The negotiations with 
employers’ organisations did not succeed 
and the civil service had no clear guide¬ 
lines on which to act, with the conse¬ 
quence that it adopted vascillating policy 
which pleased nobo *y. The malfunc¬ 
tioning of democratic institutions in West 
Bengal—the blame for which must lie on 
all pressure groups—was one of the 
principal causes of social tensions and 
industrial conflicts in the state. Managers 
contended that the situation remained 
hopeless despite their best intentions and 
workers contended that industrial rela¬ 
tions had deteriorated to a point where 
only an overall change in the social 
system could improve them. The despair 
which had hardened the attitudes of all 
the concerned parties finally resulting in 
gheraos and violence. 

discontented middle class 

According to Vaid the Bengali middle 
class played a prominent role at this 
time in this movement. The Bengali 
middle class has come to acquire com¬ 
bustible temper, militant behaviour and 
desDarado style of action. Romantic 
conception of past glories, poor income, 
miserable social conditions, vast econo¬ 
mic disparities among local and outside 
groups, absence of hope for the future 
and failure of democratic methods in 
improving their economic lot during the 
past twenty years made them willing to 
try extra-legal methods. Also, the wor¬ 
kers in West Bengal lived under condi¬ 
tions of abject poverty and without any 
share in the benefits of industrial deve¬ 
lopment and planned economic progress. 
It made them angry and whipped them 
to action. For them a strike or absence 
of work for a week or even a month 
meant practically no loss for their stan¬ 
dard of living was so low that there was 
hardly any difference between working 
and not working. Add to this the fact 
that extremely over-crowded Calcutta 
offered nothing by way of civic ameni¬ 
ties and social services thus degrading 
human dignity, outraging the sense of 
decency and creating in inen attitudes 
of despair, anger, hostility, cynicism and 
desperation. The wonder of wonders is 
that this movement of gheraos lasted for 
only about seven months and did not 
under the prevailing conditions last longer 
engulfing the whole industrial complex in 
and around Calcutta. While condemning 
gheraos, what is often forgotten is the 
fact that where the managerial adminis¬ 
tration was even slightly better and a 
little more humane, workers in such 
establishments did not resort to gheraos. 
The author has therefore repeatedly 
and rightly emphasised that tt is not 
enough blaming the workers; we must 
first try to understand him, for Indian 
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worker is no more violent than the ave¬ 
rage Indian. Revolution is never the 
fault Of the people but of the government! 

This is an excellent study of industrial 
relations in that explosive state of West 
Bengal. The author has written feelingly 
(while at the same time maintaining aca¬ 
demic objectivity) so much so that the 
reader feels that he is in the midst of 
that great turmoil that swept parts of 
West Bengal during 1967. This is not 
just the history of industrial relations 
but is a socio-political and economic 
history of West Bengal since independence. 
Shri Ram Centre has another feather in 
its cap! 

INDEPENDENT INDIA 

Twenty five years ago India became 
independent and since then there has been 
an outburst of activities practically in 
every sphere of life. 25 years Of Indian 
Independence has attempted an objective 
and matter-of-fact review of the main 
developments in the political, economic 
and social spheres so that the reader 
conics to have the entire post-indepen- 
dencc period of Indian history in its 
proper perspective and a balanced view 
both of India's achievements and her 
‘failures. We were busy in a hectic way 
fighting on all fronts. Jt is time we look 
back over the last twenty five years to 
know where we have arrived and how 
distant our goals are. 

When we became independent, the out¬ 
look was positively dismal so much so 
that even mightier hearts would have 
flinched. There was the communal ten¬ 
sion and violence and there was the 
problem of millions of refugees unprece¬ 
dented in human history. There was war 
with Pakistan. There were the princely 
states aspiring to become sovereign. 
There was the cancer of Hyderabad state 
at the very centre of the body politic of 
India. Even the petty states of Travan- 
core and Kolhapur were challenging the 
union government. 

On the economic front, agriculture was 
still based on the most primitive methods 
of cultivation and industrial sector was 
confined mainly to textiles, jute, planta¬ 
tions, mining and light engineering goods. 
Population was mostly illiterate and 
unspeakably poor living a most miserable 
sort of life. Power had passed into the 
hands of those whom Winston Churchill 
had characterised as ‘men of straw* and 
the world awaited in anticipation the 
inevitable chaos and disintegration of 
this ancient land which was supposed to 
be only a matter of time. 

Starting with such heavy odds which 
hardly any country in the world must 
have experienced at the birth of its inde¬ 
pendence, during the last 25 years, India 


has undergone a fundamental metamor¬ 
phosis and can claim credit for remark¬ 
able achievements in political, economic 
and social fields. 

On the political front, India has deve- 
leped democratic institutions at all the 
levels of its administration—from the 
union government to the village pan- 
chayat. She has had five general elections 
and the country has given to itself a 
stable political framework in which to 
carry on her economic struggle. While 
democratic institutions were toppling in 
other countries of Asia and Africa, 
Indian democracy has not only survived 
the stresses and strains and three wars 
but has gone on from strength to strength 
instilling in her people democratic spirit 
and a fervant attachment to democratic 
institutions. 

In the sphere of foreign affairs, India 
has evolved a foreign policy based on 
non-alignment which has served as a 
model for other newly liberated countries 
and has gained for her international 
stature and respect not strictly warrant¬ 
ed by her economic and military strength. 

remarkable achievement 

On the economic front, our achieve¬ 
ments are still more remarkable. Agri¬ 
culture which stagnated for centuries has 
at last been moving out of the ruts and 
we have achieved a break-through and 
have practically become self-sufficient, 
thanks to the green revolution. Our 
foodgrain production has doubled over 
the past twenty five years—an achieve¬ 
ment which hardly any other country can 
boast of. 

In the sphare of industry, The achieve¬ 
ments are even more breath-taking. A 
base for heavy industry has been laid and 
at present India has the capacity not only 
to manufacture machinery and plant for 
a number of industries but also to plan 
and design them. We have been export¬ 
ing all types of goods including capital 
equipmentto various countries including 
the developed countries of the west and 
our exports have hit the figure of Rs 1500 


crores per year which is truly a pheno¬ 
menal increase. India’s achievements in 
the field of banking and education are 
equally remarkable. 

And yet with all this, India is yet not 
out of the woods. In spite of her four 
five year plans, due to enormous increase 
in her population, nearly 25 crores of the 
population has a monthly income of less 
than Rs 20 which means that they are 
Jiving ( existing ? ) a below-subsistence 
standard of living. In spite of the green 
revolution, per capita availability of food- 
grains has actually been declining again 
thanks to population growth rate which 
not only is refusing to come down but 
has shown an increase during the last 
decade. And in spite of tremendous in¬ 
crease over the 25 years in our exports, 
the balance of payments position conti¬ 
nues to cause anxiety and India has to 
ask for moratorium for our international 
debt. The net rate of saving and invest¬ 
ment has been gradually falling for some 
years and inflation has been eating into 
our very vitals since J956. Unemploy¬ 
ment is growing and so is poverty of the 
vast masses of the countryside. 

The Indian Oxygen has placed all this 
record before the people on the occasion 
of the silver jubilee of Indian indepen¬ 
dence so that a balanced view of India's 
progress may be possible. While the 
publication has proudly pointed out the 
remarkable achievements, it has at the 
same time not failed to focus attention 
on numerous shortcomings and failures 
over the past twenty live years. Our 
successful struggle over so many almost 
unsurmountable difficulties including 
three wars should create pride and con¬ 
fidence in us which should enable India 
to overcome the various barriers and 
soon join the select band of developed 
countries providing a model of growth 
combining democracy and socialism. 
Reading of this excellent publication with 
pictures and indicative tables certainly 
creates that confidence and hope for the 
future. 


Objective Discussion 

Commerce Annual Number 1972: Editor Vadilal Dagli; Pp 348; Price Rs 10. 
Reviewed by R. V. Murthy 


It is not known what precisely prompted 
“Commerce” to select Indian Agriculture 
as the main theme for its 1972 Annual 
Number. It could possibly be the severe 
and fairly extensive drought that is plagu¬ 
ing the country presently. But a perusal 
of the contents makes it clear that the 
journal was provoked as much by the 
latest drought as by the wrong approach 
of the authorities to the regeneration of 
our rural economy ever since indepen¬ 


dence. There can be no two views as to 
whether or not the approach of the autho¬ 
rities was wrong. Nor can one dispute 
the editorial view that there was an 
"avoidable misallocation of resources for 
producing goods which have low priority 
in terms of standard of living*’. But the 
inference, sought to be drawn by Mr 
Dagli categorically and by the other arti¬ 
cles impliedly, that the final use of the 
country’s resources, though drawn from 
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ali sections of the population, had ‘‘a 
distinct class character” is debatable. 

True, the end-result of all the four five- 
year Plans has been to make the already 
well off better off and to leave those 
below the poverty line as penurious as 
they were on the eve of Independence. 
The question is whether this was done 
deliberately. Not that Mr Dagli has said 
so. In fact, as he rightly observes, “the 
philosophy behind this approach was that 
of demonstration effect”. This apart, 
until very recently, the belief had been 
that what this country needed, even as 
any other developing country, was greater 
productidn—industrial as well as agricul¬ 
tural—and that once there was abundant 
production, the problem of distribution 
would be solved automatically. One may 
criticise this as a wrong belief, but one 
may not, nay should not, see in this a 
deliberate motive to deprive the poorer 
sections of their share in the benefit that 
accrued. To do so would be to impute 
motives to such self-less and genuinely 
patriotic champions of increased produc¬ 
tion as the late Dr M. Visvesvaraya. It 
would have been better, therefore, accord¬ 
ing to this reviewer, if the class character 
had not been imported into this other¬ 
wise objective discussion. 

able exposition 

Be that as it may, by and large, this 
reviewer endorses the policy for agricul¬ 
ture that has been ably adumbrated by 
the Editor of Commerce. His Distinct 
Development Trust idea is really a com¬ 
mendable one, provided the form of the 
power structure in the country, to which 
he has also referred, accepts it and, what 
is more, allows patently sincere and self¬ 
less non-ollicial agencies, such as what 
Mr Arvind Mafatlal has set up in several 
areas, to play their purposeful and prag¬ 
matic role. What we lack is not so much 
resources as organisation, but if Mr 
Dagli is thinking of the example of the 
Chinese whose organisational cfTort he 
commends, even as our Prime Minister 
has done lately, he seems to forget that 
India is still a democracy and totalita¬ 
rian methods arc taboo here, so far at 
any rate. Furthermore, lately impartial 
observers of the Chinese economy have 
begun to express some doubts about the 
so-called wonderful organisational effort 
of China, as also of the USSR and 
their dependence on large imports of 
food grains from the US makes one look 
askance at their organisational perfection. 

The survey of Indian Agriculture Since 
Independence by Mr Narottam Shah is a 
comprehensive and thought-provoking 
essay and should open the eyes of many 
so-called experts on agriculture. The 
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regional surveys also are informative, mary annual reviews of various facets 
what with all the wealth of statistical of the economy. All told, it is a valu- 
data thrown in so generously. Finally, able publication that no serious student 
there are the journal’s familiar custo- of Indian economy can afford to miss. 
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TRADE 

WINDS 


Steel Authority of India 

The holding company for steel 
and associated industries, the 
Steel Authority of India Ltd 
(SAIL), set up by the govern¬ 
ment of India, was registered 
formally on January 24, 1973. 
The headquarters of the com¬ 
pany will be in New Delhi. All 
shareholdings of the govern¬ 
ment of India in the following 
fully government owned com¬ 
panies will be transferred to 
SAIL in the first instance: 
Hindustan Steel Ltd, Bharat 
Coking Coal Ltd, National 
Mineral Development Corpora¬ 
tion Ltd, and Salem Steel Ltd. 

Bokaro Steel and Hindus¬ 
tan Steel Construction Com¬ 
pany will also be brought 
under SAIL after some time. 
The companies proposed to be 
established for the operation 
of new steel plants at Visakha- 
patnam and Hospet will come 
under SAIL immediately at 
the time of their formation. 
The holding company will own 
all government shares not 
only in the public sector steel 
companies and the National 
Mineral Development Corpo¬ 
ration but also in companies 
like Bolani Ores, Manganese 
Ores (India) Limited. It will 
also act as an agent of the 
public financial institutions, 
namely, LIC, UTI, IDBI, 
ICICI, IFC, nationalised banks 
nationalised general insurance 
companies, etc., in respect of 
the shares held by them in 
private sector companies in 
the field of iron and steel and 
associated input industries. 
One of the important functions 
of the SAIL would be to 
ensure career development, 
succession, planning and 
organisation and development 
of a steel cadre. MrM. A. 
Wadud Khan, Secretary, De¬ 
partment of Steel, will be the 
Ch8tHnan of the SAIL, whose 


subscribed and issued capital 
would be about Rs 1,300 crores 
by March/April, 1973. The 
appointment of directors and 
other top personnel to man 
the SAIL organisation is acti¬ 
vely engaging the attention of 
the government. 

Aluminium Die Casting 

The union department of 
Mines has decided to augment 
the existing capacity of the 
aluminium die casting industry 
in the country and to invite 
applications for the establish¬ 
ment of additional units. The 
demand for aluminium die 
castings in the country is ex¬ 
pected to grow considerably 
in the near future warranting 
creation of fresh capacity for 
the manufacture of precision 
and special nature aluminium 
die castings. At present, con¬ 
siderable quantities of specia¬ 
lised aluminium die castings 
are being imported to meet 
the requirements of the manu¬ 
facturing industries. The end- 
user industries are also chang¬ 
ing over from the use of zinc, 
brass, bronze and gun metal 
castings to aluminium die cas¬ 
tings essentially because of 
shortage of foreign exchange 
for import of metals like cop¬ 
per, zinc and tin. For alumi¬ 
nium die casting industry, a 
unit with a manufacturing 
capacity of 600 tonnes per 
annum is considered viable 
and the necessary machines re¬ 
quired for the purpose are also 
available indigenously. There¬ 
fore, the prospective entrepre¬ 
neurs are advised to send their 
applications, on the appro¬ 
priate forms* indicating their 
minimum requirements of 
foreign exchange after their 
own survey, to the Ministry of 
Industrial Development (CLP 
Section) by March 31, 1973. 
It may, however, be noted 


that no more foreign exchange 
will be allowed subsequently, 
under any circumstances, than 
that mentioned in the original 
applications. Preference will 
be given to applicants requir¬ 
ing minimum foreign exchange, 
provided their schemes are 
technically sound and feasible. 

Steel Bars’Licensing 
Suspended 

The government has deci¬ 
ded to suspend further licen¬ 
sing and further registration 
for the manufacture of steel 
bright bars and shaftings for a 
period of one year. This has 
been done because adequate 
capacity have already been 
installed for this industry and 
also due to acute shortage of 
raw materials. The situation 
will be reviewed at the expiry 
of the one year period for 
planning further action. 

Gold Licensing Relaxed 

The Government of India 
has made certain relaxations in 
regard to licensing of dealers 
under the Gold Control Rules. 
According to a notification 
issued by the Ministry of Fin¬ 
ance, certified goldsmiths hav¬ 
ing a larger turn-over and 
wanting to better their status 
as well as co-operatives formed 
by certified goldsmiths would 
be given licences as dealers. 
Also, any person who under¬ 
takes to export articles or 
ornaments of the net total 
value of not less than Rs 1 
lakh with a total net gold con¬ 
tent of at least 1,000 grammes 
of pure gold, would also be 
given dealers' licence. The 
amended rules also provide 
for cancellation of dealers’ 
licences in the case of gold¬ 
smiths who have become in¬ 
effective and whose turnover 
is less than 50 grammes per 
month. 

House Loan Limit 

The central government em¬ 
ployees may now draw an ad¬ 
vance upto a maximum of 
Rs 70,000 for house building 
or for buying a new house or 
flat. The advance should not 
exceed 75 months pay. This 
is the second relaxation given 
to central government emplo¬ 
yees recently. The Ministry 


of Works and Housing had 
decided that the government 
servants could draw a maxi¬ 
mum advance of 75 times of 
the monthly pay or Rs 50,000. 
Earlier the advance was not to 
exceed 60 months pay. Under 
earlier rules 70 per cent of 
death-cum-retirement gratuity 
was taken into account by the 
ministry while determining the 
amount of advance admissible 
and for fixing the rate of re¬ 
payment of loans etc., in case 
of central government servants 
due to retire after a period of 
10 years. It has now been 
decided that in such cases the 
amount of gratuity to be taken 
into account be increased from 
70 to 80 per cent. 

UK Immigration Rules 

The British Government has 
announced improvements in 
its immigration rules for Com¬ 
monwealth citizens. 

The main improvement re¬ 
lates to Commonwealth citi¬ 
zens one of whose grand¬ 
parents was bom in the UK. 
These will now have the right 
to go to Britian to work, and 
to settle, for as long as they 
like, needing no work permit 
but only an entry clearance as 
a proof of this. These people, 
“patrials” in the phraseology 
of the Act, are totally free 
from control and their status 
remains unchanged by the 
latest announcement. Those 
now granted the right of entry 
to work and settle in Britain 
upon the relationship of a 
British-born grandparent will 
be free of any kind of super¬ 
vision in employment. They 
will also be admitted for settle¬ 
ment at the outset. 

Railway Stores 
Committee 

The government of India 
has set up a seven-member 
committee, with the Deputy 
Minister of Railways, Mr 
Mohd. Shaft Qureshi as Chair¬ 
man, to review the policy and 
procedures of procurement of 
stores and inventory control 
on the Indian Railways. The 
object is to ensure that the 
materials required by the Rail¬ 
ways are available on time, 
while keeping the inventories 
of stores at the desired level. 
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Besides the Chairman, the 
other members of the Com¬ 
mittee are Mr K. S. Sundara 
Rajan, Financial Commis¬ 
sioner, Railways, Mr H. M. 
Chatterjee, Member, Mechani¬ 
cal, Railway Board, Mr R. 
Rajagopalan, Chief Cost Ac¬ 
counts Officer, Ministry of 
Finance, Mr M. V. Klamath, 
Special Director, Finance, 
Tube Investments of India, 
Madras and Mr A. Chandmal, 
Deputy General Manager, 
(Materials & Finance), Tata 
Engineering & Locomotive 
Co., Jamshedpur. Mr R. Sri- 
nivasan, Joint Director, Stores, 
Railway Board, will be the 
Secretary of the committee. 

Freight Traffic in 
the Fifth Plan 

The Railways may have to 
be prepared for an increase in 
freight trade of 100 to 110 
million tonnes in the fifth 
five-year Plan—an average 
growth of about 22 million 
tonnes per year. Mr T. A. Pai 
who was addressing the Con¬ 
sultative Committee of Mem¬ 
bers of Parliament for the 
Ministry of Railways said that 
this increase of nearly 50 per 
cent in goods talfic would pose 
tremendous problems for the 
Railways. The forecast of 
coal to be carried by the Rail¬ 
ways was about 125 million 
tonnes as against 70 million 
tonnes al present. Regarding 
construction of new lines, Mr 
Pai said that the development 
of Railways should be consi¬ 
dered in a wider context from 
the point of view of develop¬ 
ment of the country itself. 
With the developing economy, 
the Railways had a long way 
to go towards solving the 
country’s transport problems. 

It was necessary to see how 
best the Railways and roads 
could complement each other 
in this task. 

Rajaji National Trust 


Dr. B. Gopala Reddy, Mr 
M. G. Ramachondran, Mr M. 
Bhaktavatsalam and Mr C. R. 
Pattabhiraman. 

New Shipping Service 

A new shipping conference 
to cater for cargoes emanating 
from Bangladesh, Burma and 
Sri Lanku to India may soon 
come into existence. A two 
member delegation represent¬ 
ing Indian shipowners, headed 
by Mr P. T. Dalai, senior 
manager of Scindia Steam, is 
currently in Dacca exploring 
the possibility of forming the 
new conference. There is al¬ 
ready a shipping confrerencc 
which—looks after India’s ex¬ 
ports to these countries but 
there is none to cater for the 
country’s imports from them. 
The new conference would 
give assured employment to 
Indian vessels as also to ships 
of the Bangladesh Shipping 
Corporation. The agreed 
freight tariff would eliminate 
competition among the ship¬ 
ping lines of these countries. 

Chowgules’ Shipyard 

The union government has 
cleared chowgules’ application 
for the setting up of a ship¬ 
yard at Bhavnagar at a cost of 


Rs 50 lakhs. The proposed 
shipyard to be located between 
Bhavnagar and Ghogha at a 
point 20 Km south of Bhav¬ 
nagar town, would build traw¬ 
lers, tugs, barges, dredgers, 
eic. The project would be com¬ 
pleted in two years from now. 
The Gujarat government had 
earmarked about 18 acres of 
land for the shipyard. The 
Chowgules already have a 
shipyard at Sirigao in Goa 
where barges of even the capa¬ 
city of 1.000 tonnes are now 
being built. They have colla¬ 
boration arangements with 
well-known German ship buil¬ 
ders for barges as well as dre¬ 
dgers. In recent years, Chow¬ 
gules have themselves perfect¬ 
ed improved designs and 
drawings to suit Indian condi¬ 
tions. 

Package Plan for 
Farmers 

The Agriculture Ministry is 
working on a package prog- 
ramme to ensure that when 
surplus land becomes available 
after the implementation of 
land ceiling laws, marginal 
farmers and landless labourers 
to whom the land is redistri¬ 
buted will have financial and 
physical resources to develop 


and cultivate it. This was 
stated by the Agriculture 
Minister, Mr Fakhruddin Ail 
Ahmed, while inaugurating a 
conference of state Ministers 
for Co-operation. He said the 
package programme aimed at 
helping farmers to put up irri¬ 
gation works and engage in 
subsidiary activities such as 
dairying or poultry. He hoped 
the scheme would go into 
operation in 1973-74 itself. 

Merchant Banking 
by SBI 

The State Bank qjf India 
has gone into merchant bank¬ 
ing—the first Indian Bank to 
do so—in competition with 
National and Grindlays and 
First National. SBI’s merchant 
banking division, which has 
Mr R. S. Bhat, retired, UTI 
chairman as honorary director, 
will groom new ventures and 
expansion programmes right 
from procurement of letters of 
intent and raising of rupee and 
foreign exchange resources—-in 
the shape of loans and equity- 
to acting as registers of a com¬ 
pany. The merchant banking 
division will arrange through 
the State Bank “suppliers” 
credit, buyers’ credit and 
foreign currency loans from 
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The Rajaji National Trust 
has formed a steering commit¬ 
tee to establish a foundation 
on a non-party basis to popu¬ 
larise the ideals of Mr C. 
Rajagopaachlari. Represent¬ 
ed on the committee, among 
others, are the Rev Fr. De 
Sousa, the Raja of Chettinad, 
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London, Euro-dollar and 
American money markets. 
This service would be needed, 
according to the bank, where 
the government requires the 
sponsors of a project to ar¬ 
range “foreign exchange for 
projects—that is, where free 
foreign exchange, tied credits, 
etc. are not available”. The 
merchant banking division of 
the State Bank, unlike the exis¬ 
ting merchant bankers, would 
not act merely as financial 
brokers. It would prepare in¬ 
dependent project appraisal re¬ 
ports : The State Bank will not 
directly underwrite share is¬ 
sues, pending a proposed 
amendment to the Bank's Act 
permitting it to do so. It is 
understood that the bank will 
get its subsidiary banks to 
engage in underwriting. 

Electronics Testing 
Centre 

To help manufacturers in 
the small-scale electronics in¬ 
dustry get their products test¬ 
ed, the union government has 
agreed to set up an electronics 
testing organisation in West 
Bengal. The union government 
will bear 75 per cent of the 
cost of the establishment of 
this organisation and the re¬ 
maining 25 per cent will be 
born by the state government. 
The latter will also have to 
bear the recurring expenditure 
for running this organisation. 
Meanwhile a proposal for the 
establishment of a regional 
training centre for electronics 
craftsmen in the state is also 
uncr consideration of the state 
government. The proposed 
training centre will help the 
electronics industries in the 
state to have trained personnel 
who might also be able to 
develop small-scale units of 
their own with finanancial 
assistance from financial insti¬ 
tutions on liberal terms. 

Seminar on Book 
Production 

India will host a Common¬ 
wealth regional seminar 
on book production and 
distribution. Delegates and 
observers from Common¬ 
wealth countries and the Asia- 
Bacific region are expected to 
take part in the nihe-day semi¬ 


nar beginning in New Delhi 
February 21. 

The seminar on “priorities 
and planning for provision of 
books.” organised by the Com¬ 
monwealth Secretariat, aims 
at devising practical measures 
to promote local production 
and distribution of books for 
educational, cultural and eco¬ 
nomic advancement of the 
countries in the region. To 
this end, the conferenc will 
identify, the means of promot¬ 
ing co-operation among Com¬ 
monwealth countries. 

LIC’s New Business 

The total new business of 
the Life Insurance Corpora¬ 
tion of India in December, 
1972 amounted to Rs 323.39 
crores, involving 351,082 poli¬ 
cies. This included foreign 
business worth Rs 1.34 crorcs. 
During the month, the western 
zone of the corporation com¬ 
pleted the highest amount of 
new business (Rs 77.98 crorcs) 
followed by the southern zone 
(Rs 76.12 crorcs) and the 
estern zone (Rs 63.75 crores). 
The central and nothern zones 
did busiuess amounting to 
Rs 58.53 crores and Rs 45.67 
crores respectively. The total 
business completed by tIncor¬ 
poration, including foreign 
business, during the first nine 
months of the current financial 
year amounted to Rs 1,155.40 
crores compared with Rs 
1010.14 crores during the 
corresponding period of 
1971-72. 

New Mica Paper 

The development * of new 
mica paper has brought the 
Research and Developmcent 
Organisation for the Electri- 
cal Industry (RDOEI) at 
Bhopal into the limelight. This 
important invention is expect¬ 
ed to save Rs. 1 crore foreign 
exchange every year and create 
export potential of double the 
amount in about five years. 
Mica paper is used extensively 
for insulation of sophisticated 
electrical equipment. RDOEI 
has signed an agreement with 
a Bangalore firm for its com¬ 
mercial production. Another 
achievement of RDOEI is the 
development of an electronic 
equipment knowft as “Thy¬ 


ristor Armature Reverser” It is 
claimed this equipment can eli¬ 
minate 50 per cent, of the 
rotating machinery of a drive 
system. The reverser costs 15 
per cent, less than its foreign 
counterpart. 

Revenue Collection 

The revenue realised by the 
central government under va¬ 
rious heads and revenue from 
opium for the first eight 
months of the financial year 
1972-73 amounted to Rs 
2,615.56 crores. This was over 
Rs 426.61 crorcs more than 
the collection for the corres¬ 
ponding period of previous 
financial year. In November 
1972, the revenue relised was 
Rs 310.41 crores—Rs 15.06 
crores more than in the same 
month last year. Details of 
the revenue realised under 
various heads are given in 
table below. 

Merino Wool 

Fine ‘merino’ wool has 
been produced for the first 
time, which has roused hopes 
that one day the country might 
attain self-sufficiency in wool. 
India imports annually appa¬ 
rel wool worth over Rs 15 
crores. A trial quantity of 
fine merino wool has been pro¬ 
duced by the Gujarat Sheep 
and Wool Development Cor¬ 
poration, Naliya (Kutch) and 
it has just offered it to worsted 
woollen cloth weaving units. 
It has been clipped from the 
corporation's breeding centre 
for which it imported 1,0()0 


merino sheep from the USSR. 
The corporation, which plans 
to increase the number of im¬ 
ported sheep to 5,000, has 
been sponsored jointly by the 
Indian Woollen Mills Federa¬ 
tion and the government of 
Gujarat. 

Synthetic Enamels 
for USSR 

Dr Bcck& Co. (India) Ltd, 
an Indian chemical firm with 
a factory at Pimpri, Poona, 
earned fresh export laurels by 
gaining a contract from the 
USSR Trade Representation 
covering the supply of synthe¬ 
tic enamels, to the total value 
of Rs 93 lakhs, intended for 
Soviet electrical manufacturers. 
The Russians have an option 
with the Indian firm, to be ex¬ 
ercised by March 15, 1973, 
for a additional supply of syn¬ 
thetics to the total value of 
Rs 31 lakhs. It is significant 
to note that over a period of 
nine years the products of the 
company have found markets 
in the USSR, Greece, Egypt, 
Kuwait, United States of Ame¬ 
rica, Malaysia etc. and the 
export value, now amounts 
to a total of Rs 10.71 
crores. 

Gold Medal for Texind 

Texind Corporation Pvt. 
Ltd, a leading export house, 
has bagged, for the second 
year in succession, the gold 
medal for the highest export 
performance instituted by the 
Textile Stores and Machinery 
Association, Bombay. Texind 


(Rs lakhs) 


Revenue head 


During November Up to Novem - 
- b cr 



1972 

1971 

1972-73 

1971-72 

Customs 

6920 

5694 

54117 

42201 

Union Excise (excluding 
cess on salt, rubber, coal 
and iron ore etc.) 

19739 

17786 

152826 

132013 

Corporation Tax 

1344 

2313 

25647 

20290 

Income Tax 

2412 

3169 

24752 

21712 

Wealth Tax 

387 

311 

2437 

1295 

Expenditure Tax 

— 

— 

— 

— 

Gift Tax 

29 

28 

201 

169 

Estate Duty 

60 

9* 

466 

445 

Opium 

150 

139 

1110 

870 

Total 

31041 

29535 

261556 

218895 

>9 
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is one of the leading exporters 
of textile machinery and acces¬ 
sories. Its exports are mainly 
to UAR, Syria, Iran, Iraq, 
Lebanon, Nigeria, and Philip¬ 
pines. Besides textile compo¬ 
nents, stores and accessories, 
Texind Corporation is also ex¬ 
porting various other heavy 
and light engineering items 
such as machine tools, small 
tools, hand tools, measuring 
instruments, electrical equip¬ 
ments such as switchgears, 
starters, motors, transformers, 
power transformers, power 
transmission equipment, auto 
and bicycle components, diesel 
engines, pumps, castings inclu¬ 
ding textile machinery compo¬ 
nents, accessories and stores. 

ICMA Awards 

The Indian Chemical Manu¬ 
facturers Association has 
given the Sir P.C. Ray Award 
for Development of Indigenous 
Technology, to Messrs Morani 
Chemicals Pvt. Ltd for deve¬ 
loping liquid phase oxidation 
technology. The company 
manufacturers Benzoic Acid 
and benzoates by this process 
which is for the first time in 
India. The older method of 
manufacture of Benzoic Acid 
was from Toluene by chlorina¬ 
tion via Bcnzotrichloride and 
this process was not found 
suitable for pharmaceutical 
grade products. The ICMA 
Award for export of chemi¬ 
cal products has been bagged 
by Messrs Century Rayon 
(Tyre Cord Division) for have- 
ing made substantial exports 
of High Tenacity Viscose 
Rayon Yarn to several coun¬ 
tries including the highly ad¬ 
vanced countries, such as the 
United Kingdom, West Ger¬ 
many, Holland, Austria, etc. 

The ICMA Award for 
Social Progress in the Chemi¬ 
cal Industry, instituted only last 
year, has been awarded to 
Messrs Excel Industries Ltd 
for 1972 for the excellent 
managment of human resour¬ 
ces, developing entrepreneurial 
talents in employees and for 
helping even the sick, invalids 
and physically handicapped in 
being able to contribute to the 
progress of the industry and 
help the community at large. 
The ICMA Award for 
Development of Forward 


Technology has not been grant¬ 
ed for 1972. 

In Brief 

The outlay for Maharash¬ 
tra’s Annual Plan for 1973-74 
was fixed at Rs 250 crores as 
against the outlay of Rs 205 
crores for 1972-73. 

The first improved version 
of MIG-21 M supersonic jet 
plane—MIG 21 FL—manu¬ 
factured at the Nasik factory 
was formally handed over 
to the Indian Air Force at a 
special ceremony held at Nasik. 

India and Zaire (former 
Congo) have concluded a pro¬ 
tocol of understanding on set¬ 
ting up joint committee for 
economic, commercial, techni¬ 
cal, scientific, cultural, avia¬ 
tion and maritime co-operation 
between the two countries. 

Kuwait Airways has entrus¬ 
ted its refuelling operations to 
Indian Oil. This brings the 
number of international air¬ 
lines refuelling through Indian 
Oil to 20. 

The All India Plastic Manu¬ 
facturers’ Association will be 
celebrating its silver jubilee in 
Bombay front January 31 to 
February 5. 

All India Radio's experi¬ 
mental television station at 
Srinagar started its test service 
on January 26. 

Nepal will be entering the 
film industry in a big way. 
The film titled ‘Mankobodh’ 
will be produced by the Royal 
Nepal Film Corporation. 

Pakistan decided to set up 
diplomatic missions in East 
Germany, Somalia, Ethiopia, 
Guinea and Mauritania. 

Names in the News 

Mr Viren J. Shah, Chairman 
and Managing Director, of 
Mukand Iron and Steel Works, 
has been elected President of 
the Indian Merchants’ Cham¬ 
ber for 1973. Mr Shah is the 
Chairman of the Steel Re-Rol¬ 
ling Mills’ Association of India, 
and was the founder President 


of the Steel Furnace Associa¬ 
tion of India, Mr Ganesh 
Narayan R.Podar, Chairman 
of Shree Shakti Mills and six 
other companies in the Podar 
group, has been elected Vice- 
President of the Chamber. He 
is also a director of New City 
of Bombay Manufacturing 
Company, Hind Rectifiers and 
Textile Machinery Corpora¬ 
tion of India (TEXMACO). 

Mr S. Rangarajan till recen¬ 
tly Zonal Manager, Northern 
Zone, New Delhi, has taken 
over as the Executive Director 
(Actuarial), Life Insurance 
Corporation of India. 

Mr S P. Nautiyal a former 
Deputy Director-General of 
the Geological Survey of India, 
has been appointed the first 
Managing Director of the 
Mineral Exploration Corpora¬ 
tion, set up by the union gov¬ 
ernment, with its headquarters 
at Nagpur. 

Dr S. Gopal, Fellow of 
St. Antony College, Oxford, 
and Professor of Contempor¬ 
ary History, Jawaharlal Nehru 
University, New Delhi, has 
taken over as the new Chair¬ 
man of the National Book 
Trust, India, with effect from 
January 1, 1973. In addition 
to the representatives of the 
Ministries of Education and 
Social Welfare, Information 
and Broadcasting and Finance, 
the government of India has 
appointed the following as 
members of the Board of 
Trustees: 

Professor K. N. Raj, Dr. 
A.N. Khusro, Dr. Ramachand- 
ran, Mr Arnrit Rai and Profes¬ 
sor Yash Pal, and Secretary, 
Sahitya Akademi. 

The Council of Scientific 
and Industrial Research has 
announced Silver Jubilee 
awards to three eminent scien¬ 
tists— Prof P. K. Bhattacharya, 
Prof S. Chandrasekhar and 
Dr S. K. Joshl. 

Two former Congress Presi¬ 
dents, Mrs Nellie Sengupta 
and Mr V. N. Dhcbar, and 
the widow of Mr C. R. Das, 
Mrs Basanti Devi, are among 
the six persons who have been 
awarded Padma Vibhushan, 
the nation's second highest 


award, on the occasion of the 
24th Republic Day. The other 
three are Dr D. S. Kothari, 
former Chairman of the Uni¬ 
versity Grants Commission, 
Dr Nagandra Singh, former 
Secretary to the President and 
Chief Elecetion Commissioner 
who has been elected a judge 
of the World Court at The 
Hague, and Mr T. Swamina- 
than, till recently union Cabi¬ 
net Secretary. The Republic 
Day honours list did not con¬ 
tain, for the second successive 
year, any Bharat Ratna award, 
the nation’s highest. 

Mr. James R. Schlesinger 
Chairman of the US Atomic 
Energy Commission, was con¬ 
firmed by the Senate to be 
Director of the Central Intelli¬ 
gence Agency. He is a former 
professor of economics at the 
University of Virginia. 


COMPANY NOTICE 

THE CALCUTTA 
ELECTRIC SUPPLY 
CORPORATION 
LIMITED 

(Incorporated in England) 

Notice is hereby given that 
the Board of Directors of the 
Company at a meeting held in 
Calcutta on 19th January, 1973 
have declared payment of 
Final Dividend on the Com¬ 
pany’s Preference Stock for 
the year ending 31st March, 
1973 at the rate of 3 per cent 
(gross) to be paid on 30th 
March, 1973 after deduction 
of appropriate Indian Income 
Tax to those stockholders 
whose names are registered in 
the Company’s Stock Registers 
on 12th February, 1973. 

Applications for transfers 
received in this Office before 
12 o’clock noon on Monday, 
12th February, 1973 will, if 
otherwise found in order, be 
registered on above date for 
the purpose of participation 
in the above Dividend. 

By Order of the Board 
S. K. MITRA 

Secretary 

VICTORIA HOUSE 
Calcutta-1. 

19th January, 1973. 
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COMPANY 

AFFAIRS 


Bharat Commerce 

Bharat Commerce and Indus¬ 
tries is setting up two projects 
in Asian countries, one each in 
Indonesia and Afghanistan. 
Bharat Commerce in collabo¬ 
ration with an Indonesian firm 
will be establishing a big staple 
fibre plant in East Java. The 
plant will have an initial capa¬ 
city of 15,000 spindles which 
will be doubled later. The 
capital expenditure is estimated 
at 7 million and will be met 
partly by the equity participa¬ 
tion by the two concerns. 
Bulk of the machinery and 
know-how will be provided by 
Bharat Commerce. The second 
project to be located near 
Kabul in Afghanistan will be 
spinning unit with a capacity of 
25,000 spindles. Bharat Com¬ 
merce again will be partici¬ 
pating in the equity of the 
company and will be sup¬ 
plying most of the machinery 
and the necessary technical 
know-how. Meanwhile Bharat 
Commerce has embarked on a 
large-scale diversification pro¬ 
gramme by undertaking the 
manufacture of synthetic 
fabrics. As the fabrics have 
been well received by the mar¬ 
kets this line of activity is 
expected to be expanded con¬ 
siderably in the near future. 

Vazir Sultan 

The Vazir Sultan Tobacco 
Company Ltd has grown from 
modest beginnings into a gigan¬ 
tic organization. The multi¬ 
dimensional growth of the 
company in the areas of pro¬ 
duction, productivity, techno¬ 
logy, scientific management 
techniques and utilisation of 
human resources were some of 
the topics which were dealt 
with elaborately by the Chair¬ 
man, Mr A.M. Lai while ad¬ 
dressing the annual general 
meeting of the company held* 
recently at Hyderabad. Pro¬ 


duction has recorded an ast¬ 
ronomical rise and the com¬ 
pany is producing in a day 
more than what it toqk a 
whole month earlier. ‘Char- 
minar* has crossed the billion 
barrier—1000 million per 
month—even as far back as in 
1965 and has since maintained 
its commanding position as a 
market leader. To cope with 
the accelerated demand for its 
products the company has 
brought about quite a good 
number of improvements in its 
products. For the export 
market the company has deve¬ 
loped a king-sized filter version 
of ‘Charm inar’ which was 
recently awarded the Silver 
Medal at the International 
Monde Selection at Brussels. 
Considerable improvements in 
productivity at the factory 
level too has been achieved by 
the company by continuous 
improvement in operational 
efficiency and by constant 
application of technological 
skills and innovations. The 
use of statistical quality control 
techniques deserve special men¬ 
tion. The company, perhaps, 
is the only unit in the cigarette 
industry in the country to 
apply these techniques on a 
factory wide basis for evaluat¬ 
ing the quality of raw mate¬ 
rials, packing materials and 
the finished product. 

In order to get all the em¬ 
ployees fully involved in the 
company’s operational activi¬ 
ties, the management has re¬ 
oriented its policies so as to 
incorporate modern concepts 
based on Behavioural Sciences. 
The Long Term Settlement 
entered into in 1961 by the 
management and the union is 
an important step in this direc¬ 
tion. One of the most signifi¬ 
cant aspects of the Settlement 
is the introduction of the com¬ 
prehensive Annual Bonus Plan 
based on labour productivity. 
These new concepts, and the 


Bonus Plan in particular, has 
resulted in the productivity of 
the workers shooting up by 75 
per cent and the bonus quan¬ 
tum by 216 per cent. 

Tobacco leaf operations con¬ 
tinue to be the major area of 
development of the company. 
The Leaf Departments exten¬ 
sion services provided freely to 
all tobacco farmers in the form 
of expert guidance on farming 
methods, crop rotation and 
assistance in the shape of loans 
and credit for the purchase of 
fertilizers, pesticides and in- 
scctidcs curing barns and other 
materials, have worked won¬ 
ders with the result the conve¬ 
nt ge under tobacco has grown 
from an initial few hectares to 
10,500 hectares, followed by 
three-fold rise in yields. In 
money terms the company has 
injected into the rural economy 
of Andhra Pradesh over Rs 4 
crores annually which has help¬ 
ed in raising remarkably the 
Jiving standards of these farm¬ 
ing communities. 

The financial performance 
of the company is equally im¬ 
pressive. The turnover has 
further improved to Rs 57.41 
crores during 197J-72. The 
directors besides maintaining 
the dividend on equity shares 
have proposed to redeem the 
preference shares on or after 
March 31, 1973. 

Associated Bearing 

The directors of Associated 
Bearing Co have proposed to 
issue bonus shares in the ratio 
of one share for every three 
shares held. This is subject to 
the approval of the share¬ 
holders and the Controller of 
Capital Issues. The bonus 
issue will be made by capi¬ 
talising a sum of Rs 1.33 cro¬ 
res from reserves. The direc¬ 
tors have also recommended a 
higher dividend of 17.50 per 
cent for 1972 as compared to 


15 per cent declared for 1971. 
The proposed dividend will 
absorb Rs 70 lakhs, Rs 10 
lakhs more than in 1971, and 
it will be paid out of the gene¬ 
ral reserve. 

Nuchem Plastics 

The directors of Nuchem 
Plastics Ltd have recom¬ 
mended a higher equity 
dividend of 12 per cent for 
the year ended September 30, 
1972 as against nine per cent 
declared for 1970-71. The 
directors have also proposed 
the payment of dividend for 
the 9.5 per cent cumulative re¬ 
deemable preference shares. 
During the year the company’s 
net profit was nearly halved 
to Rs 12.55 lakhs from Rs 
23.07 lakhs in 1970-71. The 
net profit has been arrived at 
after providing Rs 12.77 lakhs 
for depreciation as against Rs 
15.02 lakhs appropriated in 
the previous year. Adding Rs 
86,964, the surplus of preced¬ 
ing >ear, Rs 12,244 for income 
tax refunds and Rs 1.44 lakhs 
transferred from development 
rebate icserve no longer requir¬ 
ed, the balance amount comes 
to Rs 14.98 lakhs. Out of this 
Rs 60,000 was carried to deve¬ 
lopment rebate reserve, Rs 8 
lakhs to general reserve and 
Rs I lakh to preference share 
redemption reserve. The re-, 
commended dividend on equity 
and preference shares will ab¬ 
sorb Rs 4.55 lakhs, leaving a 
surplus of Rs 83,055 to be car¬ 
ried forward. The profit has 
declined due to steep increase 
in the cost of raw materials 
such as urea, methanol, and 
wood pulp. Moreover the excise 
duly on moulding powders and 
resins was increased from 36 
per cent to 40 per cent which 
was completely absorbed by 
the company. The sale of 
formaldehyde also declined 
by Rs 16.28 lakhs on account 
of two more units starting pro¬ 
duction in the country during 
the year. Meanwhile the com¬ 
pany has secured an industrial 
licence for stepping up the 
capacity of urea formaldehyde 
powders from I (.00 to 5000 
tons per annum. The first 
phase of doubling the capacity 
to 3200 tons has been com¬ 
pleted. The financial arrange¬ 
ments for the hydraulic press 


EASTERN ECONOMIST 


211 


FEBRUARY 2 , 1973 



project which is being establi¬ 
shed in collaboration with 
Daniels Hamilton of UK has 
also been completed. The 
hexamine plant is expected 
to go on stream during March- 
April this year. The Research 
and Development division 
which has been recently set up 
has also started functioning. 

MICO 

Dr Willi Hofmann, Mem¬ 
ber, Board of Management, 
Robert Bosch GmbH, laid the 
corner stone of the new factory 
of Motor Industries Co. Ltd, 
at Nasik on January 19, 1973. 
The new factory, which will 
be devoted to the production 
of nozzles and nozzle holders 
for diesel engines, will have 
a covered area of 10,950 square 
metres after the first stage of 
construction. A novel feature 
is an underground air ventila¬ 
tion system which will not only 
ensure a dust-free and tem¬ 
perature-controlled environ¬ 
ment, essential for high preci¬ 
sion manufacture, but also 
make the work-place comfort¬ 
able for the employees, of 
whom there will be about two 
thousand in the lirst phase. 

The factory, which is expect¬ 
ed before the end ol this year, 
is an important part of the 
company’s ament expansion 
programme. As MICO’s ban¬ 
galore factory has already rea¬ 
ched an optimum size, it was 
felt that overall efficiency in 
the manufacturing activities of 
MICO would he promoted by 
building a second factory. In 
conformity with the govern¬ 
ment’s policy of dispersing in¬ 
dustries, with the accent on 
developing predominantly rural 
areas, the company selected 
Nasik, as the location had the 
advantages of adequate avail¬ 
ability of labour, power and 
water. As u lirst step, the 
company established a pilot 
plant in rented premises more 
than two years ago in the in¬ 
dustrial estate. A major objec¬ 
tive was to train personnel 
who would eventually form 
the nucleus of the new factory, 
which will produce sophisticat¬ 
ed products of very high pre¬ 
cision. Experience has shown 
that young people in a deve- 
ing region such as Nasik can 


be trained into skilled and effi¬ 
cient workmen. 

While the Nasik unit has its 
own individuality it is a part of 
the MICO organisation, which 
in turn is a part of the world¬ 
wide BOSCH group. The pro¬ 
duction programmes at Nasik 
and Bangalore will be devoted 
to complete product lines. The 
two factories will work very 
closely, as the range of 
products produced are of 
a complementary nature. A 
sizeable part of the increase 
in turnover resulting from the 
company’s expansion in Banga¬ 
lore and Nasik would be ex¬ 
ported. 

Tata Oil Mills 

The rapid rate of growth 
in sales enjoyed by Tata Oil 
Mills Company Ltd. over the 
previous four years could not 
be maintained as output had 
reached the limits of licenced 
capacity. Actually there has 
been a small tall in sales value 
during the first nine, months 
of the financial year largely 
due to the deterioration in the 
economic situation in the coun¬ 
try. itself a result of drought, 
inflation and other factors. 
Apart from sales, the com¬ 
pany’s output during the first 
nine months suffered from a 
labour dispute at the Tatapu- 
ratn factory and from the 
power shortage prevailing all 
over the country. While the 
labour dispute has been settled 
the power shortage continues 
to affect production. Profit- 
margins have been severely 
affected by the sharp increase 
in the price of raw materials, 
particularly oils, the reduction 
in the allocation of tallow to 
the company, and inflationary 
increases in other costs. I or 
instance the price of the prin¬ 
cipal oil, groundnut oil. for the 
quarter October to December 
1972 was nearly 30 per cent 
higher than the previous year’s 
level, while more significantly 
for the company which is one 
of the largest users of inedible 
oils, such as rice bran oil and 
castor oil, their prices showed 
a 45 per cent increase over the 
same period last year. The 
additional burden borne by the 
company in respect of higher 
costs of raw material alone has 


been nearly Rs 1 crore during 
the nine months under con¬ 
sideration, quite apart from 
the substantial increases in 
wages, overheads and other 
costs. 

PNB Ltd, 

The Punjab National Bank 
Limited has offered a cash 
option of R S 38 per share, 
inclusive of the dividend for 
1972, to its 7,000 odd share¬ 
holders. The company, whose 
banking business was taken 
over by the Government of 
India after nationalisation of 
banks in July, 1969, had 
received a gross compensation 
of Rs 8.70 crores in the form 
of government securities and 
Rs 1.5 crores in cash. The 
gross compensation worked 
out to Rs 51 per share of 
Rs 10. Since nationalisation, 
the company has paid divi¬ 
dends (upto 1971) to the 
extent of Ks 5.40 per share. 
Adding the proposed cash 
option of Rs 38, the total 
amount accruing to those 
shareholders who desire to 
lake their compensation works 
out to Rs 43.40 per share— 
85.10 per cent of the gross 
compensation. 

The cash option is substan¬ 
tially higher than the share 
quotations ol the company 
which have been ranging bet¬ 
ween Rs 23 and Rs 30 during 
1972. 6 

The option has to be exer- 
cited by the shareholders by 
way of sale of their shares to 
the company. It is subject to 
the approval of the general 
body of shareholders and of 
court which will have to 
authorise reduction in the 
capital of the company. 

This procedure, according to 
Mr A. K. Jain, chairman of 
the company, will have one 
advantage in respect of deduc¬ 
tion of tax at source. Mr 
A. K. Jain, explained that the 
company had been advised by 
an eminent counsel that the 
amount paid to the share¬ 
holders by the procedure be¬ 
ing followed would not be 
deemed to be dividend under 
the Income-tax Act and, 
therefore, would not be sub¬ 
ject to any deduction at 


source. To place the matter 
beyond doubt, however, a 
reference is being made to the 
Central Board of Direct Taxes 
for a confirmation of the 
counsel’s advise. 

The company’s request to 
the Reserve Bank of India for 
permission to resume banking 
business has not been acceded 
to. The holders of large 
number of shares desired that 
the company should continue 
its business of finance and 
investments and undertake 
industrial activities. Some 
shareholders, however, express¬ 
ed the view that they would 
like to be paid off as they 
would not like to continue 
as members of the company as 
it has ceased to do banking 
business. As assurance was 
given that the Board would 
come forward with suitable 
proposals lo satisfy both the 
sections of the shareholders. 
Pursuant to this assurance, 
cash option is being offered. 

The company proposes to 
undertake industrial activities 
on its own or in the joint sec¬ 
tor with Stale Industrial Deve¬ 
lopment Corporations. Nego¬ 
tiations arc already in hand 
with some state governments 
for starting the manufacture 
of fertilizers, nylon and synthe¬ 
tic yarn and steel (through 
what is commonly known as 
“mini” steel plants). For this 
purpose, the company proposes 
to amend the objects clause of 
its Memorandum of Associa¬ 
tion. 

The cash option is to be 
made through a circular giving 
all details for purchase of 
shares from shareholders on the 
Register of Members as on 
February 28, 1973. The cir¬ 
cular shall be sent by the end 
of March, 1973, enclosing the 
letter of option to be signed 
and returned by the share¬ 
holders to be received at the 
company’s registered office on 
or before April 30, 1973. The 
general meeting of the share¬ 
holders will be held on or be¬ 
fore June 29, 1973, to pass inter 
alia the necessary resolution for 
the reduction of capital, conse¬ 
quent upon the options receiv¬ 
ed by the Company. An appli¬ 
cation will be made to the 
court for approval thereof after 
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its re-opening on July 7, 1973, 
after the summer vacation. 
The Register of the Members 
of the company will be closed 
from February 22, to 28, 1973, 
both days inclusive, for the 
purpose of option. 

News and Notes 

(Expansion and Diversification ) 

Kothari Sugars and Chemi¬ 
cals Ltd is endeavouring to 
bring more area under canc 
as this alone would maxi¬ 
mise sugar production in the 
coming years. As a part of 
its expansion programme the 
company has submitted an ap¬ 
plication to the government 
for raising the capacity of the 
unit at Kattur from 1500 to 
4000 tonnes of cane per day. 
This expansion scheme is esti¬ 
mated to cost Rs 2.5 crores. 
At the same time vigorous 
steps are being taken to set up 
a new sugar factory at Siru- 
guppa in Mysore state with an 
initial crushing capacity of 
1500 tonnes of cane per day. 
The total investment will be 
around Rs 375 lakhs and the 
paid-up capital of the company 
has been doubted from Rs 80 
lakhs to Rs 160 lakhs and the 
necessary financial arrange¬ 
ments for this project have 
also been completed. Banks 
and financial institutions have 
agreed to lend Rs 205 lakhs as 
term loans towards the capital 
cost of the project while the 
company itself has raised Rs 
80 lakhs as equity share capi¬ 
tal. This apart a sum of Rs 
90 lakhs will be generated 
from other sources which 
include deposits. Machinery 
has started arriving at the 
factory side and the new fac¬ 
tory is expected to commence 
production in November 1973. 
It will crush during the first 
season 1.5 lakhs tonnes of 
cane with an anticipated re¬ 
covery of 10.5 per cent. The 
production will be stepped 
up in the next year to 3.00 
lakh tonnes with a recovery 
of 11 per cent. Production 
will be raised progressively 
to 4.5 lakh tonnes in 1975- 
76 and further to six lakh 
tonnes in 1976-77. To enable 
such stepping up of produc¬ 
tion the company has already 
submitted to the government 
for granting of a licence for 


expansion of capacity of the 
Siruguppa unit from 1500 to 
4000 tonnes of cane per 
day. 

New Venture 

UNI—Abex Alloy Products 
is setting up a project at Thana 
near Bombay, to manufacture 
special heat resistant, super 
alloy, centrifugally cast refor¬ 
mer tubes and fittings used in 
defence. chemical, petro¬ 
chemical, iron ore, ferti- 
lliscr, cement and a host 
of other industries in col¬ 
laboration with Abex Corpo¬ 
ration of the USA. The plant 
is expected to go on stream by 
December 1973. Initially the 
company will be manufactur¬ 
ing 250 tonnes of centrifugally 
cast reformer tubes for ferti¬ 
lizer industry and 250 tonnes 
of alloy and high alloy steel 
castings for other industries. 
Production will he doubled 
from the third year. The com¬ 
pany has an authorised capital 
of Rs one crores -Rs 75 lakhs 
in equity shares and Rs 25 lakh 
in prefcrece shares. Ths 
issue, subscribed and paid-up 
capital of the companv is of 
the order of Rs 36.75 lakhs— 
all in equity shares. Of this, 
equity shares of Rs 15 lakhs 
have been allotted to Abcx 
Corporation for technical 
know-how and the balance of 
Rs 21.75 lakhs has been taken 
by the promoters, Universal 
Ferro and Allied Chemical 
Ltd. To raise part of the re¬ 
sources required for the imple¬ 
mentation of the project the 
company will be entering the 
capital market sometime in 
March or April with a public 
issue of 3,82,000 equity shares 
of Rs 10 each and 25,000 (9.5 
per cent) redeemable cumula¬ 
tive preference share of Rs 
100 each. The capital outlay 
on the project is estimated at 
Rs 3 crores and it will be met 
by the share capital of Rs 1 
crore, long term loans of Rs 
1.55 crores and internal re¬ 
sources of Rs-15 lakhs. The 
company is expected to earn a 
gross profit of Rs 62.39 lakhs 
in 1974. 

New Issue 

Bhilai Wires Ltd is entering 
the capital market on Febru¬ 
ary 5 with a capifal issue of 


Rs 36.50 lakhs, all in equity 
shares of Rs 10 each. Out of 
this, equity shares wjrth of Rs 
5 lakhs have been reserved for 
subscription by promoters, 
directors their friends, associa¬ 
tes and employees. The remain¬ 
ing 315,000 equity shares of 
Rs 10 each are now offered 
for cash at par to the public 
for subscription. The subs¬ 
cription list for this fully un¬ 
derwritten issue will close on 
February 20 or earlier but not 
before February 12. The com¬ 
pany is setting a modern steel 
wire plant to manufacture 
various types of wires with an 
installed capacity of 42,000 
tonnes per annum. The factory 
is expected to commence pro¬ 
duction in June-July this year. 

Merger 

Britain’s two state-owned 
airlines will soon merge to be¬ 
come one of the largest in the 
world with a comprehensive 
network of routes and the lar¬ 
gest international passenger 
fleet of planes—220 aircraft. 
The British government an¬ 
nounced acceptance of a report 
on the merger of British Over¬ 
seas Airways Corporation 
(BOAC) and British European 
Airways (BEA). The combin¬ 
ed corporation will be known 
as British Airways. The Bri¬ 
tish Airways Board, a govern¬ 
ment body, said this would 
enable both lines to project a 
better image abroad, cut some 
of the overheads involved in 
such items as promotion, and 
dispel the confusion in some 
travellers’ minds as to which 
line does what. Internally, 
however, the Board proposes 
that the two lines keep their 
marketing individuality. There 
will be two marketing divisions 
known as the BOAC and BEA 
divisions. BOAC flics most 
overseas routes with the ex¬ 
ception of Europe. BEA flies 
European and domestic routes. 

Capital and Bonus 
Issues 

Consent has been accorded 
to 16 companies to raise capi¬ 
tal amounting to over Rs. 5.83 
crores. The following are the 
details: 

Wheels India Limited^ Mad¬ 
ras f has been accorded consent 


valid for 3 months, to capita¬ 
lise Rs 15,93,700 out of their 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
every ten equity shares held. 

Cellulose Products of India, 
Limited , Ahmedabad, has been 
given consent valid for three 
months, for issu: of bonus 
shares worth Rs 15.00 lakhs by 
capitalising a like amount out 
of the free reserves. 

O’. L. Hotels Limited, New 
Delhi, has been given ail ac¬ 
knowledgement to their state¬ 
ment of proposals, valid for a 
period of 12 months, for issue 
equity shares worth Rs 30 
lakhs and preference shares 
worth Rs 10 lakhs. The pro¬ 
ceeds are mainly to be utilised 
for selling up a 75-room 150 
bed hotel at Auruiigabad. 

Endec Woollen and Silk 
Mills Private Umite /, Agra , 
has been granted consent valid 
for 3 months, for issue of 
bonus shares worth Rs 
4,50,000. 

Kamani Tubes Private Limi¬ 
ted , Bombay , has been accept¬ 
ed consent valid for 3 months, 
to capitalise Rs 48,00.000 out 
of its general reserve and issue 
fully paid equity shares of Rs. 
50 each as bonus shares in the 
ratio of one bonus share for 
every equity share held. 

HES Limited, Bombay , has 
been accorded consent, valid 
for three months to capitalise 
Rs 3,50,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share for every 
six equity shares held. 

Kairu Can Company Limited , 
Bombay , has been accorded 
consent, valid for three months, 
to capitalise Rs 5,00,000 out of 
its general reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in the 
ratio of 1 bonus share for 
every 2 equity shares held. 

Southern Agri Furnace 
Industries l. united, Madras , 
had communicated to govern¬ 
ment their proposal to issue 
capital to the extent of Rs 
75,00,000 (including 10,57,450 
already subscribed privately) in 
7,50,000 equity shares of Rs 
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10 each for cash at par out 
of which equity shares of Rs 
45 lakhs will be offered to the 
public for subscription through 
a prospectus. 

RJl. Windsor (India) [.uni¬ 
ted,, Bombay , has been ac¬ 
corded consent, valid lor 3 
months, to capitalise Rs 21, 
25,000 out of their general 
reserve and issue lully paid 
equity shares of Rs 10 each . 
as bonus shares in the ratio of 
3 bonus shares for every 4 
equity shares held. 

Precision fas triers Limited . 
Bombay , has been granted 
consent, valid for three months 
for issue of bonus shares 
worth Rs 10 lakhs in the rat io 
of one share for two equity 
shares held by capitalisation 
out of the general reserves. 

Western India Tractors 
Limited , Poona , has been 
accorded consent valid for the 
issue of Rs 13 lakhs (Rs K 
lakhs in 8.5 per cent, deben¬ 
tures and Rs 5 lakhs in 9.5 
per cent, redeemable cumu¬ 
lative preference shares) for 
cash at par, to be subscribed 
privately by ICICI. The proce¬ 
eds will be utilised for meeting 
a part of the company s in¬ 
creased financial requirements. 
The consent order is valid lor 
12 months only. 

Ahmedubad Mfg. and 
Calico Printing Company Limi¬ 
ted , Ahmedchad, has been 
granted consent valid for 12 
months for the issue of Rs 195 
lakhs worth of debenture of Rs 
100 each, carrying 8 per cent 
interest. The debentures shall 
be payable to registered 
holders only and will be 
pledged with banks and finan¬ 
cial institutions as security tor 
borrowings already made on 
the strength of interim security 
of an insurance company. 

Kirloskcr Cummins, Poona , 
has been accorded consent 
valid for 12 months for the 
issue ol 8.5 per cent deben¬ 
tures of the value of Rs 
*0,00,000 privately to finan¬ 
cial institutions. The proce¬ 
eds of the issue will be utilised 
for meeting capital expendi¬ 
ture. 

J.K. OH Mills Company 
Limited , Kanpur, ■> has been 
accorded consent to issue 
capital of Rs 34,200 in equity 


shares of Rs 100 each to the 
member of the Ayurvedic and 
l/nani Medicine Limited in 
terms of the scheme of amalga¬ 
mation. 

Sylvania and Laxman 
Limited, New Delhi, has com¬ 
municated to government of 
its proposal to issue capital 
tinder clause 5 of the Capital 
issues (Exemption) Order, 


1969 to the value of Rs 
20,00,000 in preference shares 
of Rs 100 each to be offered 
to the public through pros¬ 
pectus for meeting the cost, 
of expansion. 

Punjab Breweries Limited, 
Chandigarh , has com¬ 
municated to government of 
their proposal to issue capital 
under clause 5 of the Capital 


Issues (Exemption) Order, 
1969 to the value of Rs 
67*43,980 divided into 4,24,398 
equity shares of Rs 10 each 
and 25,000 in 9.5 per cent 
redeemable cumulative prefer¬ 
ence shares of Rs 100 each, 
for cash at par, out of which 
equity shares of Rs 19,99,980 
and preference shares of Rs 
25,00,000 will be offered to the 
public through a prospectus. 
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Millions of tonnes of sleel 
yet to be produced..^. 


Could G.E.C 
help? With heat 
treatment 
and electric 
arc furnaces. 


More and more steel will be produced 
and cast in various shapes and sizes to 
meet a hundred different needs of the 
country. To build new bridges. To feed the 
growing demands of large and small-scale 
industries. And to make a better life 
within everyone's reach. For instance, 
stainless steel for the home. 

But how can G.E.C. help here ? 

Quite simple really. Because G.E.C. has 
not only an enviable past record of vital 
involvement in many of the nation's 
development projects, but it also has on tap 
worldwide G.E.C. know-how, the expertise, 
the latest equipment and vast resources. 

In other words. G E.C. is ready to 
serve the Indian steel industry. Today, 
and tomorrow 



THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 

TIME MMM 4MC PERMITTED USER— THE GENERAL ELECTRIC COMPANY OF INDIA UMfTED 
EASTERN ECONOMIST 215 


FEBRUARY 2, 1973 













CHAIRMAN’S STATEMENT 


INDIAN OXYGEN LIMITED 


The following is the Statement of Mr. A. K. Sen, Chairman, Indian Oxygen 
Limited, which has been circulated to the shareholders along with the 
Company’s Annual Report for the year ended 30 September 1972. 


It is a pleasure and a pri¬ 
vilege for me to write this 
statement for the iirst time 
since my assumption of office 
as Chairman of the Company 
on J December 1971. I take 
this opportunity of paying my 
tribute to Mr N. Dandekcr, 
my predecessor, who held this 
office with distinction for more 
than eight years. 

The year under review will 
be memorable in India’s his¬ 
tory for the spectacular success 
of our armed forces against 
Pakistan in December 1971 
and the consequent emergence 
of Bangladesh as an indepen¬ 
dent country. The nation owes 
a deep debt of gratitude to 
armed forces for their valour 
and sacrifices, to our people at 
all levels for their unity and 
determination in facing the 
problems posed by influx of 
millions of refugees from ac¬ 
ross the border and the subse¬ 
quent hostilities with Pakistan, 
and to our leaders—foremost 
of them the Prime Minister, 
Mrs Indira Gandhi—for the 
deft and successful handling 
of an extremely critical situa¬ 
tion. 

During the year we also 
celebrated the silver jubilee of 
the country's Independence 
and this would be an appro¬ 
priate time to review briefly 
the role of the Company in 
promoting national objectives 
during the last twenty-five 
years. 

It has been the Company’s 


tradition to further national 
interest and identify itscIT with 
the economic and social objec¬ 
tives of the country. Even be¬ 
fore self-reliance became the 
accepted slogan of the nation, 
the Company anticipated that 
import substitution was neces¬ 
sary for national development 
and pursued this goal in seve¬ 
ral spheres of its activity with 
considerable success. The 
Company has been the pioneer 
in introducing in India many 
new products and processes as 
also advanced technology in 
several fields. Needless to say, 
the Company would not have 
achieved any worthwhile im¬ 
port substitution had it not 
established its own R & D faci¬ 
lities, which have been streng¬ 
thened from time to time in 
keeping with operational needs. 
Several products developed by 
the Company are based on 
technical know-how originat¬ 
ing within the Company. We 
envisage a fruitful future for 
our R & D establishment in 
the context of the national urge 
for self-reliance. 

In regard to exports, most 
of the Company’s major pro¬ 
ducts are essentially unexpor- 
tablc. Nevertheless, it has 
made special efforts on export 
front and has been able to find 
markets abroad for a number 
of its products. 

As employers, the Company 
has constantly striven to main¬ 
tain cordial relations with its 
employees and their uniofis 
and to keep its wage levels 


and other benefits well ahead 
of the national norm. It has 
planned and made conscious 
efforts to develop its human 
resources and the large majo¬ 
rity of those holding positions 
of responsibility in the organi¬ 
sation today have risen from 
the ranks. Aware of the im¬ 
portance of productivity in en¬ 
suring the progress of the 
Company and the resultant 
well-being of its employees, 
emphasis on productivity has 
been a main theme of our 
negotiations with the emplo¬ 
yees over the years. The Com¬ 
pany was among the first few 
in India to negotiate and sign 
settlements with employees’ 
unions linking wages with 
productivity. 

Our close identification 
with national objectives 
throughout the period is re¬ 
flected in several other spheres. 
In times of natural calamities 
and national crises the Com¬ 
pany has responded promptly 
and liberally to the call for 
special efforts. On the dec¬ 
laration of national emergency 
in 1962, 1965 and 1971 we 
made substantial contributions 
to National Defence Fund and 
other defence-oriented funds. 
We have also lent support to 
worthwhile projects to honour 
the memory of several national 
leaders. Our participation in 
the activities of, and contri¬ 
butions to, well-known organi¬ 
sations and institutions—both 
Government and public—en¬ 
gaged in scientific, economic 
and industrial activities has 


been recognised to be signifi¬ 
cant in many cases. In our 
public relations activities, es¬ 
pecially in the Company pub¬ 
lications, we have sought to 
give expression to our feeling 
of identity with the country’s 
needs and ideals. Wc have 
thus dealt with occasions, 
events and information of 
great national import and 
tried to present the past and 
project the future in proper 
perspective. The recent Com¬ 
pany publication—25 years of 
Indian independence—releas¬ 
ed in August 1972 falls in this 
pattern. 

Following the split in the 
Congress Party in 1969 and 
the massive mandate received 
by the Congress Parly led by 
the Prime Minister in the elec¬ 
tions to the Lok Sab ha in 
March 1971 and to the legis¬ 
lative assemblies of sixteen 
Stales and two Union Territo¬ 
ries early this year, we have 
witnessed the emergence of a 
new economic environment in 
which business and industry 
will be required to function. 

This environment is reflect¬ 
ed in legislative enactments of 
far-reaching importance and 
policy decisions of the Central 
Government. To mention a 
few relating to business and 
industry: The Monopolies 
and Restrictive Trade Practices 
Act, 1969 which seeks inter 
alia to control the growth of 
large industrial houses and 
‘dominant* undertakings above 
a certain size: the current in- 


BASTERN ECONOMIST 


216 


FEBRUARY 2. 1973 



dustrial licensing policy which 
places special obligations on 
large industrial houses and 
foreign-control led companies; 
the formula linking expansion 
of Indian subsidiaries of 
foreign companies with in¬ 
crease in their Indian share¬ 
holding; the right given to 
public financial institutions to 
convert loans granted by them 
into equity. The Companies 
(Amendment) Bill, 1972 and 
the Foreign Exchange Regula¬ 
tion Bill, 1972—now before 
Parliament—also reflect this 
environment. 

In viewing the Company’s 
future in this changed environ¬ 
ment, its policies and practices 
during the post-Independence 
period have set the pattern 
for those in the years to come. 
In line with the tiadition 
established by the Company 
of identifying itself closely 
with national aspirations we 
should be able to respond 
positively to the new situation 
and play our due role in 
India’s efforts for self-reliance 
and economic betterment of 
its people. 

Sales 

The Company’s turnover 
for the year ended 30 Septem¬ 
ber 1972 at Rs 23.63 crorcs 
was Rs 3.11 crores higher than 
in the previous year (Rs 20.52 
crores). Exclusive of excise 
duty the increase was Rs 2.23 
crores. Sales would have 
been still better but for inade¬ 
quate availability of calcium 
carbide in earlier months of 
the year and interruption in 
production at several units due 
to power shortage; unsettled 
labour conditions also affected 
production at some units. 

Higher sales were achieved 
of nearly all products, with 
significant increases in oxygen, 
gas and arc welding equipment 
and consumables, and medical 
gases and equipment. There 
was some improvement in the 
export sales also. 

Profit, Taxation and Dividends 

The profit for the year, 
after providing depreciation of 
Rs 78,14,000 (previous year Rs 
82,13,000) amounted to Rs 

2,50,54,305 as against Rs 
2,01,58,480 last year. Bear¬ 


ing in mind that the profit of 
the previous year was bur¬ 
dened with additional bonus 
charge for an earlier year, 
the increase in profit was not 
commensurate with the sales 
advance. This was largely due 
to increased payment of sala¬ 
ries and wages and provision 
of about Rs 14 lakhs lor retire¬ 
ment gratuity. 

Tax provision for the year 
amounted to Rs 1,67,00,000 
(previous year Rs 1,29,00,000) 
leaving a net profit of Rs 

83.54.305 as against Rs 72.58,- 
480 last year. After taking 
into account an amount of Rs 
18,00,000 which has been ren¬ 
dered surplus out of tax pro¬ 
vision made in earlier years 
and bringing back a net 
amount of Rs 15,00,000 (pre¬ 
vious year Rs 3,00,000) from 
Development Rebate Reserve 
and also transferring Rs 
33,29,000 to provision for Re¬ 
tirement Gratuity for past ser¬ 
vices, the amount available 
for appropriation was Rs 

83.25.305 which has been 
transferred to General Reserve 
(previous year Rs 75,58,480). 

After careful consideration 
of the Company’s present and 
future resources position and 
all other relevant circums¬ 
tances, your directors have de¬ 
cided to recommend payment 
of dividend out of General 
Reserve at the rate of 15 per 
cent (previous year 14 per 
cent) subject to deduction of 
tax. 

Finance and Share Capital 

To take care of the re¬ 
quirement of higher working 
capital the Company has ar¬ 
ranged for increased overdraft 
facilities up to Rs 300 lakhs 
(previously Rs 170 lakhs) on 
a consortium basis from Pun¬ 
jab National Bank, The Char¬ 
tered Bank and National & 
Grindlays Bank Ltd. 

The Medium Term Loan 
from Punjab National Bank 
has been fully repaid since the 
close of the year under review 
and step§ are being taken for 
the release of the security offer¬ 
ed by the Company for this 
loan. An amount of Rs 
4,65/81 was repaid to The 
British Oxygen Company Ltd 


against the loan granted by 
them. 

At a general meeting held 
on 20 April 1972 shareholders 
adopted a special resolution 
approving the issue of 15,40,- 
000 fully paid up new ordinary 
shares of Rs 10 each as bonus 
shares in the proportion of 
one for three. The consent 
of the Controller of Capital 
Issues has recently been recei¬ 
ved to this proposed issue of 
bonus shares. An application 
is being made to the Reserve 
Bank of India for the neces¬ 
sary permission for the allot¬ 
ment of bonus shares to the 
non-resident members of the 
Company. The directors have 
decided that the said bonus 
shares will be issued and allot¬ 
ted amongst members of the 
Company who are on the Com¬ 
pany’s Register of Members 
on 12 February 1973. 

In terms of the said special 
resolution, the new ordinary 
shares shall not rank for divi¬ 
dend in respect of the financial 
year ended 30 September 1972. 

Development and Expansion 

A Regenetal Plant was 
commissioned during the year 
under review at Pimpri near 
Poona. The process of this 
plant was developed at the 
Company’s R & D establish¬ 
ment, and the project will lead 
to savings in foreign exchange. 
• 

The new factory for manu¬ 
facture of air separation units 
and associated cryogenic 
equipment has been construc¬ 
ted in Calcutta. Shareholders 
will be pleased to learn that 
our order book position for 
this new activity is very satis¬ 
factory and that we have re¬ 
cently received an industrial 
licence for manufacture at this 
factory of acetylene plants. 

In his Statement last year, 
Mr N. Dandeker referred to 
the Company’s comprehensive 
expansion plan and stated that 
it had been decided to group 
the projects covered by the 
plan into separate phases. In 
subsequent discussions with the 
Central Government officials 
the management was advised 
that instead of grouping the 
projects into phases a separate 


industrial licence application 
should be submitted lor each 
project. Accordingly indus¬ 
trial licence applications were 
submitted in respect of several 
projects for diversification and 
expansion of the Company’s 
activities. These involve subs¬ 
tantial additional investment 
in capital assets; in terms of 
the current Government policy 
applicable to Indian companies 
with majority foreign equity 
participation at the level exist¬ 
ing in this Company, we have 
undertaken to raise one-third 
of the proposed additional in¬ 
vestment in capital assets by 
issue of new equity shares to 
the Indian public only. 

We were fortunate to have 
with us recently in India Mr 
L. E. Smith and Mr R. C. 
Hesketh-Jones, Chairman and 
a Managing Director respec¬ 
tively of British Oxygen, who 
are also members of the Com¬ 
pany’s Board of Directors. We 
also had with us at the same 
time, Mr J. Williams, another 
Managing Director of British 
Oxygen, Mr J. A. Perham, 
President of Canadian Oxygen 
Limited and Mr J. A. David¬ 
son, Managing Director of the 
Commonwealth Industrial Ga¬ 
ses Limited, the Group com¬ 
pany in Australia. Their pre¬ 
sence gave us the opportunity 
of discussing important issues 
of mutual interest and we 
have had the benefit of their 
views and suggestions which 
should help us in determining 
the future course of the Com¬ 
pany’s development. 

Management and personnel 

In his Statement last year, 
Mr N. Dandeker referred to 
the impending new Company 
organisation. The new organi¬ 
sation, introduced on 1 April 
1972, consists of three Trading 
Divisions, one Trading Depart¬ 
ment and three Corporate 
Divisions. The Trading 
Divisions and the Trading De¬ 
partment arc fully responsible 
for their operations and pro- 
litablity. It is satisfying to 
note that the new organisation 
structure has settled down 
well; there are already signs 
of its favourable impact on 
the Company’s working, al¬ 
though it will take some time 
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fpr the full benefit to be deri¬ 

ved. 

Except for unsettled labour 
conditions mentioned above, 
industrial relations throughout 
the Company were on the 
whole satisfactory. Negotia¬ 
tions were successfully conclu¬ 
ded with employees' unions 
at several units on certain 
major matters and I should 
like to express my appreciation 
of the generally helpful atti¬ 
tude of our employees and 
their representatives. I take 
this opportunity of recording 
our thanks to all those mem¬ 
bers of the management staff 
and graded staff whose devo¬ 
tion to dhty is reflected in the 
Company’s results for the 
period under review. 

On his retirement from the 
office of Chairman of British 
Oxygen, Mr J. S. Hutchison 
resigned from our Board on 
29 February 1972. On account 
of his impending retirement 
from India, Mr S. R. Stephens 
resigned from our Board on 1 
August 1972; also due to his 
other preoccupations Mr P. C. 
Barr resigned from our Board 
on 30 September 1972. Mr 
Hutchison was appointed to 
the Board in February 1951 
and his resignation brought to 
an end a long period of his 
association with the Company 
during which it had benefited 
significantly from his valuable 
guidance and advice on many 
occasions. Mr Stephens was 
appointed to the Board in 
May 1969 and Mr Barr in 
November 1969; both of them 
took keen interest in the 
affairs of the Company and 
made useful contributions to 
the deliberations of the Board. 

I take this opportunity of re¬ 
cording our deep appreciation 
of the valuable services ren¬ 
dered to the Company by Mr 
Hutchison, Mr Stephens and 
Mr Barr. 

Prospects 

The demand for our pro¬ 
ducts continues to be strong 
and there are still some unuti¬ 
lised licence capacities for their 
manufacture except in the case 
of industrial gases. While the 
Company’s prospects in the 
immediate future are satisfac¬ 


tory, its long term outlook 
will depend upon the diversi¬ 
fication and development of 
its manufacturing activities. 
To this end, as already men¬ 
tioned, the Company has sub¬ 
mitted several industrial 
licence applications during the 
year under review; these are 
now under consideration of 


the Central Government. The 
projects covered by the appli¬ 
cations envisage a significant 
growth of the Company’s acti¬ 
vities. I hope that these appli¬ 
cations will evoke favourable 
response from the Central 
Government so that the Com¬ 
pany may play its due role in 
the nation’s struggle for indus¬ 


trial growth and economic self- 
reliance. 

Sd. 

A. K. SEN 
29 November 1972 Chairman 

Note: This does not pur¬ 
port to be a record of the pro¬ 
ceedings of the Annual Gene¬ 
ral Meeting. 


PHILIPS INDIA LIMITED 

Registered Office: 7, Justice Chandra Madhab Road, Calcutta-20. 

PUBLIC ISSUE OF 6,23.000 EQUITY SHARES OF 
RS. 10 EACH AT A PREMIUM OF RS. 1 5 PER SHARE. 

THE COMPANY HAS RECEIVED FROM THE PUBLIC 
76,41 5 APPLICATIONS FOR A TOTAL OF 74, 09,643 
EQUITY SHARES. 

AS FAR AS PRACTICABLE UNDER THE CIRCUM¬ 
STANCES, MULTIPLE APPLICATIONS HAVE BEEN 
WEEDED OUT AND REJECTED. 

THE DIRECTORS HAVE, IN CONSULTATION WITH 
THE CALCUTTA STOCK EXCHANGE, SETTLED THE 
FOLLOWING BASIS OF ALLOTMENT. 

APPLICATIONS FOR NO. OF SHARES 

TO BE ALLOTTED 


50 

ioo 

150 

200 

250 


26 to 1 out of 6 applicants 
25 to 1 out of 3 applicants 
25 to 1 out of 2 applicants 

25 to 2 out of 3 applicants 

26 to 4 out of 5 applicants 

300 — 

460 

25 each 

600 — 

1060 

50 each 

1 ioo — 

2000 

10O each 

2050 — 

3950 

1 60 each 

4000 — 

10000 

300 each 

10060 — 

19950 

550 each 

20000 — 

24950 

925 each 

26000 


533 each 


IT IS HOPED THAT REFUNO PAY ORDERS WILL 
BE POSTED TO UNSUCCESSFUL APPLICANTS ON 
FEBRUARY 6,1 973. 

SHARE CERTIFICATES TOGETHER WITH PARTIAL 
REFUND PAY ORDERS WILL BE POSTED TO 
ALLOTTEES ON FEBRUARY 1 6, 1 973. 


BOMBAY 

JANUARY 29. 1 973. 


J. KRUL 

DIRECTOR 

FINANCE & ADMINISTRATION 
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COMPANY MEETINGS 


ASHOK LEYLAND LTD. 

Ennore, Madras-600057 


Speech delivered by Sri S. Ranganathan, Chairman, Ashok Leyland Limited 
to the Shareholders at the Twentyfourth Annual General Meeting of the 
Company held on 29th January 1973 at Ennore, Madras. 


Gentlemen : 

I should at the outset say 
how much I appreciate the 
confidence reposed in me by 
the Directors of Ashok Leyland 
and the British Leyland Motor 
Corporation in taking me on 
to the Board of Directors of 
Ashok Leyland and choosing me 
as the Chairman of the Board. I 
know, however, that it is not 
easy to succeed Sir A. Rama- 
swami Mudaliar who has re¬ 
cently retired from the Chair¬ 
manship of the Board of 
Directors of your Company. 
This is perhaps not the occasion 
to dilate on his eventful public 
career. 1 have known Sir A. 
Ramaswami Mudaliar since 
1939 when he was part of the 
Government of India and 
later associated with various 
industrial enterprises. His 
contribution to the develop¬ 
ment of industries in this 
country in general and Ashok 
Leyland in particular is well 
known. We all take pride in 
the fact that he has been at 
the helm of our affairs over a 
period of 17 years during 
which your Company has 
grown into a unit of material 
importance in the Automobile 
industry in this country. While 
he has retired from the Chair¬ 
manship of the Board, we are 
happy that he has agreed to 
continue to give us advice and 
guidance as a Director of the 
Company. 

Coming to the business of 
the Meeting, the Audited 
Balance Sheet and the Profit 
and Loss Account have been 
with you for some time and 


with your permission I shall 
take them as read. 

General Economic Conditions 

As you are aware, the coun¬ 
try has faced many problems in 
the recent past in the wake of 
the inflow of countless refugees 
fromBangla Desh and the war 
waged by Pakistan. It is 
fortunate that the country has 
been able to overcome the 
problems created thereby— 
thanks to the great co-opera¬ 
tion of the Defence and Civil 
Services of the country and 
the magnificent leadership of 
the politicians in Govern¬ 
ment and outside, especially 
the Prime Minister—it was 
possible for a level of normalcy 
to be restored in the economic 
sphere. 

However, extreme drought 
conditions, shortage of electric 
power and the inflation in 
costs are still causing serious 
concern. Nevertheless, it is 
hoped that the attainment of 
the targets set forth in the 
Fourth Five-Year Plan will 
not prove impossible. As you 
know, Ashdk Leyland has an 
important role to play in the 
country's development and 
your Directors have, therefore, 
decided to accelerate the 
plans for the expansion pro¬ 
gramme. 

Operating Results 

As will be seen from the Ac¬ 
counts, the operating results of 
the year under review have not 
been satisfactory and well 
below the target set. As you 
all will appreciate, this has 


been due to the fact that there 
was an unfortunate closure of 
the Factory in May 1972 for a 
fortnight, preceded by conti¬ 
nuous go-slow by the workers 
for a period of nearly 5 
months. This resulted in the 
fall in profit before payment 
of tax and provision for 
development rebate by Rs 
38.69 Lakhs. Thanks to the 
sustained support, during the 
critical days, from British 
Leyland Motor Corporation 
and the Directors of Ashok 
Leyland, the Management 
personnel were able to tackle 
the situation ably, and restore 
normalcy by patient negotia¬ 
tions with the genuine leaders 
of the labour force. With 
the good record of cordial 
relationship built up since the 
re-opening of the Factory, it 
is hoped that the future will 
be marked by continued in¬ 
creases in the productivity and 
commensurate benefits to the 
emyloyees. f should not fail 
to acknowledge here the help 
given to the Company by the 
State and Central Governments 
during those critical days. 

The problems of Ashok, 
however, could not he isolated 
and confined to its own labour 
force: the closure of some of 
the major ancillary units con¬ 
sequent on the attitudes of 
their labour also affected u$ 
and it is my hope that that 
contingency will also not arise 
again. 

Profitability 

The profitability for the year 
under review has been seriously 
affected by other factors 


also, namely, further rises in 
the prices of raw materials and 
bought out items and increased 
Government levies, following 
the Pakistan war. The Man¬ 
agement, have, therefore, had 
to increase their continuous 
endevour to effect economies 
wherever possible. It is in the 
light of this combination of 
factors that one has to judge 
why your Directors have been 
compelled to recommend a 
lower rate of dividend at 7i 
per cent and only a very 
meagre amount of Rs 22,184 
has been transferred to the 
General Reserve as against 
Rs 2.44 Lakhs last year. 

Finance Management 

Despite the increase in the 
inventory level with the clos¬ 
ure of the Factory for some 
time, a satisfactory cash posi¬ 
tion was achieved by better 
credit Management. Debtor's 
level as at the end of the year 
is lower by nearly Rs 478.75 
Lakhs as compared to the 
previous year. 

Expansion Programme 

As earlier mentioned, des¬ 
pite the set backs in the year 
under review, your Directors 
have decided to forge ahead 
with the expansion programme. 
To this end, continuous ne¬ 
gotiations are being maintained 
with the Government by 
Ashok as well as British Ley- 
land Motor Corporation and 
you will be happy to know 
that in this connetion Lord 
Stokes, Chairman of the 
British Leyland Motor Cor- 
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poration was in India during 
the month of November 1972 
with a team of Officials from 
Leyland and met the senior 
officials in Delhi to give a 
push to the finalisation of the 
programme. 

Exports 

Our level of exports during 
1971/72 fell below the achieve¬ 
ments of the previous year 
largely as a result of the gene¬ 
ral dislocation during a major 
part of the year. We are, 
however, taking steps to in¬ 
crease and diversify our export 
markets. 

Management 

You will be glad to know 
that Sri A. M. M. Arunacha- 
lam has been appointed the 
Deputy Chairman of the 
Board. Sri A. M. M. Aruna- 
chalam, as you know, is a 
prominent industrialist in his 
own right and has been on your 
Board for a number of years. 

I am personally happy that he 
has been made the Deputy 
Chairman as I can always look 
to him for his practical help 
arising out of his experience 
in running various industries. 
Sri A. M. M. Arunachulam 
has been appointed as Deputy 
Chairman in the place of Mr 
J. H. Plane, who has retired 
from British Leyland Motor 
Corporation and consequently 
from your Board. 1 wish to 
place on record our deep ap¬ 
preciation of Mr Plane’s 
interest in Ashok Leyland 
when he was on the Board and 
wish him well in the future. 
You will be happy to know 
that Mr W. H. Boardman, 
Director, Corporate Structure 
Review of British Leyland 
Motor Corporation has been 
appointed as a Director on the 
Board of Ashok Leyland. Mr 
Boardman is an expert in 
financial matters with great 
experience in industries and I 


am sure we will greatly benefit 
by his presence on the Board. 

You will also be happy to 
know that there has been a 
certain rationalisation of 
Management within the Com¬ 
pany itself and steps have 
been initiated to streamline the 
Management at all levels by the 
formation of functional divi¬ 
sions in the organisation with 
the levels of authority, res¬ 
ponsibility and accountability 
clearly delineated. 

Following the sanction ac¬ 
corded by you at the last Extra 
Ordinary General Meeting on 
23rd October, your Directors 
have initially appointed 3 Exe¬ 
cutive Directors from the 
senior personnel of the Com¬ 
pany. 

Ennorc Foundries 

Disturbed conditions at Ashok 
Leyland and in the plants of 
other major customers adver¬ 
sely a fleeted the results of our 
sister concern Ennorc Found¬ 
ries during the year under 
review. 

Future Prospects 

With the implementation of 
the Expansion Programme to 
which a reference has been 
made earlier and the continued 
support of the Government 
and British Leyland Motor Cor¬ 
poration and sustained loyalty 
of the employees, the prospects 
of your Company are quite 
bright in the context of the 
developing economy in which 
we are functioning. 

Acknowledgement 

Your Directors take the 
opportunity to place on record 
their tribute to the manner in 
which the Managing Director 
and the team of Management 
Personnel conducted the affairs 
of the Company during the 
very difficult year under re¬ 
view. 

Wc are grateful to our colla¬ 


borators, British Leyland 
Motor Corporation for their 
continued guidance and active 
assistance in the development 
of the Company and the keen 
interest shown by them to 
expand the activities of the 
Company for the future. 

I would also like to take the 
opportunity to convey our 
thanks to the Central and State 
Governments for their sup¬ 
port and encouragement and 
to the financial institutions, 
our Bankers and nationwide 
dealers for their day-to-day 
support in the advancement of 
our business. 

I would like to express our 
appreciation to the loyal staff 


and workers for their co-ope¬ 
ration and devotion to duty 
and we are confident that this 
will go a long way in the deve¬ 
lopment of your Company on 
a much larger scale. 

Finally on behalf of the 
Board of Directors and myself 
I would like to convey to you 
our sincere thanks for the 
continued support and confi¬ 
dence you have placed in us, 
which has been mainly res¬ 
ponsible for our being able to 
forge ahead with the develop¬ 
ment of the Company. 

Not l : This does not purport 
to he a record of the 
proceedings of the An¬ 
nual General Meeting . 


OPPORTUNITY^! 

for jf | 

MANUFACTURERS 


If you are engaged In the manufacture of automobile 
ancillaries, electrical or electronic Items, general 
engineering storea or have machinery capable of 
producing armament components, visit the nearest 
Ordnance Sample Room. 


Ordnance Sample 
Room C/o Ordnance 
Depot, Bombay 
Tele : 373371/43 




Ordnance Sample 
Room, Super Bazar, 
East Patel Nagar, 
New Delhi-8 
Tele : 561999 


Ordnance Sample 
Room, Ordnance 
Depot, Alipore, 
Calcutta 
Tele : 457059 




Ordnance Sample 
Room, Industrial 
Estate, Ambettur, 
Madras 
Tela : 60477 




YOU WILL HAVE AN IDEA AS TO HOW YOU 
CAN UTILISE YOUR SPARE CAPACITY AND 
AT THE SAME TIME HELP ACHIEVE SELF- 
SUFFICIENCY IN DEFENCE PREPAREDNESS. 


davp 72/558 
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SUDARSAN TRADING COMPANY LIMITED 


Registered Office: CALICUT-2. 


ANNUAL GENERAL MEETING 


Speech delivered by Maj Gen. D. C. Misra, M. C (Retd.), Chairman, 
at the Annual General Meeting of the Company held at the Conference 
Hall, at 'Sudarsan Building 9 , Chakkorathukulam, Calicut-11, on Wed¬ 
nesday, the Twenty-Fourth day of January, 1973 at 3 O’Clock in the 
afternoon. 


Dear Members, 

I am very glad to welcome 
you all to this Annual General 
Meeting. On this occasion, let 
us pay our respects to Shri 
S. Chinnakaruppa Thevar our 
late Director. Let us associate 
ourselves with the sentiments 
expressed by the Directors in 
their Report. 

The Balance Sheet and Profit 
& Loss Account together with 
the Directors’ Report in your 
hands for some time now, be 
taken as read and approved. 

Last year we met in the wake 
of the Indo-Pak conflict. Aftct 
that we have celebrated our 
silver jubilee of Independence. 
The Simla accord, drought, 
floods, power shortage, rising 
prices, mounting unemploy¬ 
ment, civil commotions con¬ 
sequent to parochial tendenci¬ 
es, a variety of strikes mainly 
affecting Government and 
public services were the predo¬ 
minant features of the year. 
The socio-economic pattern of 
the country is in a process of 
change and let us hope and 
pray that things will settle 
down to a degree of normalcy 


and take a belter shape. The 
economic situation is still caus¬ 
ing concern. In spite of the 
several five year plans we have 
passed through, the per capita 
income last year is estimated 
at Rs 664/- (compared with 
Rs 30,222/- in the US; Rs 
15,695/- in Russia and Rs 1,095 
in China). Growth rate of po¬ 
pulation is still to be effectively 
regulated. Employment oppor¬ 
tunities have to be increased. 
Industries, Trade and Com¬ 
merce have to be properly 
developed with these in mind. 
Healthy, realistic and cons¬ 
tructive planning alone would 
find the right solution within 
a reasonable margin of time. 
Let us leave these to our eru¬ 
dite planners and economists. 

Now let me report to you 
about the affairs of your Com¬ 
pany. 

The overall net profits of the 
Company during the year is 
Rs 17,36,402/- against the pre¬ 
vious year’s* Rs 11,54,618/-. 
You will observe that to dec¬ 
lare a dividend of 10 per cent 
amounting to Rs 2,22,220/- 
and to credit the general Re¬ 
serves with Rs 2,25,000/- we 


have had to provide for a taxa¬ 
tion of Rs 12,77,224/-which is 
mainly due to the increase in 
our profits and the rates of 
sur-tax. The gross fixed assets 
of the Company as on 31st 
July, 1972 are valued at Rs 
1,64,33,059/- which stands 
depreciated by Rs 34,13,867/- 
Thc net value of the fixed 
assets as on 31st July, 1972 is 
Rs 1,30,19,192/-. 

The Company has also paid 
to its employees on the rolls 
on 28th October, 1972 an in¬ 
centive bonus of 5.67 per cent 
in addition to the statutory 
bonus of 8.33 per cent. The 
total bonus paid was Rs 
8,10,047/-. 

Sudarsan Chit Funds: 

The Banking Commission in 
its Report has aptly observed 
that the non-Banking finan¬ 
cial institutions, including Chit 
Funds have been operating in 
the individual business sectors 
and that funds advanced by 
Chit Funds are usually used 
for purchase and repair of 
houses, acquiring durable con¬ 
sumer goods or just for plain 
consumption, while advances 


are granted by Banks only for 
specified industrial or com¬ 
mercial purposes. The Com¬ 
mission has made it abundantly 
clear that in this sense, Chit 
Funds do fill up an important 
gap in meeting the credit needs 
of society. In mobilisation of 
resources also Chit Funds do 
play a vital role. It is gratify¬ 
ing to note that the Commis¬ 
sion has recorded that “there 
are some well organised Chit 
Funds with a large number of 
Branches which have been con¬ 
ducting their business appa¬ 
rently to the satisfaction of 
their members.” 

Your Company has been 
advocating as early as in 
April, 1968. onwards, regu¬ 
lation of Chit Funds by 
means of all India legisla¬ 
tion. State enactments are 
successfully operating at the 
moment in Union Territory 
of Delhi, Andhra, Tamil Nadu 
and Parts of Kerala. It is 
earnestly hoped that a really 
constructive legislative measu¬ 
res on an all India basis would 
soon be enacted to protect 
and regulate the Chit Fund9 
which is an indigenous system 
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and which has a really effective 
and useful role in Society. 

The Chit business of the 
Company during the year 
ended was in the region of 
Rs 48 crores indicating an 
increase of about 20 per cent 
over the previous year. During 
the year, the accent has been 
apparently on consolidating the 
position rather than on expan¬ 
sion. 

Feroke Tile Works 

The Slone-ware Pipe and 
the Terra-cota manufacturing 
units at Feroke continue under 
lease to Coastal Ceramics & 
Clay Works Private Ltd. and 
Eastern Clay Work Pvt. Ltd. 
respectively. The Stone-ware 
Pipe Unit at Rajalmundry 
acquired by the Company is 
now ready for full scale pro¬ 
duction. Unfortunately the 
prevailing power crisis has 
intervened and we are still 
awaiting high tension power 
connection. With this pro¬ 
blem solved the Feroke Tile 
Works will surely be on a 
sound basis and would be 
returning better results. 

Standard Furniture 

Timber continues to be the 
stumbling block in the path 
of progress of this unit. The 
main source of soft wood 
required for Plywood manu¬ 
facture is the forests in and 
adjoining Kerala. With the 
nationalisation of forests in 
Kerala supplies from private 
sources have practically cea¬ 
sed. The Government of 
Kerala to whom we have re¬ 
peatedly represented has un¬ 
fortunately failed to under¬ 
stand the seriousness of the 
situation. Unless immediate 
steps are taken by the Govern¬ 
ment to relieve the situation 
by sanctioning adequate quan¬ 
tity of timber from the forests 
of the State which now stand 
nationalised, the possibilities 
of restricting the operations 


of the two units at Kallai and 
Chalakudi are looming large. 
It is hoped that the Govern¬ 
ment would consider our re¬ 
presentations sympathetically 
and do the needful in this 
matter without delay, to avert 
the possibilities of curtailing 
production. Profits have in¬ 
creased mainly due to the 
various measures of economy 
which have been enforced 
during the year. 

General 

You will recall your com¬ 
pany had decided to enter 
the Hotcliering Industry. A 
comprehensive report on the I 
affairs and activities of the I 
subsidiary Company formed I 
for this purpose is already in I 
your hands. | 

The industrial relations of 1 
the Company during the year I 
have been very cordial and I 
1 am sure that the same tenor I 
will prevail during the year I 
also. I 

In conclusion I may state I 
that the steady progress made I 
by your Company was possible I 
only due to the whole-hearted I 
support received from all those I 
who were associated with our I 
Company, our esteemed con- I 
stituents, customers and sub- I 
scribers. I am sure that the I 
members would like to join I 
me and my colleagues on the I 
Board in expressing our sincere I 
thanks to them. To the em- I 
p!o>ees, Agents, Staff and I 
Officers of the Company who I 
by their unstinted efforts made I 
this year’s performance possi- I 
blc, my hearty congratulations. I 
Thanks. I 

Maj-Gen. D. C. Misra I 
M.C. Retd. I 
Chairman I 
Calicut, 1 

24th January 1973. | I 

(This does not purport to I 
be the proceedings of the 
Meeting.) 
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[ directorate general of supplies a disposals 

DISPOSALS WING: COMMODITY SECTION 

TENDER PROGRAMME 

[ TOR THE MONTH OF FEBRUARY—1973 

Jj 0 Tender No Location Stores IfcUeof oiffi 


CPM/ 
543987/16 
Dt. 4-1-73 
DGS & D/ 
Misc/ 
520579/91 
dt. 30-1-72 


CPM/ Harbour 

543988/18 Project, 
dt. 4-1-73 Tuticorin-4, 

DGS & D/ Town Ship 


Location 

Stores 

Date of 
Opening 

Offers to 
remain 
open 
upto 

Cordite Fy. 
Aruvankadu 

10 Ton 
, Nitric 

Acid 

Plant. 

15-2-73 

16-4-73 

Central 
Drilling 
Stores, 5/1, 
K.C. Rd., 
Calcutta-2. 

Diamond 
Bits & 
Reamer 
Sheets. 

16-2-73 

16-4-73 

Tuticorin 

Harbour 

Project, 

Gantry 

Cranes. 

21-2-73 

21-4-73 


CPM/ Stores— Trench 
543980/18 Bokaro Steel Bucket 

City - Excavator 

DGS & D/ CVD Lorries:— 23-2-73 

VH/507524- Panagarh. TMB/S/Man, 

FOr<1 » ChCV » 

dt. 0-1-73 Tirsand 

rAi-c „ ru Tractors etc. 

^o. 2 Wing Liberator, 28-2-73 
MMH/ A.F. Poona Aircraft, 

537053/69 Aero EnW 


Russian 

Trench 


22-2-73 23-4-73 


534/21, 18 
dt. 19-1-73 


23-2-73 23-4-73 


28-4-73 


537053/69 Aero Engine. 

?in d pM Sh t° U K reach . this , officc *o ‘he above named by 
2.30 P.M. to be opened at 3.00 P.M. in public on the tel 
pective dates mentioned above. s 

Each tender must be accompanied by two Deposit-at-Call 
Receipts one representing 5% of the tendered value as 
Earnest Money and other representing 5' 1 / of the Tendered 

Rs*7 lakhs CCU TenH^f° Sit ,ubj ’ ect . to ,T,aximum amount of 
ks. i lakhs. lender forms containing particulars of stores 

conditions ol sales and permit to view the stores at site etc 

can be had « Rs. 5/- per set payable in cash or by Money 

Order from the Cashier, DGS&D, New Delhi, Director of 

Kanpur* ^ D ' sposals ’ Calcutta . (.Bombay, Madras and 

transferable. "* non - refundable a " d tender sets are non- 

nFreps^U’M 11 ^' the basis of ‘AS IS WHERE IS’. 
OFFERS will be considered STRICTLY dm 
THE BASIS OF TENDER TERMS IF THERF /c 
ANY DEVIATION OFFERS SHALL BEIGNORED 
DGS&D RESERVE THE RIGHT TO REJECT aii” 
thereof FFERS Wt ™°VT ASSIGNIN“tSwora 


Parliament Street. New Delhi 


davp 72/611 
FEBRUARY, 2, 1573 



RECORDS 


STATISTICS 


Approach to the 
fifth Plan— 
1974-79 

At a two-day meeting of 
the National Development 
Council held in the capital on 
January 19 and 20, “Approach 
to Fifth Plan—1974-79" was 
presented to the members. The 
first instalment of the docu¬ 
ment was published in our 
issue dated January 26, the 
f last and final instalment will 
be published in our issue dated 
February 9. 

VII 

FINANCIAL RESOURCES 

In a detailed exercise on 
financial resources for the 
Fifth Plan (hereafter Resour¬ 
ces exercise), the availability 
of development funds for the 
Plan has been estimated at 
Rs 51,166 crores. This amount 
includes an estimated Rs 6,000 
crores for financing current 
development outlays in the 
public sector. The balance of 
Rs 45,166 crores has been 
estimated as available for fin¬ 
ancing investment. 

(Assumptions and Conclusions) 

Assumptions 

2. The estimates in the 
Resources exercise have been 
worked out at 1971-72 prices 
on the following assumptions: 

(1) The economy will 
achieve a 5.5 per cent 
annual rate of growth 
in real terms during 
the Fifth Plan period 
with the mining and 


manufacturing sector 
growing at 8 to 9 per 
cent. For the last two 
years of the Fourth Plan 
an average annual rate 
of growth of 5 per cent 
has been assumed. 

(2) Deficit financing would 
be kept down to the 
level at which the con¬ 
sequential increase in 
money supply with the 
public will not exceed 
the requirements of the 
economy arising from 
growth in real terms, 
so as to avoid an infla¬ 
tionary bias in Plan 
financing. 

(3) Net concessional aid 
will be eliminated by 
1978-79 in line with the 
objective laid down in 
the document “Towards 
an Approach to the 
Fifth Plan.” This means 
that gross foreign aid 
will be reduced to the 
level of debt service 
charges comprising both 
interest and amortisa¬ 
tion payments on fore¬ 
ign debts. 

(4) An adequate elTort for 
additional resource 
mobilisation will be 
made as visualised in 
“Towards an Approach 
to the Fifth Plan.” 

(5) The Plan outlay would 
include, consistently, 
gross capital formation 
in the entire economy 
as well as current deve¬ 
lopment outlays in the 
public, sector as tradi¬ 
tionally understood in 
our Planning. 

Methodology 

5. The Resources exercise 
has been done in a flow-of- 
funds frame. The economy 
has been divided into four 


sectors: (l)thc public sector, 
(2) the private sector, (3) the 
financial institutions, and (4) 
the rest of the world. The 
Public Sector comprises Centre 
and State Governments and 
Central and State non-finan- 
cial departmental and auto¬ 
nomous enterprises. The 
private sector is made up of : 
(1) the private corporate 
non-financial sector, (2) the 
cooperative non-credit sector, 
and (3) the household 
sector (including unincorporat¬ 
ed enterprises). The financial 
institutions include: (1) the 
Reserve Bank, (2) the commer¬ 
cial banks, (3) the Life Insu¬ 
rance Corporation, (4) the 
term-financing institutions, (5) 
the cooperative credit institu¬ 
tions, (6) the private corpo¬ 
rate financial institutions, (7) 
the small savings schemes, (8) 
the State Provident Funds, and 
(9) the Employees’ and other 
provident funds. These insti¬ 
tutions are distinguished from 
the other two sectors of the 
economy by the fact that their 
rule essentially is to mobilise 
and redirect the savings rather 
than to undertake investment 
on their own. For this rea¬ 
son, the financial institutions, 
both publicly and privately 
owned, have been taken as one 
sector. Finally, as a conse¬ 
quence of foreign indebted¬ 
ness, the Fifth Plan will carry 
a heavy burden of debt service 
payments. This, together with 
net outgo under other items, 
will imply a continuing bal¬ 
ance of payments deficit. For 
this reason the capital transac¬ 
tions with the rest of the 
world have a vital bearing on 
the success of the Plan. In 
order to take these into ac¬ 
count, the rest of the world 
has been treated as a separate 
sector. 

4. The current develop¬ 
ment outlay on Plan account 
has to be provided out of the 
revenue receipts of the Centre 
and States. On the other hand, 
investment can be financed 
only from savings, domestic 
and foreign. Accordingly, on 
the basis of detailed exercises, 
the likely savings of public 
sector, the private sector and 
the financial institutions in the 
Fifth Plan period were estimat¬ 
ed. The likely draft on foreign 


savings was derived from the 
balance of payments projec¬ 
tions. 

Main Conclusions 

5. The total financial re¬ 
sources of Rs 51,166 crores 
for the Fifth Plan have been 
estimated to arise as shown 
below: 


Table I 

Estimated Financial Resources 
for the Fifth Plan, by Generat¬ 
ing Sectors 

(Rs crores at 1971-72 prices) 


1 budgetary provision 

for current develop¬ 
ment outlays 6,000 

2 domestic savings 43,963 

3 public sector 14,965 

4 Central and State 

budgets 9,347 

5 Central and State 

non-financial enter¬ 
prises 5,618 

6 financial institutions 688 

7 Reserve Bank of India 465 

8 others 223 

9 private sector 28.310 

10 private corporate 
non-financial sector 4,011 

11 cooperative non-cre¬ 
dit intilutions 229 

12 household sector 24,070 

13 draft on foreign 

saving 1,203 

14 fresh net inflow of 
funds to finance the 
balance of payments 
deficit on current 


account 

1,003 

15 accrual back from 


interest payments in 


rupees on PL 480 


debts and deposits 

200 

16 total (1 + 2 + 13) 

51,116 


6. The savings do not 
need to be invested in the 
sector where generated. The 
financial institutions provide 
the mechanism by which sav¬ 
ings generated in one sector 
could be made available for 
investment in other sectors. It 
was, therefore, necessary to 
project a scheme for the utili¬ 
sation of the estimated savings. 
This was done after taking into 
account the statutory provi¬ 
sions governing the deploy¬ 
ment of resources of the finan- 
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cial institutions, the current 
practices in this regard, the 
likely investment needs of 
different sectors and other re¬ 
levant factors. It was recog¬ 
nised that if the requirements 
of the Plan demand a different 
relative distribution of funds 
between the public and the 
private sectors, it might be 
brought about by appropriate 
changes in the statutory pro¬ 
visions and the accepted prac¬ 
tices governing the deploy¬ 
ment of institutional funds. 
The fact that a high propor¬ 
tion of the national savings is 
routed through the financial 
institutions and that most of 
these institutions are under 
public ownership and control 
offers’ the Plan flxibility in 
development of investible 
resources. 

7. The inter-sectoral dep¬ 
loyment of resources suggested 
in the Resources exercise is as 
under : 

Table II 

Inter-Sectoral Distribution of 
Financial Resources for the 
Fifth Plan 

(Rs crores at 1971-72 prices) 


1 public sector 34,820* 

2 current development 

outlay 6,000 

3 investment 28,820* 

4 financial institution—- 

investment 85 

5 private sector-in- 

vestment 16,2611- 

total (14-4+5) 51,166 


includes capital transfers 
to private sector on Plan 
account. 

tExcludes investment that 
may be financed by capital 
transfers from the public sec¬ 
tor on Plan account. 

8. On the basis of data 
provided in the Resources 
exercise the distribution of Rs 
16,261 crore of resources for 
the private sector works out as 
follows : corporate sector; Rs 
5,602 crores; cooperative sec¬ 
tor, Rs 809 crores; and house¬ 
hold sector, Rs 9,850 crores. 
Further studies show that the 
private corporate sector is 
unlikely to have appropriate 
investment programmes that 
could usefully absorb the re¬ 


sources envisaged for this sec¬ 
tor. At the same time the 
provision for the mining and 
manufacturing sector that can 
be accommodated within the 
total resources availability of 
Rs 34,820 crores for the public 
sector has been considered in¬ 
adequate in relation to the 
envisaged programmes. Accor¬ 
dingly, it has been decided to 
transfer Rs 700 crores from 
the private corporate to the 
public sector. 

9. Of the amount, of Rs 
85 crores provided for the fin¬ 
ancial institutions direct in¬ 
vestment, mainly in buildings, 
Rs 75 crores may be estimated 
as the share of public sector 
financial institutions, and Rs 
10 crores, of private financial 
institutions. On the basis of 
this distribution, and after 
allowing for transfer of Rs 700 
crores from the private cor¬ 
porate sector to the public 
sector, the total resources add 
up to Rs 35,595 crores for the 
public sector and Rs 15,571 
crores for the private sector. 

10. In the resources exer¬ 
cise the public sector current 
development outlay on Plan 
account has been estimated at 
at Rs 6,000 crores. The inter¬ 
sectoral distribution of total 
Plan provision for the public 
sector that has been worked 
out now places this figure at 
Rs 5,850 crores. As a result 
the amount available for in¬ 
vestment will be higher by Rs 
150 crores. 

11. Currently, the rate of 
domestic saving in Tndia is 
rather low. On the basis of 
estimates worked out in the 
Resources exercise, the rate of 
gross domestic saving to gross 
national product may be anti¬ 
cipated to rise from about 12.9 
percent in 1973-74 to 16.6 
per cent in 1978-79. The over¬ 
all marginal rate of saving for 
the Fifth Plan period works 
out to about 27.9 per cent. 
The marginal rate of saving 
implied is 35.5 per cent for 
Central and State budgets and 
18.3 per cent for households. 
In terms of average rate of 
saving, the rise would be, for 
Centre and State budgets from 
14 to 21.6 per cent and, 4or 
households, from 9.3 to 11.2 
per cent. The savings efforts 


involved is very substantial, 
though not beyond the coun¬ 
try’s capabilities. The order 
of public saving envisaged 
calls for not only a high degree 
of fiscal discipline but also 
considerable efforts at resource 
mobilisation early in the Plan. 
Measures to broaden the tax 
base and to plug loopholes 
will have to be speedily imple¬ 
mented. In the past, major 
efforts at resource mobilisation 
were often largely neutralised 
by unanticipated incresed 
non-developmental outlays. 
This must be avoided in the 
Fifth Plan. There is need for 
rigorous restraints on inessen¬ 
tial private and public con¬ 
sumption. Any complacency 
can lead to a serious infla¬ 
tionary situation. 

12. It may be emphasised 
that the resource estimates 
given above are predicated on 
the economy achieving a 5.5 
per cent annual rate of growth 
in real terms, with the mining 
and manufacturing sector 
growing at 8 to 9 per cent. 

Table III 

Estimate of Budgetary Saving 
in the Fifth Plan period 

(Rs crores at 1971-72 prices) 


1 Balance from cur¬ 

rent revenues at 
1972-73 rate 7,522 

2 Centre 6,580 

3 States 942 

4 appropriation from 

State revenues to 
Funds 1,210 

5 sinking fund 1,025 

6 other funds 185 

7 additional resource 

mobilisation* 6,615 

8 total (1 to 3) 15,347 

9 less : current deve¬ 

lopment out¬ 
lay on Plan 
account 6,000 

10 equals : budgetary 

saving 9,347 


•About Rs 400 crores of 
of additional resource mobili¬ 
sation would be under Centre 
and State enterprises. To that 
extent, the estimates of bud¬ 
getary, saving would go down 
and that of enterprises’ saving 
go up. The total for the pub¬ 
lic sector will remain unchang¬ 
ed. 


The Plan outlay of Rs 51,166 
crores is of an order as should 
given reasonable efficiency in 
the creation and utilisation 
of capacity, yield the assumed 
rates of growth. If this crucial 
assumption does not materia¬ 
lise, the very basis of the re¬ 
sources exercise would be 
impaired. 

(2) Detailed Estimates of 
Resources 

Budgetary Saving 

13. Of the total domestic 
saving of Rs 40,963 crores 
estimated in the Resources 
exercise, Rs 9.347 crores are 
accounted for by budgetary 
saving by the Centre and 
States. This estimate has 
been arrived at as under ; 

Balance from Current Revenues 
(a) Centre 

14. The estimate of Rs 
6,580 crores of Centre’s bal¬ 
ance from current revenues at 
1972-73 taxes and rates has 
been worked out as follows : 

Table IV 

Estimate of Centre’s Balance 
from Current Revenues in the 
Fifth Plan period at 1972-73 
Taxes and Rates 

(Rs crores at 1971-72 prices) 


1 revenue receipts 29,014 

2 tax revenue (not for 

Siites’ share) 22,645 

3 non-tax revenue 6,369 

4 revenue expenditure 

(non-Plan) 22,434 

5 expenditure exclud¬ 

ing defence and bor¬ 
der roads 13,174 

6 defence and border 

roads 9,260 

7 balance from current 

revenues (1-4) 6,580 


15. The breakdown of 
estimated tax and non-tax 
revenue receipts of the Centre 
is given below: 

Table V 

Estimates of Revenue Receipts 
of the Centre in the Fifth Plan 
Period at 1972-73 Rates 

(Rs Crores at 1971 -72 prices) 

1 tax revenues 27,172 

2 income tax 3,914 
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3 corporation tax 3,385 

4 union excise duties 16,836 

5 customs 4,245 

6 import duties 3,815 

7 export duties 430 

8 estate duty 42 

9 wealth tax 230 

10 gift tax 17 

11 sales tax 233 

12 foreign travel tax 47 

13 other taxes and duties 223 

14 States 9 share 6,527 

15 income tax 2,497 

16 union excise duties 3,988 

17 estate duty 42 

18 tax revenue net of 

States 1 11 share (1-14) 22,645 

19 non-tax revenue 6,349 

20 interest 4,237 

21 currency and mint 1,000 

22 broadcasting 171 

23 other administra¬ 
tive receipts 443 

24 contribution from 

departmental enter¬ 
prises 163 

25 railways 135 

26P&T 28 

27 dividends 155 

28 miscellaneous (other 

than foreign grants) 200 

29 rotal revenue (re¬ 
ceipts) 29,014 


16. The estimates of Cen¬ 
tre’s non-Plan expenditure on 
Revenue account are as fol¬ 
lows: 

Table VI 


17 defence and border 

roads 9,260 

18 committed expen¬ 

diture on schemes 
completed during 
Fourth Plan 610 

19 miscellaneous ex¬ 
penditure 863 

20 aid to foreign coun¬ 
tries 160 

21 contribution to U.N. 

Development Pro¬ 
grammes 15 


22 relief and rehabilitation 

of displaced persons 25 

23 transfer of risk insur¬ 

ance premia to funds 10 

24 Pensions 95 

25 miscellaneous compen¬ 

sations and assign¬ 
ments 90 

26 others 468 

27 grants to States 1,260 

28 grants to Union 

Territories 70 

29 total non-Plan expendi¬ 

ture 22,434 

17. The excess of estimated 
revenue receipts over non-Plan 
revenue expenditure gives 
Rs. 6,580 crores as Centre’s 
balance from current revennes 
at 1972-73 rates. 

(/;) States 

18. The estimate of Rs.942 
crores of balance from current 
revenues at 1972-73 taxes and 
rates has been arrived at as 
under: 


12 sinking funds 1,025 

13 other funds 320 

14 balance from cur¬ 
rent revenues (1-7) 42 


19. Detailed estimates of 
States’ revenue receipts in the 
Fifth Plan period are given 
below: 

Tabu VII1 

Estimates of Revenue Receipts 
of the States in the Firth Plan 
Period at 1972-73 Taxes and 
Rates 

(Rs crores at 1971-72 prices) 


1 share of central taxes 6,527 

2 income tax 2,497 

3 Union excise duties 3,988 

4 estate duty 42 

5 State taxes (at 
1968-69 rates) 11,689 

6 land revenue 608 

7 royalty on crude oil 41 

8 agricultural income 

tax 60 

9 State excise 1,325 

10 stamps 706 

11 registration 156 

12 tax on motor 

vehicles 832 

13 tax on passengers 

and goods 542 

14 sales taxes 6,042 

15 electricity duty 605 

16 entertainment tax 484 

17 tax on urban property 28 

18 sugar cane ces$ 83 

19 other taxes and duties 160 

20 Manipur and Tripura 

tax receipts 17 

21 non-tax revenue 3,805 

22 forest 869 

23 interest 1,810 

24 administrative services 173 

25 social and develop¬ 
ment services 950 

26 public works 143 

27 dividends 49 

28 industrial schemes 14 

29 irrigation (non-com- 

mcrcial) 49 

30 irrigation (commer¬ 
cial) (—)465 

31 electrictry schemes (—)2l 

32 road and water 
transport schemes 65 

33 multipurpose river 

valley projects (—)177 

34 ports and pilotage 15 

35 CD. & N.E.S. 10 

36 extraordinary receipts 12 

37 miscellaneous 309 

38 transfers from funds 20 

39 grants from Centre 1,260 

40 yield from addi¬ 
tional tax measures 


taken from 1969-70 
to 1972-73 1,584 

41 total rexenue re¬ 
ceipts at 1972-73 
rates 24,885 

20. The estimates of States’ 
non-Plan expenditure on reve¬ 
nue account are as follows: 

Table IX 

Estimates of Non-Plan Reve¬ 
nue Expenditure of the States 
in the Fifth Plan Period 

(Rs crores 1971-72 prices) 


1 non-dcvelopmental 

expenditure 9,576 

2 debt services 3,989 

3 interest payments 2,964 

4 to Centre . 2,002 

5 to others 962 

6 appropriation for 

reduction or avoid¬ 
ance of debt 1,025 

7 oilier non-develop- 

inentul 5,587 

8 tax collection char¬ 
ges 724 

9 Parliament and State 

Legislatures 66 

10 general administra¬ 
tion 786 

11 administration of 

justice 221 

12 jail and convict set¬ 
tlements 143 

13 police 1,638 

14 famine relief 150 

15 refugee relief 15 

16 pensions and super¬ 

annuation allowan¬ 
ces 361 

17 miscellaneous dep¬ 
artments 243 

18 transfer to pan- 
chayats and other 

local bodies 346 

19 share of taxes 166 

20 grants 180 

21 miscellaneous (Bud¬ 
get heads 71 and 76) 627 

22 stationery and print¬ 
ing 171 

23 civil defence etc. ex¬ 
penditure 21 

24 Manipur and Tri¬ 

pura non-dcvelop- 
mental expenditure 75 

25 developmental ex¬ 
penditure 10,715 

26 forests 334 

27 irrigation 215 

28 public works I,J3l 

29 ports and pilotage 27 

30 agriculture (includ¬ 
ing fisheries) 559 


Estimates of Non-Plan Revenue 
Expenditure of the Centre in 
the Fifth Plan Period 

(Rs crores at 1971-72 prices) 


1 administrarivc ser¬ 
vices 1,224 

2 tax collection 395 

3 police 820 

4 general administra 

tion 306 

5 audit 219 

6 others 384 

7 debt services 4,955 

8 currency and mint 154 

9 export subsidy 440 

10 food subsidy 750 

11 non-Plan develop¬ 
mental expenditure 1,948 

12 social and develop¬ 
mental services 1,460 

13 public works 235 

14 transport and com¬ 
munications 125 

15 forests 23 

16 others 105 


Tablh VII 

Estimates of States’ Balance 
from Current Revenues in the 
Fifth Plan Period at 1972-73 
faxes and Kates 

(Rs crores at 1971-72 prices) 


1 revenue receipts 24,865 

2 tax revenue 19,800 

3 share of central 

taxes 6,527 

4 State taxes 13,273 

5 non-tax revenue 3,805 

6 grants from the 

Centre 1,260 

7 revenue expenditure 23,923 

8 non-development 8,551 

9 non-Plan develop¬ 
ment 12,991 

10 revision of DA and 
pay scales sanction¬ 
ed but not included 

in the above 1,036 

11 transfer to funds 

(net) 1,345 
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31 animal husbandry 243 

32 rural development 19 

33 cooperation 164 

34 industries 171 

35 education 5,062 

36 scientific departments 24 

37 public health 404 

38 medical 1,089 

39 C.D.&N.E.S. 311 

40 labour & employment 163 

41 miscellaneous social 

and development 
services 486 

42 other development 

items. 173 

43 Manipur and Tri¬ 

pura developmental 
expenditure 140 

44 revision of D.A., 

pay scales etc. not 
included under the 
above items 1,036 

45 transfer to funds 340 

46 maintenance expen¬ 
diture arising from 

the Fourth Plan 2,276 

47 total non-Plan ex¬ 
penditure 23,943 


21. The State’s balance 
from current revenues mea¬ 
sured by the excess of revenue 
receipts over non-Plan revenue 
expenditure works out to Rs 
942 crorcs. 

Appropriation to Funds 

22. Transfers from reve¬ 
nue account to capital account 
represent budgetary saving. 
These transfers include (i) Rs 
1,025 crores to the Sinking 
Funds and (ii) Rs 320 crorcs 
to “other funds”. In “other 
funds”, however, credit has 
been taken in the capital 
account forRs 185 crores. The 
balance of Rs 135 crorcs is 
accounted for by either direct 
expenditure out of the funds 
or transfers back to revenue 
and taken credit of as recove¬ 
ries. The total budgetary 
saving in this form has been 
estimated as Rs 1,210 crorcs. 

Additional Resource Mobilisa¬ 
tion 

23. Additional resource 
mobilisation has been esti¬ 
mated at Rs. 6,615 crores — 
Rs. 4,150 crores at the Centre 
and Rs. 2,465 crores by the 
States. On the basis of det¬ 
ailed exercises, the total may 
be made up of (i) direct taxes, 
Rs. 2,450 crores; (ii) indirect 
taxes, Rs. 3,365 crorcs; (iii) 


additional contribution of 
public enterprises, Rs. 400 
crores, and (iy) reduction in 
subsidies, Rs. 400 crores. Mea¬ 
sures consistent with the basic 
objectives of the Plan have 
been envisaged. 

24. The total amount ex¬ 
pected to be raised by way of 
(1) balance from current re¬ 
venues, (2) appropriation to 
funds, and (3) additional re¬ 
source mobilisation adds up 
to Rs. 15,347 crores. Allowing 
for Rs. 6,000 crores as current 
development outlay on Plan 
account, budgetary saving was 
estimated at Rs. 9,347 crores. 

Saving of Public Enterprises 

25. The estimate of Rs. 
5,618 crores of gross saving of 
Central and State non-financial 
enterprises at 1972-73 rates, 
fares and freights has been 
arrived at as under: 

Tabu: X 

Estimates of Gross Saving of 
Central and State Enterprises 
in the Fifth Plan Period at 
1972-73 Rates, Fares and 
Freights 

(Rs. crores at 1971-72 prices) 



Deprecia¬ 

Retained 


tion 

surplus 


provision 

Total 

1 . 

Railways 600 

164 

764 

2 . 

Posts 




and 




Telegraphs 212 

600 

812 

3. 

Port Trusts 50 

-— 

50 

4. 

Other Cen¬ 




tral enter¬ 




prises 1885 

805 

2690 

5. 

State Elec¬ 




tricity 




Boards 930 

70 

1000 

6. 

Road Trans¬ 




port Under¬ 




takings. 238 

64 

302 


7. Total 

(1 to 6) 3915 1703 5618 


26. Additional resource 
mobilisation by public enter¬ 
prises is envisaged at Rs. 400 
crores. Taking this into ac¬ 
count, the saving by tnese en¬ 
terprises may be estimated at 
Rs. 6,018 crores. However, as 
mentioned in the footnote to 
Table III, credit for the entire 
additional resource mobilisa¬ 


tion, including that by public 
enterprises, has been taken 
under budgetary saving. Ac¬ 
cordingly saving by these en¬ 
terprises is shown as Rs. 5,618 
crores. 

Saving of the Financial Insti¬ 
tutions 

(/) Reserve Bank 

27. The total profits of the 
Reserve Bank in the Fifth Plan 
period have been estimated at 
Rs. 1,335 crores. At present 
about 65 per cent of the pro¬ 
fits is transferred to the Cen¬ 
tral Government and 35 per 
cent is retained by the Reserve 
Bank. On this basis, the am¬ 
ount transferable to the Cen¬ 
tral budget has been taken at 
Rs. 870 crores. This leaves 
Rs. 465 crores as the estimated 
retained surplus of the Reserve 
Bank. 

(ii) Other Financial Institutions 

28. The estimate of Rs. 233 
crores of gross saving of other 
financial institutions has these 
components: 

Table XI 

Estimates of Gross Savings of 
Financial Institutions 

(Rs. crores) 

J. Industrial Development 


Bank 39 

2. Industrial Finance 

Corporation 11 

3. Industrial Credit and 

investment Corpora¬ 
tion 10 

4 State Finance Corpora¬ 

tions 10 

5 commercial banks 10 

6 private financial and 

investment companies 

7 retained profits 15 

8 depreciation provision 3 

9 cooperative credit Ins¬ 

titutions. 125 

10 total (I to 6 and 9) 223 


29. The total gross saving 
by the financial institutions 
works out to Rs. 688 crores. 

Private Saving 

30. Private saving includes 
corporate saving, cooperative 
saving and household saving. 
The estimates of gross saving 
of corporate and cooperative 


financial institutions have been 
included in the savings of the 
financial institutions sector. 
The estimates relating to non- 
financial corporate and coope¬ 
rative sectors and the house¬ 
hold sector have been shown 
under private saving. 

(a) Corporate and Co-operative 
Saving 

31. The gross saving of the 
non-financial corporate and 
cooperative enterprises has 
been estimated by projecting 
the revenue accounts of these 
enterprises. The estimate for 
non-financial corporate sector 
works out to Rs. 4,011 crores, 
comprising Rs. 4.782 crorcs of 
depreciation provision and 
Rs. 1,229 crores of retained 
profits. The estimate for the 
cooperative non-credit sector 
has been placed, on the basis 
of observed trends, at Rs. 229 
crores—Rs. 88 crores as de¬ 
preciation provision (on sugar 
cooperative factories) and Rs. 
141 crorcs as acretion to 
reserves. 

(b) Household Saving 

32. Household saving has 
been estimated by projecting 
the net increase in assets, 
physical and financial, of the 
household sector. 

33. The accretion to finan¬ 
cial assets of the household 
sector during the Fifth Plan 
period has been estimated at 
Rs. 19,105 crores. The break¬ 
down is given below: 

Table XII 

Estimated Household Accumu¬ 
lation of Financial Assets dur¬ 
ing the Fifth Plan Period 

(Rs. crores at 1971-72 prices) 


1 deposits 9,100 

2 commercial banks 8,217 

3, cooperatives 488 

4 non-banking com¬ 

panies 350 

5 term-financing institu¬ 

tions 30 

6 private financil com¬ 

panies 15 

7, currency 1,770 

8 Life Insurance Cor¬ 

poration-Life 

Fund 2,348 

9 provident funds 3,822 
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10 Employees’/Provident 



Fund 

2,317 

11 

State Provident 



Fund 

1.080 

12 

others^ 

425 

13 

Government obliga¬ 


’ 

tions 

1,370 

14 

small savings 

1,025 

15 

misc.* debts and 



deposits 

420 

16 

annuity deposits, 



compulsory deposits 


etc. 

(—>75 

17 

private corporate 



issues and Units 

255 

18. 

cooperative shares 



and debentures 

440 

19. 

total 

19,105 


34. As against the accu¬ 
mulation of Rs. 19,105 crores 
of financial assets, the net in¬ 
crease in the financial liabili¬ 
ties of the household sector 
during the Fifth Plan period 
has been estimated at Rs. 4.885 
crorcs. Details are given 
below: 

Tabu- XIM 

Estimated Net Increase in the 
Financial Liabilities of the 
Household Sector during the 
Fifth Plan Period 

(Rs. crores at 1971-72 prices) 


1 Borrowings 6,765 

2 Government (non- 

‘ plan) 969 

3 loans to Govern¬ 

ment servants for 
vehicles 280 

4 loans on account of 

natural calamities 520 

5 commuted value of 

pensions 87 

6 commpensation pay¬ 
ments and misc. 

loans 82 

7 Life Insurance 

Corporation 375 

8 loans to policy holders 

and others 225 

9 balances with agents 
premia due, and 
other receivable 

.. from households 150 

ft) commercial banks 2,800 

11 term financing in¬ 
stitutions 661 

12 cooperative credit 

institutions 1.335 

13 corporate financial 

institutions 25 

14 repayments 1,280 

15 State Governments * 9Q0 

16 Central Government 225 


17 Life Insurance Cor¬ 
poration 100 

18 term financing ins¬ 
titutions 55 

19 net borrowing (1-14) 4,885 

35. As regards the house¬ 
hold sector's acquisition of 
physical assets, that is its 
direct investment, a rough 
guess has been attempted from 


the side of availability of 
resources on account of lack 
of the requisite date. House¬ 
hold investments in the Fifth 
Plan period will be financed 
from four main sources : (I) 
net borrowing from other 
sectors; (?) realisation of 
claims on Life Insurance Cor¬ 
poration; (3) refunds and with¬ 
drawals from provident funds; 


and (4) financial saving minus 
the amount absorbed in accu¬ 
mulation of financial assets. 
The total amount available for 
financing direct investment has 
thus been estimated at the 
Rs 9,850 crores. This has been 
assumed as the likely order of 
the household sector's saving 
in the form of physical assets, 

36. The total gross saving 
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of the household sector in 
various forms adds up to Rs 
24,070 crorcs. The estimates 
are summarised below: 

Table XIV 

Total Gross Savings of the 
Household Sector in the Fifth 
Plan Period 

(Rs crorcs at 1971-72 prices) 


Accretion to fina- 
cial assets 19105 

2 Direct investment 9350 

3 Less: addition to 
financial libilities (—)4855 

4 Total household 

saving 24070 


Draft on Foreign Saving 

37. Consistent with the 
objective of no net aid by 
1978-79, gross aid availability 
has been estimated at Rs 3.000 
crores from the Fifth Plan 
period. Adjusting for the 
estimated net outflows under 
other components of the bal¬ 
ance of payments on capital 
account, the total surplus on 
capital account has been esti¬ 
mated at Rs 1,003 crorcs. It 
follows that this is the order 
of current account deficit and 
hence the net draft on foreign 
saving consistent with the self- 
reliance objective. The net 
draft on foreign saving has 
thus been indirectly estimated 
at Rs 1,003 crorcs It is assum¬ 
ed that effective measures will 
be taken to contain the current 
account deficit within this 
limit. 

38. Besides the net inflow 
of funds corresponding to the 
deficit on current account, 
there is another element of 
draft on the rest of the world, 
namely, the accrual back from 
interest payments in rupees on 
PL 480 debts and deposit. In 
arriving at the Centre's balance 
from current revenue, the pay¬ 
ments on this account are 
shown as an outgo. These 
payments arc credited to the 
U.S. account with the Reserve 
Bunk. A part of this money 
goes to finance U.S. expendi¬ 
ture in India. The balance, 
estimated at Rs 200 crores, will 
be available to the public sec¬ 


tor and credit for this has 
been taken. 

Total Saving 

39. The total saving avail¬ 
able to the economy for the 
Fifth Plan period has been 
estimated at Rs 45,166 crorcs. 
The summary position, by 
orginating sectors, is given 
below: 

Table XV 

Total Saving Available to the 
Economy for tbc Fifth Plan 
Period by the Originating Sec¬ 


tors 

(Rs crorcs at 1971-72 prices) 


1 public sector 14,965 

2 financial institutions 688 

3 private sector 28,310 

4 corporate 4,011 

5 cooperative 229 

6 household 24,070 

7 rest of the world 1,203 

8 total invcstible 

resources 45,166 


Resources of Plan 

40. Tn arriving at the esti¬ 
mate of Rs 45,166 crores as 
the amount available for fin¬ 
ancing investment, a provi¬ 
sion of Rs 6,00 crores has been 
made for financing current 
development outlays in the 
public sector on Plan account. 
Taking the two to together, 
the total resources for the 
Fifth Plan have been estimated 
at Rs 51,166 crorcs. 

(3) Deployment of Plan Re¬ 
sources 

Public Sector 

41. Of the total resour¬ 
ces of Rs 51,166 crores 
the amount available to the 
public sector has been esti¬ 
mated at Rs 34.820 crores 
comprising: (1) Rs 78,820 cro¬ 
rcs for investment (including 
capital transtfers to the pri¬ 
vate sector on Plan account) 
and (2) Rs 6,000 crorcs for 
current development outlays. 
This amount is made up of : 

Table XVI 

Resources for the Public Sector 

(Rs crorcs at 1971-72 prices) 


1. own saving 14.965 

2. net draft on other 

sector 13.855 


3. financial institutions 12,059 

4. private sector 501 

5. rest of the world 1,295 

6. total resources for 

investment (1+2) 28,820 

7. budgetary provi¬ 
sions for current 
development outlays 6,000 

8. total resources for 

the Plan (6 + 7) 34,820 


42. The draft on finan¬ 
cial institutions is, largely, an 
indirect draft on the saving of 
the household sector. The 
financial institutions arc ex¬ 
pected to play a crucial role 
in the mobilisation of house¬ 
hold saving for financing 
public investment. 

43. The detailed estimates 
of resources for the public 
sector in the traditional form 
adopted in the Plan document 
are given in Appendix 1. 

Private Sector 

44. The resources for the 
private sector have been esti¬ 
mated at Rs 16,261 crorcs. 
This total has been arrived at 
as follows: 

Table XVII 

Resource for the Private Sector 

(Rs crores at 1971-72 prices) 


1. Own saving 28,310 

2. Household 24,070 

3. Corporate 4,011 

4. Cooperative 229 

5. Net transfers to 12,049 

6. Financial institu¬ 
tions 11,382 

7. Public sector 501 

8 Rest of tnc world 166 

9 Total resources 

(1-5) 16,261* 


♦Excludes investment that 
may be financed by capital 
transfer from the public 
sector on Plan account. 

45. The detailed resour¬ 
ces estimates for the private 
sector are given in the tradi¬ 
tional form in Appendix IT. 

Financial Institutions 

46. The absorption of re¬ 
sources by financial institutions 
in their direct investment has 
been estimated at Rs 85 crores. 


The resources have been pro¬ 
jected to arise as under:— 


Table XVIII 

Absorption of Resources by 
by Financial Institutions 

(Rs crorcs at 1971-72 prices) 


1 on saving 688 

2 reserve Bank 465 

3 other financial in¬ 
stitutions 223 

4 net transfers from (—)603 

5 public sector (—) 12,059 

6 private sector 11,382 

7 rest of the world 74 


8 total resources (1+4) 85 


Adjustments to Initial Resources 
Estimates 

47. In the Resources ex¬ 
ercise the invcstible resources 
for the private corporate sec¬ 
tor were projected at Rs 5,602 
crorcs. This total was made 
up as follows: 

Table XIX 

Invcstible Resources for the 
Private Sector 

(Rs crorcs at 1971-72 prices) 


1 own saving 4,011 

2 net draft on other 

sectors 1,591 

3 household sector, 

by way of addition 
to deposits and in¬ 
vestment in share 
(including UT1 con¬ 
tribution) 475 

4 financial institutions 

(including commer¬ 
cial banks) 1,282 

5 rest of the world. (—)166 

6 total (1+2) 5,602 


48. For the reasons given 
in paragraph 8, it has been 
decided to transfer Rs 700 
crores from the private cor¬ 
porate sector to the public 
sector. This reduces the pro¬ 
vision for the private corpo¬ 
rate sector to Rs 4,90? crores. 

49. Of the amount of Rs 
85 crorcs provided for direct 
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investment by the financial able to the private sector. The 
institutions, Rs 75 crores may total for the two sectors is Rs 
be estimated as the share of 51,166 crores. The position 
public sector financial institu- is presented below in Table XX 
tions andRs 10 crores of pri- as a four sector flow-of-funds 
vate financial institution. matrix. The details of the 

various entries in the matrix 
50 Making adjustments in arc given in Appendix HI. 
the Resources cxsrcisc esti¬ 
mates on these two counts, the 51. The above estimates 
total resources for the public are tentative. Before the Fifth 
sector may be estimated at Rs Plan is finalised, these would 
35,595 crores (Rs 34,820 cro- need to be revised in order to 
res +75 crorcs+700 crores). take into account the actual 
The balance of Rs 15,571 cro- performance af the economy 
res (Rs 16,261 crores h 10 cro- in 1972-73 and the Centre and 
res —700 crores) will be avail- State Budgets for 1973-74. 


Tabic XX 


Fifth Plan : Investment Savings Balance* 

(Rs crores at 1971-72 prices) 


Capital Transfer To 

Uses of —- --gross total 

funds public financial private rest of total invest- out- 

scctor institu- sector the ment lays 

tions world 


sources of 1 
funds 

2 

3 

4 5 

6 

7 

Capital Trans 






fers From 






1 public 
sector — 

572 

969 

1,628 3,169 

28,970 

32,139 

2 financial in- 
solutions 12.631 

,, 

7,668 

116 20,410 

85 

20,495 

3 private 
sector 1,470 

19,045 


370 20,885 

16,2611 

37,146 

4 rest of the 
world 2,923 

190 

204 

— 3,317 

_ 

3,317 

5 total 

(1 to 4) 17,024 

19,807 

8,836 

2,114 47,781 

45,316 

93,097 

6 gross 

saving 15,115 

688 28,310 

1,203 45,316 



7 total re- 






sources (5 

to 6 ) 32,139 20,495 

37,146 

3,317 93,097 




*Aftcr taking into account the adjustments to initial resources 
estimates mentioned in paragraphs 47-50 

♦•Includes capital transfers to private sector on Plan account. 

tExcludes investment that may be financed by capital trans¬ 
fers from the public sector on Plan account. 


APPENDIX 1 

Estimated Resources for the Public-sector Sn the Fifth Plan* 

____ ____ _ _ (R s crores a t 1971- 72 p rices) 

SI. No. Head _ Amount 

1 . budgetary provision for current development outlay 

on Plan account .. .. .. 6,000 

2. public Saving at 1972-73 rates .. .. 8,350 

3. (1) Centre and State budgets .. .. 2,732 

4. Central and State non-finaneial enterprises .. 5,618 

5. market borrowing .. .. 5,157 

6 . ( 1 ) Centre and State budgets, by subscribers .. 4,317 

7. Commercial banks .. .. f . 1,700 

8 . L.I.C. 920 

9. employees* provident fund .. .. .. 1,622 

10 . other provident funds .. .. .. 75 

11. Centre and State non-financial enterprises, by subscribers 850 

12. commercial banks .. .. .. 670 

13. L.I.C. 180 

14. annuity deposits, compulsory deposits etc. .. (—)75 

15. small savings, by contributors .. .. 1,800 

16. households .. .. .. 1,025 

17. employees provident fund .. .. .. *695 

18. other provident funds .. .. .. 80 

19. Slate provident funds .. .. ... 1,080 

20 . term financing institutions’ loans to public enterprises 200 

21 . commercial bank credit to public enterprises 

(for financing working capital) .. 1,500 

22. negotiated loans from RBI and L1C .. 800 

23. State Governments .. .. .. .. 400 

24. R.B.I. .. 200 

25. L.I.C. 200 

26. Central and State enterprises .. .. 400 

27. R.B.I. 

28. L.I.C. .. .. 400 

29. miscellaneous debts, deposits and funds, net accrual to 

Government .. .. .. .. 420 

30. Central Government .. ,. .. 370 

31. State Governments .. .. 50 

32. net loan repayments by households .. .. 156 

33. loan repayments by households .. .. ,125 

34. less: fresh non-plan loans and advances to 

houscholdst .. .. .. ( )969 

35. loan repayments by term financing institutions .. 128 

36. additional resources mobilisation .. .. 6,615 

37. Centre .. .. .. .. 4,150 

38. States .. .. 2,465 

39. absorption of coins (incl. one rupee notes) by the 

Public-yielding equivalent resources to the Centre 100 

40. net borrowing from R.B.I. against issue of 

Treasury Bills .. .. .. .. 1,856 

41. net receipts from the rest of the world .. .. J ,295 

42. from fresh inllow of funds .. .. 1,095 

43. from rupee funds available with US out of interest 

receipts on PL 480 loans and deposits .. 200 

44. total (1 to 16) .. .. .. 35,392 

45. Less : non-Plan capital transfers to financial 

institutions .. .. .. .. (—)572 

46. addition to cash held by Treasuries and Centre and 
State enterprises 

47. States* and State enterprises* repayments of negotiated 
loans to L.I.C. and bond redemption payments to it (—)227 

48. addition to Centre and State Governments and 

enterprises’ deposits with commercial banks .. (—)315 

49. Equals : total resources available for the public 

sector Plan .. .. .. .. 34820 

♦Before taking into account the adjustments to initial 
resources estimates mentioned in paragraphs 47-50. 

tlncludcs Rs. 87 crores of commuted value of pensions. 
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Estimated Resources for the Private Sector iu the Fifth Plan* 


APPENDIX It 
(Rs crores at 1971-72 prices) 


SI.No. 


Head 


Amount 


0) 


JO. 

11. 

12 . 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20 . 
21 . 
22 . 

23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

31. 

32. 

33. 

34. 


private saving .. .. .. 28,310 

public corporate non-financial sector .. 4,011 

cooperative non-credit sector .. .. .. 229 

household sector 24,070 

non-Plan loans from Centre and State Governments 969 
Capital transfers from the financial institutions .. 7,663 

l-.I.C. 765 

loans to, and bond purchases of, cooperative 
non-credit institutions .. .. .. 110 

loans to, and purchases of, private corporate shares 
and bonds .. .. .. .. 280 

loans to policy holders, balance with agents, and 
premia and other rcceiveables from households .. 375 

commercial banks .. .. .. .. 4,050 

net credit to cooperative non-credit institutions 150 

net credit to private corporate non-financial institutions 1,100 


net credit to households 
term financing institutions 
loans to cooperative sugar factories and other 
non-credit institutions 

loans to private corporate non-fmancial institutions 
contribution to share capital of private corporate 
non-finuncial institutions 
loans to the household sector 
repayment of household deposits by SFCs 
cooperative credit institutions 
credits to cooperative non-crcdit institutions and 
contribution to their shares & debentures 
loans and credits to households 
Private corporate financial institutions 
loans to private corporate non-fmancial institutions 
and contribution to their shares and bonds 
loans to the household sector 
capital transfers from the rest of the world 
private account capital gross inflow (exclusive of 
loans and their repayments) 

gross foreign loans and ciedits to private Corporate 

non-fmancial institutions 

total gross receipts (I to 4) 

capital transfers to the public sector 

loan repayments to Centre and State Governments 

annuity deposits, compulsory deposits, etc. 

misc. debts, deposits and funds-net accrual to 

Central and State Governments 


2,800 

1,361 

200 

r 

■{ 500 

l «. 

30 

1,455 

120 

1,335 

32 

7 

25 

204 

84 

120 
37,146 
1,470 
1,125 
(—)75 

420 


35. 

36. 

37. 

38. 

39. 

40. 

41. 

42. 

43. 

44. 

45. 

46. 

47. 

48. 

49. 

50. 

51. 

52. 

53. 

54. 

55. 

56. 

57. 

58. 

59. 

60. 
61. 
62. 

63. 

64. 

65. 

66 . 

67. 

68 . 

69. 

70. 

71. 

72. 

73. 


capital transfers to financial institutions 

—currency absorption by the private sector 
private corporate non-financial sector 
cooperative non-credit sector 
household sector 

small savings—net contribution by households .. 
state provident funds—net contribution by households 1,080 
employees' provident fund and other provident funds 


19,045 

1,830 

55 

5 

1,770 

1,025 


net contribution by households 
Ll.C. 

accretion to Life Fund 
loan repayments by : 
private corporate non-linancial sector .. 
cooperative non-crcdit sector 
household sector 

commercial banks- addition to deposits 
private corporate non-linancial sector .. 
cooperative non-crcdit sector 
household sector 
term financing institutions 
private corporate non-financial sector—Joan 
repayments and redemption of debentures and shares 
cooperative non-credit sector—loan repayments 
household sector 
loan repayments 
net contribution to Units 
deposits 

cooperative credit institutions 
household sector 
deposits 

contribution to share capital 
contribution to debentures of Land Development Banks 
private corporate financial institutions . 
household sector 
loan repayments and deposits 
contribution to share capital .. 
capital transfers to the rest of the World 
private account capital - gross outflow (exclusive of 
loans and their repayments) 
private corporate non-financial sector- 
foreign debt repayments 
total payments (6 to 8) 

total net resources available to the private sector 
for Plan investment (5 — 9) 


2,742 

2.538 

2,348 

50 

40 

100 

8,527 

300 

10 

8,217 

460 


200 

50 

210 

55 

125 

30 

823 

823 

488 

245 

90 

20 

20 

15 

5 

370 

170 


200 

20,885 


16,261 * 


* Before taking into accounts the adjustments to initial resources estimates mentioned in paragraphs 47- 
♦Exclusivc of capital transfers from the public sector on Plan account. 


50. 


Fifth Plan Resources Matrix—Details 


APPENDIX III 


j Amount 
(Rs crores) 


Description 


Amount 
(Rs crores) 


Description 


and 


30 Addition to cash held by Treasuries 
Central and State enterprises. 

315 Addition to Centre and State Govt, and enter¬ 
prises deposits with Commercial banks. 

227 Stales and Slate enterprices repayments of 
negotiated loans to L1C and bond redemp¬ 
tion payments to it. 

572 Total 


-row, j “Column 
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969 Non-Plan loans from Central and State Govts, 
to households. 

1064 Amortisation payments on foreign debts from 
the Central budget. 

37 Anticipated subscription to IMF quota. 

250 Central Govt, loans to foreign Govts, (net). 

27 Balance of payments, Capital Account—Govt, 
(excluding loans and their repayments) gross 
outflow 
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i j Amount 
(Rs. crores) 


Description 


i j Amount 
(Rs. crores) 


„ „ 250 Central enterprises' repayments of foreign loans. 

1628 Total 

„ 5 3169 Total ij j A ij j* 

„ 6 28970 Investment by Central and State Govt, (including 

capital transfers to private sector on Plan 
account) and by Central and State enterprises. 

„ 7 32139 Total iij 5 and i, j 0 . 

1 j 1856 Centre’s net borrowing from RBI against Trea- 

T" 1,~ sury bills. 

„ 100 Reserve Bank issue of Govt, obligations in the 

form of coins (including one rupee notes) to 
households, yielding equivalent resources to 
the Govt. 

„ „ 200 State Govts., negotiated loans from RBI (LTO). 

,, ,, 1800 Net Small Savings accrual to Central & State 

Budgets. 

,, „ 1080 Net accrual to State Provident Funds of Centre 

and the States. 

„ ,, 1697 Employees and other Provident Funds net con¬ 

tribution to Centres and States' market 
borrowings. 

„ ,, 920 L.I.C. net contribution to Centre's and States' 

market borrowing. 

„ „ 200 L.l.C. negotiated loans to State Govts. 

2 l 180 L.l.C. contribution to market borrowings of 

Centre's and State's enterprises. 

,, „ 400 L.l.C. negotiated loans to States' enterprises. 

,, ,, 1700 Commercial banks' net contribution to market 

borrowings of Central and State Govts. 

„ „ 1500 Commercial banks’ net credit to Central and 

States* enterprises. 

„ ,, 670 Commercial banks' net contribution to market 

borrowings of Central and States' enterprises. 

„ „ 128 Loan repayments by term-financing institutions 

to Govt. 

„ „ 200 Term-financing institutions’ lending to Central, 

States’ enterprises. 

12631 Total 

1 j 110 L.l.C. loans to and bond purchases of, coopera- 

2 3 tive non-credit institution. 

„ „ 280 L.l.C. loans to and purchases of shares and 

bonds, of private corporate non-financial 
enterprises. 

„ „ 225 L.l.C. loans to policy holders and others. 

„ „ 150 L.l.C. balances with agents and premia and 

other receivables from households. 

„ „ 150 Commercial banks' net credit to cooperative 

non-credit institutions. 

„ „ 1100 Commercial banks’ net credit to private cor¬ 

porate non-financial institutions. 

„ „ 2800 Commercial banks’ credit to households. 

2 3 200 Loans by term-financing institutions to coopera¬ 

tive sugar factories and other'non-credit ins¬ 
titutions. 

„ „ 500 Loans to private corporate non-financial institu¬ 

tions and contribution to their share and 
deberture capital. 

i—row. 
j—column. 


Description 


„ „ 631 Loans by term-financing institutions to house¬ 

hold sector. 

„ „ 30 Repayment of household deposits by SFCs. 

„ „ 120 Cooperative credit institutions* credits to coope¬ 

rative non-crcdit institutions and contribution 
to their shares and debentures. 

2 3 1335 Cooperative credit institutions loans and credits 

to households. 

7 Private corporate financial institutions* loans to 
private corporate non-financial institutions 
and contribution to their shares and bonds. 

„ „ 25 Private Corporate iinancial institutions’ loans to 

the household sector. 

7663 Total 

2 4 30 Balance of payments, capital account - banking, 

gross out-flow. 

„ „ 86 Loan repayments by term financing institutions 

to the rest of the world. 

116 Total 

„ 5 20410 Total i 3 to i a j 4 . 

„ 6 85 Direct investment by financial institutions — 

LlC-55, Commercial banks—20 and private 
corporate financial institutions—10. 

„ 7 20495 Total i 2 j, and i a j*. 

1 j 

3 1 1125 Households loans repayments to Centre and 

State Govts. 

(—)75 Households annuity deposits, compulsory depo¬ 
sits etc. 

,» „ 420 Net accrual to Centre and State Govts, under 

miscellaneous debts, deposits and funds. 

1470 Total 

3 2 5 Addition to cash held by cooperative non-credit 

institutions. 

„ „ 40 Loan repayments by cooperative non-credit 

institutions to L1C. 

„ „ 10 Addition to deposits of Cooperative non-credit 

institutions with commercial banks. 

„ „ 50 Loan repayments by co-operative non-credit ins¬ 

titution to term-financing institutions. 

9 » , s 55 Addition to cash held by private corporate non- 

financial institutions. 

„ „ 50 Private corporate non-financial institutions loans 

repayments to LIC and redemption of shares 
held by the latter. 

3 2 300 Addition to deposits of private corporate non- 

financial institutions with commercial banks. 

,, „ 200 Private corporate non-financial sector's loan 

repayments to term financing institutions and 
redemption of shares and debentures held by 
them 

„ „ 1770 Household’s net absorption of currency. 

„ „ 1025 Household's net contribution to small savings. 

,, ,, 1080 Household's net contribution to State Provident 

Funds. 

„ „ 2742 Household's net contribution to Employees’ and 

other provident funds. 
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Description 


i 


»* 


*> 

»» 


i> 

M 




99 


»• 


3 




»» 


»» 


3 


4 


»> 


»* 

>> 


»» 


99 


99 


99 


j 


2 


4 


5 

6 
7 
j 

1 


2 


3 


Amount 
(Rs. crores) 


2348 Household’s savings in the form of accretion 
to Life l und. 

100 Household's loan repayments to LIC. 

8217 Addition to household's deposits with commer¬ 
cial hanks. 

55 Household’s loan repavmcnts to term- financing 
institutions. 

125 Household's net contribution to Units. 

30 Household's deposits with term-financing 
institutions. 

488 Addition to household's debits with coopera¬ 
tive credit institutions. 

245 Household’s contribution to share capital of co¬ 
operative credit institutions. 

90 Household’s contribution to debentures of Land 
Development Banks and other cooperative 
credit institutions. 

15 Household's loan repayments to and deposits 
with private corporate financial institutions. 

5 Household’s contribution to share capital of 
private corporate financial institutions. 


19045 Total 


170 Balance of payments, capital account ~ private 
account outflow exclusive of loans and their 
repayments. 

200 Foreign debt repayments by private corporate 
non-tinancial institution. 

370 Total 


20885 Total ij j, to i :i j,. 

16261 Direct investment of the private sector. 
37146 Total i n j:. to i a j„. 


2460 Gross foreign aid to C entral Govt. 

13 Balance of payments, capital account—Govt, 
(excluding loans and their repayments). Gross 
inflow. 

250 Foreign credits to C entral enterprises. 

200 Accrual to C entral enterprises (RFC) of surplus 
American funds arising from interest pay¬ 
ments on PI. 480 deposits. 

2923 Total 

20 Balance of payments, capital account Banking 
capital inflow. 

170 Gross foreign loans to term-financing institutions. 

190 Total 

120 Gross foreign loans and credit to private cor¬ 
porate non-1 inancial institution. 

84 Balance of payments, capital account private 
capital gross inflow. 

204 Total 


9% 

5 

3317 Total u.j, to i, j,. 

*9 

7 

3317 Total i„ and i, j„. 

i 

5 

j 

!-7 

1-5 

Total i, j to i, j. 

i 

6 

The estimates of saving generated in different 
sectors arc explained in Section 3 of the Interim 


1—5 

Report. 

i 

7 

Total i, j to i„ j. 


i— row, j—column 


(to he continued) 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering I For better living 

India Linoleums Ltd., 
P.O. Birtapur, 24 Parganas, West Bengal. 
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■1*1^ A /iiiAUUm#! the ™*no of the take-over of the manage- 

I ne yr9DDIliU ment by the government of the 464 private- 

^ ly-owncd non-coking coal mines through 

#|Q[*Yip an ordinance promulgated, by the President 
V|mI I ■ w on January 30 was intriguing to some ex¬ 
tent, Jjftqguse not long ago, the Prime Minister had held out the assurance that 
nationalisation of private enterprises would not take place merely for the sake of 
nationalisation. The feeling had been created in the country that the government 
would not take any rash step, especially at this time when vast areas in the country 
were undergoing grept hardships due to the drought and the hands of the government 
were full of problems flowing therefrom. If the newspaper reports are to be believed, 
Mr D.P. Dhar, the Minister for Planning, did put up a light against this drastic 
measure, but it seems he had to give in because Mr Mohan Kumaramangalam, the 
Minister for Steel and Mines, was able to win over the support of the Prime Minister. 
It may be recalled that in September 1971, the government had taken over 214 coking 
coal mines under the plea that it was keen to provide coking coal to steel mills in an 
assured manner. With the exception of the captive coal mines of Tata Iron and 
Steel Co., and the Indian Iron and Steel Co., all the coal mines have now come 
under state control. 

The Minister for Steel and Mines, Mr Mohan Kumaramangalam, has not made 
out a convincing case for the take-over of the non-coking coal mines. According to 
him, the demand for non-coking coal is expected to increase from the current annual 
production of 55 million tonnes to 105 million tonnes in 1978-79. In his view, this 
nearly doubling of production over a period of six years would require capital 
investment of the order of Rs 100 crores which the coal industry would not be able 
to mobilise. The government, instead of advancing capital of this magnitude to the 
industry, thought it desirable to bring the mines under its own control. 

It is an acknowledged fact that industrial expansion in the private sector in this 
country during the past 25 years has taken place with finances partly provided by 
government financial agencies such as the IDBI, the 1FC, the LIC, the UTI and the 
banks, wherever the internal resources were not enough to cope up with the requirc- 
i ments in full. The coal industry is no exception. Even if it is conceded that the coal 
k mining industry would not have been able to mobilise all the resources that it needed, 
I why should it be denied assistance from the official financial agencies? Is it the case 
Jr of the government that all those industries which are dependent upon the government 
r agencies for finances would ultimately be taken over by the state? Surely, the govern¬ 
ment must make its intentions clear to the public in this regard. 

Again, the capacity of the coal mines to generate resources is conditioned by 
coal prices fixed by the government in addition to various other controls over its 
operations. Surely, the coal mines have suffered in the past because of the unremu- 
nerativc prices of coal fixed by the government. Even then, there has been no shortage 
of coal in this country. For months stocks have accumulated at pitheads and if 
and when a shortage has appeared in any part of the country, it has always been due 
to the transport bottleneck. In other words, so far the coal mines have exhibited 
enough capability to meet the rising demand for coal and the charge that they would 
not be able to meet the increasing demand in the coming years is a poor excuse for 
state take-over. 

Another reason given for the state take-over of non-coking coal mines is that 
the government is keen to organise the movement of steel, iron ore and coal by rail 
in a co-ordinated manner. Since steel and iron ore are by and large already under its 
control, complete control over coal mines, it has been claimed, would make it feasi¬ 
ble for the government to maximise railway wagon utilisation. This is another flimsy 
argument because the coal mines have hitherto co-operated fully with the railways 
and it is the failure of the railways which has brought about shortages in coal from 
time to time and not because of any failing on the part of the colliery owners. 

That the state take-over of non-coking coal mines is a political decision is quite 
clear. The government does not possess any expertise or competence to run the coal 
industry in an economic or efficient manner. Ample proof of its incompetence in 
this respect has been provided by the working of the National Coal Development 
Corporation Ltd (NCDC) which during the past 16 years has accumulated losses to 
the tune of Rs 5.75 crores in addition to building up fictitious assets equivalent to 
Rs 13.$5 crores. Moreover, the Bharat Coking Coal Ltd (BCCL), which came into 
being in 1971 for managing coking coal mines, has also been by and large a failure 
because it can neither claim increased efficiency nor profitability. Both the NCDC 
and the BCCL are examples of mismanaged state enterprises. On the basis of their 
performance, it is too much to expect that the non-coking coal mines under state 
control would be able to put up a better show. 
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Breather for 
adjustment 

The Minister for Foreign Trade, 
Mr L. N. Mishra* has not returned 
empty-handed from London. His talks 
with the UK government in respect of 
the ending of Commonwealth preferences 
following Britain’s entry into the Europ¬ 
ean Economic Community (EEC) have 
yielded at least some beneficial results. 
Under the arrangements agreed to, all the 
tariff and non-tariff preferences enjoyed 
by us in Britain in terms of the Indo- 
British Trade Agreement of 1939 are to 
be phased out in four years with effect 
from* January l f 1974. For the current 
year, the arrangements under the 1939 
agreement arc to continue. Following the 
notice given by the UK government 
early last month, these preferences were 
to go with effect from February 1, 1973; 
they were to be replaced by the “most¬ 
favoured-nation” (MFN) treatment and 
harmonised gradually into the EEC 
external tariffs which arc quite stiff. 

The scheme of phasing out preferences 
over a period of five years, in place of 
the phasing in of MFN tariffs into the 
Community’s External Tariffs structure 
(CET) gives us a brief breathing period 
in which we should adjust our export 
trade with Britain. The differences bet¬ 
ween the EEC and British tariffs, taking 
into consideration the preferences granted 
by her, will be bridged up to 40 per cent 
next year and by another 20 per cent in 
each of the subsequent three years. Thus, 
it will be only in 1977 that the EEC 
tariffs will apply to our exports to 
Britain. 

Another significant gesture made by 
the UK government during the talks 
with Mr Mishra is that the adjustment of 
internal tariffs in Britain, consequent 
upon its entry into the EEC, will be done 
in a way as not to hurt our interests, 
Thcso tariffs being very high, the sobering 
influence which Britain has promised to 
exercise in the EEC should be helpful in 
making adjustments in our exports during 
the transitional period at least. 

Apart from the above, there are two 
other points of special interest to us in 
the joint communique issued the end of 
Mr Mishra’s visit to London. These 
relate to our exports of unmanufactured 
tobacco, coir and jute goods. We export 
nearly Rs 48 crores worth of unmanufac¬ 
tured tobacco to Britain—-mostly Virginia 
quality. This meets approximately 16 
per cent of Britain’s requirements of un¬ 
manufactured tobacco. Since the culti¬ 
vation of this type of tobacco was under- 

*Mr Mishra has now been promoted as 
Minister of Railways. 


taken and encouraged in our country to 
cater for the British requirements r it is, 
indeed, heartening to note that the UK 
government has appreciated the need for 
keeping up this trade. The assurance 
that Britain would prevail upon the other 
EEC countries to keep India’s needs in 
view while adjusting the internal taxes of 
the Community and also very much bear 
in mind this special interest of India in 
any discussions in the GATT or else¬ 
where, is welcome. 

As regards jute manufactures and coir 
goods, the communique states that the 
‘’British Ministers expressed their under¬ 
standing of the emphasis placed by Mr 
Mishra on the significance of a speedy 
elimination of duties in the CET for the 
competitive prospects of these two groups 
of products and of his concern that in the 
interim, there should be the minimum 
interference with the conditions of 
importing these goods into the UK 
market”. How far Britain will succeed 
in its efforts to safeguard our interests in 
the field of these two types of exports, 
however, remains to be seen. This prob¬ 
lem has been there for nearly a decade 
and has remained unresolved despite the 
helpful attitude of the Federal Republic 
of Germany. The EEC has resisted all 


attempts to cut down its tariffs on these 
imports test a few thousands engaged in 
these lines of manufacture in the Benelux 
countries should be adversely affected. 
By pointing out that those producing 
coir and jute goods in the Benelux 
countries catered for the requirements of 
the sophisticated consumers, while our 
exports were for the benefit of the com¬ 
mon man, Mr Mishra, of course, posed 
the issue in the right perspective 

While for effecting the necessary adjust¬ 
ments in our trade with Britain, we have 
got some breathing time, the more impor¬ 
tant issue of easier access for our exports 
to the other countries of the EEC as yet 
remains unresolved. The expectation 
expressed in the communique that the 
EEC would have prepared by January- 
end a negotiating mandate, in terms of 
the December 4, 1972, decision of the 
European Council of Ministers, for the 
conclusion of a commercial co-operation 
agreement with us, is not likely to mate¬ 
rialise soon. 

As, while addressing the Forum of 
Financial Writers’ International Seminar 
of Economic Journalists on December 8, 
1972, Mr Mishra pointed out, India 
expects from the EEC four things. First, 
an immediate solution should be sought 
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tb offset the adverse effects on our trade 
on account of the termination of the 
advantages which Commonwealth coun¬ 
tries like ours enjoys in the UK markets. 
Second, a solution has to be found out 
for the problems of exports of such sensa- 
tive commodities as jute and coir to the 
EEC. Third, a viable trade arrangement 
has to be worked out so that our chronic 
and growing deficits in trade with the 
EEC can be reversed. Finally, the EEC, 
which is the most prosperous economic 
union in the world, ought to provide for 
the developing countries a fair and equit¬ 
able access to itself. Only the first issue 
has yet been tackled bilaterally by India 
and Britain. The EEC has yet to come 
to brass tacks. In a nutshell, the EEC 
has to liberalise its approach to trading 
with the developing countries. Unless it 
does so, the endeavours of the developing 
countries to shed poverty will be 
thwarted. The terms of trade have been 
progressively turning against the develop¬ 
ing nations. This trend has at least to be 
halted, if not reversed, in the interest of 
expansion of global trade. 

The process of adjustment in our ex- 


The likely 
shape of 
next budget 

The central government was never so 
happily placed in regard to the availabi¬ 
lity of resources on revenue and capital 
accounts as in the current financial 
year though unfortunately there had to 
be an unexpected diversion of large 
amounts foi un-intended purposes. But 
for the heavy expenditure on relief opera¬ 
tions in the drought affected areas, a 
huge bill in respect of food subsidies and 
a rising salary bill, central government 
deposits with the Reserve Bank of India 
9houId by now have been at high levels. 
On the other hand, these have been 
maintained barely around the minimum 
and the ways and means position has 
been rather uncomfortable even with 
massive borrowing through open market 
loans. In April last year, a major 
operation was carried out by the centre 
in respect of the unauthorised overdrafts 
of the state governments from the Re¬ 
serve Bank and the entire liability was 
taken over by it on behalf of the states. 
This was done in the belief that some 
part of the deficit financing resorted to 
by the states clandestinely could be re¬ 
duced with the surpluses that may accrue 
as a result of heavy borrowing and larger 


ports, of course, is not going to be an 
easy task. It is true that the direction of 
our foreign trade has undergone a 
material change in the past two decades. 
But the major change that has come 
about on our export front is that whereas 
the proportion of exports to Britain has 
gone down, the share of east European 
countries in our export trade has gone up 
rapidly. The east European nations 
currently account for slightly over 22 per 
cent of our total exports, as against just 
about one per cent in 1953-54. Apart 
from the fact that it is alwavs judicious 
not to depend overwhelmingly on one 
region or a small group of countries for 
trade relations, the difficulties of identify¬ 
ing new .items of imports from the socia¬ 
list bloc, which we direly need, may 
halt the uptrend in our exports to east 
Europe at none-too-distant a day. The 
trade between India and the east Europ¬ 
ean countries is on a bilateral basis. 
Unless we step up our imports from these 
countries, we cannot hope to further 
expand our exports to them on any signi¬ 
ficant scale. This makes it imperative 
for us to look for new export markets 
elsewhere. 


collections under the small savings 
campaign. 

The actual developments however have 
come about differently. It has not been 
even possible for many state governments 
to keep to the schedule of repayments 
against unauthorised overdrafts. Actually 
it has become neccssaty to extend liberal 
assistance to the affected states while 
the losses on food transactions have 
been heavy because large sales have had 
to be effected through fair price shops 
for overcoming the shortages in the 
drought affected areas. There has also 
been an increase in emoluments to go¬ 
vernment employees with the grant of 
interim relief pending the recommenda¬ 
tions of the Pay Commission. No pre¬ 
cise estimates are available about the 
increases in expenditure under these 
heads. But government spokesmen have 
been repeatedly pointing out that the 
outgo from the exchequer in respect of 
relief operations may be anything up to 
Rs 400 crores against the budget esti¬ 
mate of Rs 150 crores. As regards food 
subsidies, the sale of an additional three 
million tonnes of foodgrains might have 
involved the government in a loss of 
Rs 75 crores even allowing for lower 
interest charges arising out of low butfer 
stocks. The addition to the salary bill 
may be around Rs 50 crores. These 
three heads alone will thus be responsi¬ 
ble for an increased level of expenditure 
of Rs 375 crores. As there might be 


also an increase in disbursements in other 
directions, the union Finance Minister 
will be obliged to find additionally 
Rs 450-500 crores assuming that there 
would be no serious J&ortfall in Plan 
outlay. 

It has not been difficult however so 
far to meet the additional commitments 
though the expected improvement in the 
financial position has not materialised 
even after three tranches of open market 
borrowing. But there is reason to believe 
that the overall deficit ofRs 242 crores 
for 1972-73 may not materialise in spite 
of the unexpected overruns, in non-Plan 
and Plan outlays. There may of course 
be technically a larger overall gap be¬ 
cause of the adjustments relating to 
unauthorised overdrafts of the states. 
However if it is remembered that the 
transfer of liability of the states during 
the week ended May 5, 1972 was as much 
af Rs 650 crores, it can be said that there 
had been a net increase in deficit financ¬ 
ing only if a total of Rs 900 crores gross 
was exceeded. 

On the basis of available data, there 
should actually be a net reduction in 
overall deficit on an adjusted basis when 
the revised estimates for 1972-73 are 
presented to Parliament as compared to 
the budget estimates for the same year. 
The details relating to tax revenues for 
the fust eight months of 1972-73 indi¬ 
cate that customs revenues may be higher 
by over Rs 80 crores in a whole year 
as compared to the budget estimates, 
the actual collection in the eight month 
period under reference being Rs 541 
crores against Rs 422 crores in the corres¬ 
ponding period in 1971-72. The budgdt 
estimate for the whole of 1972-73 places 
revenue at Rs 722 crores. It is not likely 
however that the estimate of Rs 2475 
crores in regard to excise duties will be 
exceeded. There has however been bris¬ 
ker and better collections of corporate 
taxes and with the satisfactory experience 
of the sugar, cotton textile and miscel¬ 
laneous industries it is probable that 
actual collections will be around Rs 650 
crores against the budget estimate of 
Rs 494 crores. Likewise, the estimate 
pertaining to income-tax receipts may 
record an improvement of Rs 40 crores 
over the budget estimate of Rs583 crores. 
Wealth Tax collections too may fetch 
additionally Rs 20 crores. Thus even 
on a conservative basis buoyancy in tax 
revenues may fetch for the exchequer an 
extra Rs 300 crores. 

On capital account also the develop¬ 
ments have been quite satisfactory des¬ 
pite a shortfall in aid receipts. The 
borrowing programme for the year has 
been extremely successful as on all the 
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three occasions the new loans and re¬ 
issues were over-subscribed. The gross 
amount raised including the funding 
operation in respect of a maturing loan 
Was roughly Rs 760 crores. Allowing for 
repayment of maturing loan the net 
amount borrowed was Rs 460 crores, 
against the budget estimate of Rs 215 
Crores. The collections under the small 
savings campaign as well might have 
been helpful in securing additionally 
Rs 50 crores. Making the necessary allo¬ 
wances for a reduction in foreign aid, 
the improvement in capital budget re¬ 
sources would be at least Rs 200 crores. 
It will therefore be clear that the new 
difficulties have not landed the central 
government in a sad predicament and 
compelled it to resort to additional 
deficit financing. There should actually 
be a net decline in the anticipated over¬ 
all deficit by about Rs 50 crores and 
much more if the government can take 
advantage of the easy conditions in the 
money market and make fresh reissues 
for Rs 100 crores*. This operation will 
probably be necessary in order to obviate 
even that small quantum of deficit 
financing which may take place because 
of the accentuation of inflationary pressu¬ 
res due to a high level of expenditure 
and lower agricultural production. 

The budgetary position of the central 
government has not therefore been 
impaired by the unprecedented level of 
Plan and non-Plan expenditure. There 
would have been justification for thinking 
in terms of additional taxation or mobili¬ 
sation of larger resources in 1973-74 only 
if there were signs of imbalance and ex¬ 
cessive creation of currency. There are 
none so far. The gross tax revenues for 

1972- 73 may be nearly Rs 4700 crores 
against the estimate of Rs 4412 crores 
and on the basis of existing taxation the 
total may exceed even Rs 5000 crores in 

1973- 74. The collections under excise 
duties particularly can be easily Rs 3000 
crores in a full year if only there is an 
improvement in agricultural and indus¬ 
trial production. 


provement in the efficiency of the public 
sector units, the exchequer will actually 
be having no problem of mobilising re¬ 
sources on the desired scale on capital 
and revenue accounts. There will be 
continued buoyancy of tax revenues under 
normal conditions while it will again be 

Labour scene 
in West Bengal 

tiil government of West Bengal has re¬ 
cently launched a publicity campaign 
through advertisements in the newspapers 
to highlight what it describes as “a strik¬ 
ing recovery” on the West Bengal labour 
front. The government has asserted that 
labour has fc< nevcr been an inhibiting 
factor for industrialisation of the state”. 
It points out that labour unrest in the 
late sixties was the result of “a deep in¬ 
dustrial recession” and that it was not 
the cause. It claims that with the return 
of political stability there has been a 
“marked improvement” in industrial 
relations. The government has given the 
following statistics to prove its point: 


Year 

Closure 

Strike 

Lock-out 

Gherao 

1967 

123 

232 

206 

811 

1968 

140 

268 

149 

30 

1969 

183 

766 

128 

517 

1970 

322 

678 

128 

60 

1971 

143 

225 

122 

20 

1972 

151 

217 

152 

32 


But do these figures really indicate a 
substantial improvement in the labour 
situation? For example, in 1972 there 
were 151 closures compared to 123 in 1967 
and 140 in 1968. In 1972 there were 217 
strikes against 232 in 1967. The number 


possible to attempt net borrowing of 
even Rs 500 crores. Mr Chavan has 
therefore a good opportunity for adopting 
a constructive approach and giving the 
much needed push to the economy when 
presenting his new budget proposals for 
1973-74. 

of lock-outs in 1972 was 152 compared 
to 149 in 1968 and the number of gheraos 
32 against 30 in the same period. In the 
light of these facts, can the government 
argue that there has been “a striking 
recovery”? 

Mr Siddhartha Shankar Ray’s 
anxiety to placate and pamper labour 
is, of course, understandable. But 
in doing so, his government should 
not ignore and distort facts. While 
the labour situation in West Bengal 
has improved, it is certainly not as good 
as it ought to be. This will be clear from 
the fact that on January 9, this year, the 
West Bengal cabinet approved an ordi¬ 
nance, prohibiting strikes and lock-outs 
in connection with any industrial dispute 
for the maintenance of public order, 
supplies or services essential to the life 
of the community or for maintaining 
employment. The cabinet also approved 
another ordinance to amend the Trade 
Union Act. According to this amend¬ 
ment, a trade union cannot apply for 
registration unless it has at least 20 per 
cent of employees of a concern as mem¬ 
bers or has a mambership of 1000 which¬ 
ever is less. Explaining the need for such 
measures the Chief Minister said that 
industrial relations in West Bengal were 
“not good” and that there was ‘*a lot of 
indiscipline” among trade unions. 

The stale government’s proposals to 
amend the Industrial Disputes Act 
and the Trade Union Act met with 
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The union Finance Minister should 
not therefore find an excuse for levy¬ 
ing fresh taxation on the plea that 
two years of unexpected strain have 
had a debilitating effect on centre’s 
finances. After the repeated heavy doses 
of taxation in the past several years it 
will be a helpful gesture if Mr Chavan 
has a tax pause and even agrees to grant 
specific incentives aimed at stimulating 
savings and investment. If there is a 
normal agricultural season and an im- 


* Three central loans for Rs 45 crores have 
been issued since this article was written. For 
details please see our feature ‘Trade Winds.* 


FEBRUARY 6, 1948 


Fcbrury 4, 1948. will remain a memorable 
day in the history of Ceylon. On that proud 
day, after a lapse of 132 years, the historic 
Lion Flag, proclaiming jh<* independence of 
this small but ancient land, replaced the Union 
Jack. The whole world, and Asia in particular, 
will i c jo ice that one more country has been ad¬ 
mitted to the family of free nations. It is a 
small country, with a population of 61 millions. 
But the Sinhalese have a distinct culture and 
numbers are not everything—since there is now 
the example of Australia which Dr. Evatt has 
put on the world map. The grant of freedom 


to this small people is a triumph of the irresistible 
force of historical developments and a recog¬ 
nition of the fundamental right of a people to 
govern itself. It is not without significance 
that within a few years of the oft-quoted remark 
of Mr Winston Churchill, expressing implac¬ 
able opposition to the liquidation of the British 
Empire, Britain, conscious of the full impact 
of the post-war forces of liberation and demo¬ 
cracy as also of the far-reaching implications 
of the predicament in which she is placed, 
voluntarily invested one of her dependencies 
with the status of a Dominion. 
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strong opposition from the workers* 
organisations. The associations of 
employers also did not seem to be 
enthusiastic about these measures. The 
union Ministry of Labour is reported to 
have been not happy with the provisions 
of the ordinances or convinced about the 
need for acting urgently and hastily in 
this matter. For these reason the state 
government at present does not appear 
to be in a mood to go ahead with these 
schemes. It is, indeed, unfortunate that 
both the Chief Minister and the state 
Labour Minister attempted to tackle the 
problem of improving labour relations 
in a rather amateurish manner. There 
was not reason why the state government 
did not first have these proposals care¬ 
fully considered in consultation with the 
representatives of employers and workers 
through the Labour Advisory Board or 
other forums. It is, of course, doubtful 
if even with prior consultation, the govern¬ 
ment could have secured the prompt 
support of labour and management. But 
such an approach would have been more 
democratic and would have helped to 
examine the proposals objectively. 

The problem of improving industrial 
relations in West Bengal has become 
more complicated because of the existence 
of numerous trade unions many of whom 
do not have a large following or effective 
influence, The National Commission on 
Labour commented on this situation in 
West Bengal as follows : 

. as many as 73.2 per cent of the 
unions had a membership below 300 in 
1964-65 and accounted for only 12.4 per 
cent of the total membership. At the 
other end, only about 131 unions repre¬ 
senting 1.7 per cent of the total number 
of unions had a membership of over 
5000 each; and these accounted for 
47.8 per cent of the total membership. 
The data indicate that the unions are too 
small to be viable and have little follow¬ 
ing. We do not have later statistics but 
indications are that the situation has not 
substantially changed in this respect’*. 

The problem arising from the multi¬ 
plicity of trade unions was discussed at a 
seminar organised by the Indian Chamber 
of Commerce, Calcutta, on January 17, 
this year. Mr R. B. Shah, the Cham¬ 
ber’s President, said that the existence 
of many unions in the same establish¬ 
ment had resulted in indiscipline, vio¬ 
lence, and industrial unrest. He pointed 
out that the almost constant pull and 
pressure from various directions by so 
many unions with competing promises 
has affected industrial relations and the 
management and workers, having got 
involved in unnecessary disputes, lose 
sight of the major objective. of increased 


productivity and improvement of the lot 
of an industrial enterprise'*. He rightly 
pointed out that an increase in the 
number of political parties with a desire 
to extend their influence in the 
labour field was perhaps the biggest 
single factor responsible for the growth 
in (he number of trade unions in the 
country ; and this had been aggravated 
by political changes in the state. The 
participants in the seminar included Mr 
Sandip K. Sen, Management Consul¬ 
tant, Mr Indrajit Gupta, Member of 
Parliament, Major J. Sen Gupta of 
Jardineand Henderson. Prof. Nitish De 
of the Indian Institute of Management 
and Mr. N.C. Kundu, Additional Labour 
Commissioner of the government of 
West Bengal. 

There was a consensus in the dis¬ 
cussion about the consequences arising 
from the multiplicity of unions but 
no one seemed to be quite clear as to 
how exactly it should be tackled. One of 
the participants frankly said that 
employers would have to live with 
multiple unions for a longtime. But 
even so, something ought to be done 
either through legislation or pressure of 
public opinion to mitigate the mischief 
caused by inter-union rivalries. For 
instance, in West Bengal, some ministers 
continue to be the office-bearers of trade 
unions. Sometime ago, the Chief 
Minister was reported to have called 
upon his cabinet colleagues to give up 
their trade union posts but they do not 


Indecision and 
insecurity 

It is symptomatic of the prevailing dis¬ 
torted sense of values that the public, no 
less than the powers-that-be, should be 
more preoccupied with rags than with the 
future of the Indian woollen industry as 
a whole. After all, according to avail¬ 
able statistics, that section of the woollen 
industry which uses rags, namely the 
shoddy section, accounts for only 22,563 
spindles of the total installed capacity of 
the entire woollen industry of 2,45,941 
spindles, or less than 10 per cent, and yet 
one hears and reads more about rags than 
about the other admittedly more serious 
aspects of the woollen industry in the 
country today. 

- Take, for example, the question of raw 
wool prices. Whereas other countries 
importing raw wool, such as Japan, are 
feeling greatly concerned over the sharp 
uptrend in raw wool prices, being cons¬ 
cious that such would adversely affect 


seem to have complied with this request; 
and Mr Ray himself does not appear 
keen to pursue this matter. 

It will be recalled that the National 
Commission on Labour had made cer¬ 
tain proposals for the development of 
trade unions on sound lines. These weYe t 
elimination of party-politics and out¬ 
siders by building up internal leadership; 
promotion of collective bargaining thro¬ 
ugh recognition of sole bargaining agents; 
improving the system of union reco¬ 
gnition; encouraging union security; and 
empowering labour courts to settlb 
intra-union disputes. These recommend 
dations, however, have been couched in 
general terms and their implementation 
has not been attempted seriously. But* 
the time has now come when some con¬ 
crete and effective steps have to be taken 
to improve industrial relations so that la¬ 
bour can contribute its best to the coun¬ 
try’s economic growth. In West Bengal 
particularly, which has suffered from i 
prolonged industrial stagnation, the need t 
for some discipline on the labour front 
has become imperative to promote the 
state’s rapid revival. The West Bengal 
government, is of course, right in saying 
that labour in the state is skilled and 
intelligent and that a conscientious work¬ 
ing force is an asset to the entrepreneurs. 
But the major problem is how to prevent 
labour from being exploited by unsyn»» 
pathetic employers on the one hand and 
by unscrupulous politicians, on the 
other. 


both domestic consumption and exports 
of woollen goods and striving their ut¬ 
most to ensure supplies, India seems still 
undecided as to whether or not to allo¬ 
cate adequate foreign exchange to import 
all the raw wool requirements of the 
indigenous woollen industry. 

The recent notification of the 
Textile Commissioner informing the 
industry of the allocations received 
against the October 1972-September 
1973 period places only Rs 15 crores 
at the disposal of the industry, and it 
is not known what the government 
has done in the matter of additional 
allocation of foreign exchange prayed for 
by the industry in view of the heavy rise 
in raw wool prices. (This is against the 
supposed availability for both actual 
users and for export promotion licence 
for import of wool for the current year 
(1972-73) of Rs 20.5 crores, but 
the industry has estimated the re¬ 
quirement at Rs 42 crores even for 
maintaining, let alone increasing, the last 
year*s level of working). Nor does one 
know of what special and urgent arrange- 
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ments. if any, the Slate Trading Corpora¬ 
tion (STC) has made to cut short proce¬ 
dural difficulties and secure early imports 
of raw wool. The government has also 
not made known its decision in regard to 
the request of the industry to allow 
endorsements in the latest allocations up 
to 40 per cent synthetic fibres except poly¬ 
ester at the discretion of the woollen mills. 

One can understand the customary 
sluggishness of the authorities to he 
awakened and to bestir themselves by the 
occasional “cry wolt" outbursts ot this 
industry or that industry, but surely that 
is not "the case with the cry for help of 
the Indian woollen industry presently. 
If, despite this, they are inclined, as 
they are often wont to, not to place 
complete credence on what spokesmen of 
the industry have to say, they can take 
their cue from their own STC’ publica¬ 
tions. Tne latest Raw Wool RcvL-w for 
the period ended December 31, 1972 
Issued by the statistical branch of the 
STC confirms the representation of the 
woollen inteiests about rising wool 
prices. The most recent estimate of the 
shorn wool clip for the 1972-73 season 
from Australia, according to it, is two per 
cent lower than the clip forecast m July 
and is placed at 694.9 million kgs which 
is about 16 per cent lower than the quan¬ 
tity received in the 1971-72 season. At 
the end of December, 1971, according to 
the same source, the price of raw wool at 
the Australian auction lloor was only 48 
clean pence per kg . whereas, on Decem¬ 
ber 15. 1972. “it had shot up to 137 
clean pence per kg (The clean Cl! 7 long 
wool price for January, 1973 is believed 
to be 250 new pence per kg.) 

Bui high prices of raw wool are only 
a part of the tale o! woes of the Indian 
woollen industry. The industry pays 
import duly on raw wool/wool tops and 
synthetic fibres, (its raw mutciiuK) and 
excise duty on wind lop, s nlhctic fibres, 
wo;sled, woollen and shoddy yarns, tciy- 
wool \arn and woollen and tervwool 
fabrics, and these duties have been under¬ 
going change^ (that is. increases) almost 
year after year since 1961. As a result, 
the excise duly on pol>csler/n>lon fibres 
payable by the industry is estimated io 
have gone up by oxer 1000 per cent and 
that on tervwool yarn fiom 121 percent 
to 27S per cent. Oxei and ahoxe these 
is the customs duly mi b '«h raw wool 
and polyester and other sxnihetic fibres, 
the former being subjected in customs 
duly for the first time in 1971- 2, and the 
latter having risen by 85 per > ent oxer the 
past six U'aiv An idea ol ihe on arm uts 
extent of the hike in excise duty may be 
had if the incidence per kg. is indicated 

The excise duty *'ii po|\ ester mlon fib¬ 
re. tor instance, has gone up from R> 2.67 
per kg. to Rs 30 per kg. (1972)! With 


such a heavy burden of excise and cus¬ 
toms duties (topped by the latest rises in 
raw wool prices, on the one hand, and 
the mounting cost of production, thanks 
to increase in wages, allowances bonuses 
and what not, on the other), it is not 
surprising that the Indian woollen indus¬ 
try has been finding it extremely difficult 
to maintain the production as well as to 
augment exports. If this higbiy unsatis¬ 
factory state of affairs is to be set right, 
it would appear, there is no other alter¬ 
native to a sizeable reduction in the 
excise duty and a complete abolition of 
the customs duty payable by the woollen 
industry. 

Lxasperated by the brewing crisis and 
the growing public outcry against the 
industry for the high prices of woollen 
goods, the All India Woollen and Textiles 
Association decided to hold a onc-day 
consumer-dealer symposium and, in 
fact, held it in the capital recently, to 
appraise the public about how the high 
prices had been brought about. The 
experiment was notable and welcomed 
by the consuming public which appre¬ 
ciated the plight of the industry. How¬ 
ever, as Mrs Subhadra Joshi, MI\ 
stated at this symposium, what is more 
pleasing to the consumer is a tangible 
benefit in the form of a cut in the price he 
or she has to pay for the woollen cloth. 
Another consumer suggested that the 
cost structure of the industry should be 
gone into by an independent agency like 
the Tariff* Commission or the Bureau of 
Industrial Costs and Prices, (he did not 
add that the government, in turn, should 
accept their recommendations this it 
docs not do quite often) as also a market 
research study. Some others, especially 
in official circles, seem to feel that a 
possible solution lies in augmenting the 
production of mixed goods, by reason of 
the growing use of polyester fibre in the 
woollen industry. 

The last of these is certainly worth 
some examination. What is the position 
today? Presently, of the total production 


of woollen fabrics, about 50 per csnl is 
in the form of blended fabrics, *while 
about 20 per esnt of the production of 
knit-wears is blended with synthetic 
fibres. It is only during the last five Or 
six years that the use of polyester fibre 
in the woollen indust y has gained 
momentum, and it is possible that, with 
the installation of additional polyester 
plants in the country, the woollen indus- 
try would have more polyester fibre 
available even locally and further aug¬ 
ment its utilisation. And the industry 
too could be depended upon to strive its 
best gradually to change over to more 
and more blended good’s production, if 
the government makes it worthwhile for 
the industry to do so by offering some 
relief in the excise duty levied on synthe¬ 
tic fibres produced in India. But the 
problem is : will the market absorb it? 

Surveys by the industry have made it 
abundantly clear that the market cannot 
and does not absorb more than a certain 
percentage of mixed fabrics, mainly 
because of climatic considerations. For 
instance, the cold regions of northern 
India require only all wool fabrics and 
all wool knit wears. Moreover, public 
opinion influenced by pollution issues, 
would also appear to be swinging more 
in favour of natural products. And even 
the latest ready-to-wear and fabrics shows 
seem to have voted in favour of more 
durable fabrics like pure wool fabrics 
than quick fashion and mixed fibre 
dresses. This means that, even from the 
point of view of exports, greater reliance 
must be placed on all wool goods. And 
if exports arc to reach Rs 50 crores as 
the industry hopes and this is not an 
unduly ambitious target, considering 
that our exports of woollen goods have 
ris.m from just Rs 13 crores in 1960-61 
to Rs 35 crores in 1971-72 more wool 
(about 27 million kgs of fine wool dean 
basis are required to keep three shifts 
working) must be imported and the 
government must provide the foreign 
exchange required for it. 
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POWTS Of VIEW 

Public sector in — 

petroleum refining 


I 

The Setting 

Di VfcLOPlNG roi’NTRirs, participating 
in the seminar, i.e. countries 
which are net petroleum importing 
countries (in which sense the term deve¬ 
loping countries is being used in this 
paper), in spite of their great diversity, 
share common energy problems. And 
petroleum being the most flexible energy 
source, there is necessarily a commona¬ 
lity in their problems. Industrialisation, 
agricultural development, and the grow¬ 
th of the infrastructure that must pro¬ 
ceed simultaneously, require rapid 
growth in energy consumption. Deve¬ 
loping countries as a general mle have 
a shortage of indigenous energy resour¬ 
ces either because of the non-availability 
of local raw materials or absence of 
sufficient exploratory effort, or because 
of their inability for want of financial 
resources or technology to utilise the 
locally available materials. Again, most 
such developing countries are short of 
foreign exchange which is the only way 
•of importing energy resources, particu¬ 
larly petrol Till recently at least, the 
petroleum sector of these countries has 
been dominated by private, and mostly 
foreign, oil companies. 

The world petroleum situation did 
not give cause for anxiety till recently, 
and competent observers were confident 
■on two counts: one that new discoveries 
and production were likely to outpace 
the growth in demand, and secondly, 
that petroleum prices will tend to fall. 
In the last less than three years this 
situation has changed drastically, and 
widespread concern is being expressed 
over long-term availabilities. The prices 
have been rising steadily, and further 
steep increases have been forecast. While 
the perspective for the remaining years 
of this century will be dealt with in 
:great detail in a subsequent chapter, 
the implications of these developments 
for the developing countries who are 
importers of petroleum are quite obvi¬ 
ous. These countries, seeking rapid eco- 
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This is the text of the paper 
read bv Mr P. K. Oave, Additional 
Secretary, Union Ministry of 
Petroleum and Chemicals, at the 
U. N. Seminar on Petroleum 
Refining in the Developing Coun¬ 
tries, which was held in 
New Delhi from January 22 to 
February 3. 
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nomic development consistent with eco¬ 
nomic and political independence, arc 
faced with hard decisions in the petro¬ 
leum field. They have to ensure not 
only the minimum outgo in foreign ex¬ 
change but also security of supplies. 
They have to see that the pace of growth 
in energy as a vital component of the 
developmental effort, is not halted and 
that cartelisation of oil producing coun¬ 
tries or the oil producing companies 
docs not harm their economic develop¬ 
ment. 

II 

Historical Background 

Historically, petroleum has pci haps 
been the largest single commodity of 
world trade chat has been the subject 
of monopolistic exploitation. A limited 
number of large companies succeeded in 
establishing control over the world’s 
crude oil, maintained their costs at a 
low level, succeeded in denying reason¬ 
able returns to the countries where the 
crude oil was produced, secured captive 
outlets for the crude oil and created 
relatively non-competitive retail mar¬ 
kets both in the developed and the deve¬ 
loping countries. Until at least the end 
of World War II. the developing coun¬ 
tries were merely treated as product 
markets by the major oil companies 
who brought in low-cost products from 
their large refineries in the USA, the 
Middle East and Venezuela. The mar¬ 
kets of these countries were relatively 
small, technology was not sufficiently 


developed and motivation for economic 
growth and self-reliance was feeble. 
After World War II, however, the situa¬ 
tion changed rapidly and over the last 
25 years or so the picture has altered. 
Large areas (if the world broke away 
ii'om colonial domination, and political 
and economic nationalism developed 
into a strong force. Demand patterns 
of petroleum products started changing 
rapidly and exploration and production 
of crude oil received a spurt. The trend 
soon changed fiom relining of petroleum 
in major producing countries, to refining 
in the centres of consumption. This 
trend has continued steadily till now. 
However, a recent development is for 
the establishment of export refineries 
both in the producing countries and in 
some developing countries lying favou¬ 
rably on the tanker highways on the 
routes to large consumption areas. The 
reason for this partial reversal is two¬ 
fold: first, the desire of some of the de¬ 
veloped countries to prevent ecological 
pollution by importing the less pollu¬ 
tant petroleum products rather than 
producing them from the more pollu¬ 
tant crude oil: secondly, the desire of 
the oil exporting countries to acquire 
a share of the processing profits and 
simultaneously a greater control over 
the petroleum economy. 

Ill 

Role of Governments 

Among the developing countries. La¬ 
tin America has, perhaps, the earliest 
experience of Governmental supervision 
in the petroleum field. Argentina had its 
Yacimientos Petroliferos Fiscales (YPF) 
dating back to 1922. In 1941, a law 
was promulgated requiring approval by 
“executive power” of refining opera¬ 
tions including the construction of new 
units and the enlargement and modifi¬ 
cation of the existing ones. In Bolivia 
the petroleum industry became a vir¬ 
tual State monopoly in 1936 through 
independent Governmental agencies 
controlling transportation, distribution 
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and marketing of petroleum, ana pei- 
jroleum exploration and development. 
In Brazil, Government monopoly was 
installed in 1 (, 5> and private refining 
and pipeline and lunkci transportation 
of petroleum were limited to facilities 
already then existing. 1 xploration and 
production wcie made a complete mo¬ 
nopoly of the Stale. I lie Government 
monopoly. Petrohras ha* si number of 
special privileges, exchange priorities 
and access to local and foreign financial 
resources. 

In Mexico an expropriation law was 
enacted in 1936 authorising the taking 
over the property fo«- public use. In 
1938, a decree was passed expropriating 
all propci lies and installations of 17 
British and US petroleum compa¬ 
nies. According to a law enacted in 
1958, all remaining concessions to pri¬ 
vate interests for production, refining 
and distribution of petroleum and gas 
products wcie cancelled. New contracts 
with private linns for drilling and other 
oil mailers on a peiccntage-of-produc¬ 
tion basis were prohibited, only a fee 
basis being used for futuic contiacts. 
Under the legislation, the Government 
asserts control over base stocks tor the 
IKJtrochemicals industries, and provides 
for the total nationalisation of the oil 
industry by cancellation of confirmatory 
concessions, i.e. oil rights confirmed prior 
to the constitution of 1917. Since 
1960 Pelromcx enjoys the privilege of a 
single tax rate of 12 per cent calculated 
on its gross income without any deduc¬ 
tion. 

regulated industry 

In Paraguay, regulation of the oil 
industry from exploration to refining 
was introduced b> law in i960. The law 
reserves ownership of all mdrocarbon 
deposits to the Stale and regulates the 
operation of companies, national or for¬ 
eign, on the basis of their technical and 
financial competence 

The Philippines Constitution of 1935 
limited the development ol pettoleum 
U> Filipinos or to corporal ions having 
at least 60 per ccnl local capital. By a 
special agreement of 1955, however, ci¬ 
tizens of the United Slates could par¬ 
ticipate on equal basis with I iiipinos. 
International companies may establish 
refineries in the Philippines for the 
purpose exclusively of refining Wicgn 
crude irrespective of the citizenship re¬ 
quirements. For the purpose of refining 
locally produced crude, a refining con- 
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cession must be obtained subject to the 
citizenship and reciprocity requirements" 

In Turkey a Government decree of 
1963 guarantees a market for all pro¬ 
ducts refined from indigenous crude and 
requires that products from imported 
crude could be released by grant of 
licences only if products derived from 
Turkish crude were not available, this 
decree enabled the Slate-owned Turkish 
Petroleum Corporation to sell its surp¬ 
luses to other companies marketing in 
Turkey. 

In Burma the Government announced 
in 1962 the nationalisation of all private 
business and a law for this purpuse was 
enacted in 1963. The entire oil industry 
lias accordingly been nationalised. 

in Thailand the Industrial Invest¬ 
ment Act was revised in 1962 to encou¬ 
rage private investment guaranteeing 
among other things, liberalised foreign 
remittance privileges, no competition 
from the Stale oi action for nationalisa¬ 
tion. 

In Ethiopia there is no oil law but 
regulation originates with the Emperor. 
T he refinery is owned by Government. 

joint ownership 

in Ghana. Malagasi. Kenya, ivory 
Coast, Tanzania and Sudan, the refine¬ 
ries are jointly owned by Government 
and private oil companies. 

The patterns of ownership of refine¬ 
ries in certain developing countries on 
the basis of such information as was 
available to the author are shown in the 
Appendix. Broadly, the patterns are of 
three different kiiuls:- 

(a) Refine; y owned jointly by the 
Government and one or more 
foreign oil companies with the 
crude oil either being local crude 
or being bought by the govern¬ 
ment within the framework of 
commercial agreements. 

(b) Refinery being run by an oil 
company on a processing fee 
basis for the government, which 
in turn, sells the products to the 
local markcling companies, who 
have no role in the supply of 
crude oil. 

(c) Refinery owned 50:50 by the 
government and an oil company 
operating on a processing fee 
basis with the marketing compa¬ 
nies supplying their own crude 
oil and distributing the products. 

In the above cases, generally speak- 
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ing the refinery is allowed to make a 
fixed per cent return on its investment, 
the actual percentage being fixed by the 
government. Where a processing fee is 
charged to the government or’ to the 
marketing companies, this is generally 
based again on a cost plus basis with 
an agreed return on the investment for 
the owners of the refinery. 

In India, as early as 1928 the Presi¬ 
dent of the Taritr Board, advocated 
strongly the case for an oil refining 
industry based on imported crude but 
the suggestion went unheeded. From 
the point of view of the oil majors ope¬ 
rating in the country, their own refine¬ 
ries situated in the USA. Iran and the 
Far East were capable of supplying 
India’s relatively small demand. Follow¬ 
ing the country's freedom from colonial 
rule in 1947. in common with other oil 
importing countries, in India also there 
was a strong trend to ouild indigenous 
refineries in order to replace product 
imports. In 1948, by an Industrial Policy 
Resolution, the Government of India 
placed the future development of the 
oil industry, along with certain other 
basic and strategic industries, in the 
public sector with the stipulation that 
‘ when, in the national interest, the state 
itself finds it necessary to secure co¬ 
operation of private enterprise-sub¬ 

ject to such control or regulation as the 
central government may prescribe” ex¬ 
ceptions may be permitted. T he resolu¬ 
tion also kept open the question of ac¬ 
quisition by the Government of impor¬ 
tant industries, including oil. after ten 
years. 

Indian experience 

In 1949, the oil companies of Britain 
and the United States which were ope¬ 
rating in the Indian market, were invi¬ 
ted to send a technical team to India 
to study the cost conditions of a refinery 
project. The technical team reported 
quite promptly that such a project 
would cause heavy loss and that they 
would be prepared to consider a requ¬ 
est for building two refineries only if 
they were allowed to sell the products 
at a price 10 per cent above the world 
parity price. The government turned 
down the proposal which was not pur¬ 
sued for some time. But within two 
years the major companies seem Vo have 
realised their mistake and came for¬ 
ward with proposals to build refineries 
quite contrary to their earlier prognosti¬ 
cation. It is quite possible that this 
quick change of policy was to some ex- 
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tent influenced by the developments in 
Iran, where the Mossaddeque govern¬ 
ment took over the 25 million tonne 
giant refinery at Abadan. Three refine¬ 
ries have since been set up by foreign 
oil companies ia India, one each by 
Burmah Shell and Esso at Bombay, and 
a third at Visakhapatnam by Caltcx. 
Their present throughputs of crude per 
annum are 3.75, 2.7 and 1.25 million 
tonnes. In the circumstances ihcn pre¬ 
vailing, these companies got away with 
highly advantageous terms in their ag¬ 
reements with the government, for ex¬ 
ample, the right to bring in their own 
crude at “world prices” without any 
provision for testing their competitive¬ 
ness; the pricing of products on the 
basis of landed costs of products; a 
guarantee against nationalisation for a 
period of 25 years and thereafter free¬ 
dom to repatriate investments and 
loans if they were nationalised. 

state's responsibility 

The Industiial Policy Resolution 
which came in 1956, laiJ the founda¬ 
tions of a national oil industry in the 
country and put petroleum in the cate¬ 
gory of industries whose “future deve¬ 
lopment will be the exclusive responsi¬ 
bility of the Stale.” This does not pre¬ 
clude the expansion of the existing pri¬ 
vately owned units or the possibility of 
the State securing cooperation of pri¬ 
vate enterprise in the establishment of 
new units in the national interest. This 
policy was enunciated in the following 
background: 

“....the adoption of the socialist 
pattern of society as l he national 
objective, us well as the need for 
planned and rapid development, 
require that all industries of basic 
and strategic importance or in the 
nature of public utility service, 
should be in the public sector.” 

With the discovery of oil deposits in 
Assam, the Government of India set up 
the first public sector refinery at Gau- 
hali with Romanian collaboration in 
1962, with an initial processing capacity 
of 0.7 million tonnes. The second public 
sector refinery was set up with Soviet 
■collaboration at Barauni with an initial 
annual processing capacity of two mil¬ 
lion tonnes in 1964, and the third refi¬ 
nery was set up in 1965, again with So¬ 
viet assistance, in Gujarat where new 
crude oil discoveries were made. The 
present refining capacities of these three 
refineries are of the order of 6.80 million 
tonnes per annum. 

In 1964 the refineries and marketing 


operations for which initially two pub¬ 
lic sector companies had been floated 
were merged and the Indian Oil Corpora¬ 
tion was created. In 1966. another pub¬ 
lic sector refinery camp into operation 
at Cochin with 52.6 per cent Govern¬ 
ment share, 24.6 per cent foreign capital 
(Phillips Petroleum) and the remainder 
in the form of public share holdings. 
This refinery had a capacity of 2.5 mil¬ 
lion tonnes which is being expanded to 
3.35 million tonnes in early 1973. In 
1969, another public sector refinery was 
set up at Madras with 74 per cent gov¬ 
ernment share and 26 per cent foreign 
capital (NIOC of Iran and AMOCO). 
A Lube Refinery was set up with a gov- 
ernment-Esso participation of 50:50 
with a capacity of 164,000 tonnes of 
lube ba.se oils and transformer oil base 
stocks per annum in 1970. This refinery 
is being expanded to produce 32.000 
tonnes of carbon black feedstock as a 
by-product. 

Another public sector refinery is 
under construction at Haldia with a 
capacity of 2.5 million tonnes per an¬ 
num with foreign collaborators provid¬ 
ing foreign exchange loans in return for 
a long-term crude supply contract. 

As of today, the public sector refine¬ 
ries in India have a total capacity of 
11.8 million tonnes per annum and the 
private sector refineries including the 
very small and old refinery of the Assam 
Oil Company at Digboi. a capacity of 
8.2 million tonnes per annum. The Mar¬ 
keting Division of the Indian Oil Corpo¬ 
ration commands over 54 tier cent of the 
market, the remainder being with the 
private sector oil companies of Burmah 
Shell. Esso, Caltex and the AOC, a 
wholly owned subsidiary of B.O.C. All 
the deficit product imports are canalised 
through the public sector corporation. 

conditional co-operation 

It may be mentioned that in a number 
of instances the establishment of a refi¬ 
nery in developing countries was prece¬ 
ded with negotiation, formal or infor¬ 
mal, between the government and the 
sponsoring oil companies—examples in¬ 
clude Cyprus. Morocco, .Sudan, Kenya. 
Ivory Coast, Pakistan, India, Ghana. 
Rhodesia, Thailand, Nigeria, etc. In 
some other cases. e.g. Algeria und Nige¬ 
ria, the establishment of a refinery was 
a condition of the grant of a production 
licence, or it arose from such condi¬ 
tions. In other cases, refineries were 
built in accordance with specific legisla¬ 
tion relating to refining, e.g. Turkey, 


and perhaps Guatemala. In these 
cases where a specific agreement was 
negotiated with the government, it was 
of course axiomatic that although the 
oil companies obtained guarantees of 
supply and offtake rights, recognition 
of pricing mechanisms, guarantees as 
to foreign exchange, etc., the govern¬ 
ment also obtained a measure of con¬ 
trol, sometimes very limited, over the 
refinery's establishment and operations. 

The author does not have sufficient 
materia] to be able to comment on de¬ 
tails of governmental conlrlo in other 
countries, but it might be useful to consi¬ 
der briefly the Indian experience. 

All refineries whether in the public 
or the private sector, are covered by 
the Petroleum Act with respect to han¬ 
dling of petroleum products in imports, 
transport, storage, production, refining 
and blending. The product specifica¬ 
tions are controlled by standards noti¬ 
fied by the Indian Standards Institu¬ 
tion. Other statutes, in common with 
other industries, are the Companies 
Act, Industrial Disputes Act, Factories 
Act, Indian Trade Union Act and the 
Payment of Bonus Act. 

regulated imports 

The import of crude and its prices 
are regulated informally through con¬ 
sultations with (he importing companies 
and by controlling the allocation of 
foreign exchange. In recent years, 
price escalations by private oil compa¬ 
nies have not been accepted by Gov¬ 
ernment. and in some cases reduced 
allocation.', of foreign exchange have 
been made. The oil companies have, 
however, not reduced their prices but 
have made equivalent reductions in 
their throughputs, the Government 
making up the shortfall by direct pro¬ 
duct imports where feasible. 

Ex-refinery pioduct prices arc deter¬ 
mined on the basis of periodical ex¬ 
pert examination ol all the factors that 
go into such price determination by a 
committee called the Oil Prices Com¬ 
mittee: the last such inquiry was con¬ 
ducted in 1969. Adventitious gains of 
the refineries arising from such factors 
as devaluation national customs duties 
etc. are mopped up by levying non- 
recoverable excise duties which cannot 
be passed on to consumers. 

In the early years, the oil companies 
tended to maintain a product pattern 
so as to maximise profits and to leave 
the deficits to be covered by product 
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imports. However, in recent years, hv 
an informal arrangement government 
has established procedure for product 
planning under which government and 
the reJinertcs. both public sector and 
private sector, sit together and deter¬ 
mine the product pattern from time to 
time within the tangc of flexibility 
available to each refinery, and by this 
means the best product mix in the 
country's overall interest is secured. 
Government can also statutorily regu¬ 
late the production pattern, but the 
need to do so has not ar’sen so far as 
the informal regulation has been ac¬ 
cepted in all cases. 

Apart fiom the above control over 
the entire sector, the public sector refi¬ 
neries. while enjoying financial and 
operational autonomy, remain under 
governmental control and follow the 
policies approved and laid down by 
government. Public sector autonomy 
is inherent in the corporate form of 
organisation, but it does not mean an 
abdication of government's responsibi¬ 
lity and authority, nor does it mean 
abrogation of Parliamentary control. 
New investment above a certain limit 
can only be undertaken with govern¬ 
ment approval. Government also has 
more powers to give directions to the 
companies in respect of their affairs 
whenever it is considered necessary in 
the public interest to do so. Certain 
appointments, e.g. to the post of Chair¬ 
man of the board of directors the ma¬ 
naging director, the functional direc¬ 
tors, part-time dilectors and general 
managers of the constituent units re¬ 
quire prior approval of the government. 
Parliamentary control over the public 
sector companies is fairly extensive and 
is exercised through interpellations on 
the floor of Parliament, debates on 
a particular company or a group of 
companies, debates on Bills and reso¬ 
lutions moved by Parliament Members, 
scrutiny of annual and periodical re¬ 
ports of the companies, debating of the 
audit reports and fairly rigorous and 
searching inquiries by Parliamentary 
Committees such as the Committee on 
Public Undertakings, Estimates Com¬ 
mittee and the Public Accounts Com¬ 
mittee. Investments above a certain 
limit also require tiie prior approval of 
Parliament 

implementation system 

Government control is exercised by 
the Ministry of Petroleum and Chemi¬ 
cals which is responsible for ensuring 


the implementation of statutory provi¬ 
sions and laying down national policies 
in the petroleum sector.. The Ministry 
makes periodical appraisal of the per- 
formance of the public sector refineries 
jointly with the Bureau of Public En¬ 
terprises. This system has been found 
to be useful as it keeps Government 
informed regularly on a systematic basis 
of the important problems faced by 
each company and its performance. The 
Ministry also takes the initiative, in 
consultation with the industry in the 
public and private sectors, and autono¬ 
mous national laboratories like the In¬ 
dian Institute of Petroleum, to formu¬ 
late demand projections for live and 
ten years periods using sophisticated 
techniques. Based on these projections, 
the Ministry prepares, in conjunction 
with the public sector Corporations and 
the national Planning Commission, live- 
year Plans of development of the pet¬ 
roleum industry from exploration to 
refining, processing and distribution. 
At the present moment, the five Year 
Plan, 1*174-75 to 1978-79 is under pre¬ 
paration. It is anticipated that the 
demand will grow from the level of 
25.6 million tonnes per annum in 
1973-74 to 44.6 million tonne*- per an¬ 
num in 1978-7‘f A refinery programme 
of this magnitude is contemplated. 

IV 

Perspective till 2000 AD 

This paper deals with petroleum re¬ 
fining in oil importing countries, but 
for a proper appreciation of the future, 
it is necessary to mention briefly the 
likely impact of the primordial events 
taking place in world energy supplies. 
Wc have noticed earlier that since 1970, 
world crude oil prices have been rising 
steadily. Till recently this lisc was 
more or less restricted to the additional 
tax-take of the OPEC count lies. How¬ 
ever. in the last few weeks a new era 
has emerged with the highly successful 
participation agreements negotiated 
with the oil companies by the OPEC 
countries and a further rise in oil prices 
has been notified. Thus, while the deve¬ 
loping countries were already suffering 
from the cartelisation of the producing 
companies, the OPEC is now emerging 
as a gigantic producers* cartel with the 
objective of exercising ultimate control 
over the supply of the world’s most im¬ 
portant source of energy. Additionally 
the prospects of long-term availabili¬ 
ties of crude oil are by no means bri¬ 


ght. In a recent review these prospects 
have been described as follows: 

* “The world's proved reserves of 
crude oil have risen at about the 
same rate as production during the 
past fifteen years (approximately 
7 per cent per year), but now, as 
several decades ago. widespread 
concern is growing over long-term 
availabilities, partly because with¬ 
drawal rates are beginning to creep 
up and partly because so much of 
the world’s reserves are concentra¬ 
ted in the Middie East As short¬ 
ages become more imminent, the 
industry will incieasingly turn its 
attention to exploration for and 
development of reserves in higher 
cost uieas The cost of production 
at the margin could rise sharply, 
with greater emphasis than at pre¬ 
sent on capital costs rather than 
operating expenses; but both will 
be on an altogether higher plane 
than present-day averages. 

These developments will have im¬ 
portant implications for, inter-alia. 
the financing of exploration and 
development; the capital structure 
of the industry; the institutional 
structure ol‘ the industry; the price 
of oil. They will greatly exacer¬ 
bate the problems arising out of 
the co-existence of low-cost and 
high-cost oil; and acute social and 
political problems will be causal 
by declining production in some 
areas on the one hand, and the 
increasing dependence of large con¬ 
sumers on a dwindling number of 
important suppliers on the other.” 

In the above situation, when the sur¬ 
plus in producing countries is starting 
to disappear and to become localised 
in one or two countries of the Middle 
East, the world crude prices are likely 
to receive a substantial boost not only 
by taxation but also by exploration 
costs; the oil companies’ cartel will 
quite obviously endeavour to neutralise 
the impact of higher taxes, higher cosls 
and the effects of “participation” by 
pushing up prices which may soon 
reach levels well beyond the financial 
capacities of the developing countries. 
Further, elTorts being made by certain 
developed countries, notably the USA 
and Japan to reach preferential oil ag- 

• Exploration in the Petroleum Industry and 
some of its long-term financial implications 
by Francois R. Parra, reproduced in Middle 
East Economic Survey —Vol. XVI, No. 4 
of Nov. 17, 1972. 
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reements with major producing coun¬ 
tries which virtually amount to pre¬ 
emption of the largest available reserv¬ 
es, would tend to deny a reasonable 
share of the world crude oil availability 
to the less affluent countries. 

One may expect that, as is already 
happening, the developing countries 
will endeavour to meet the situation by 
stepping up their own exploration effort, 
on-shore and off-shore, by owner opera¬ 
tions, product-sharing or service con¬ 
tracts, or by joint ventures. The finan¬ 
cial constraints that are likely to conti¬ 
nue for them, however, will slow down 
the pace of such effort and would in 
any case preclude deep water drilling 
or drilling in inaccessible areas. So far 
it docs not appear that the internatio¬ 
nal financing agencies will assist explo¬ 
ratory effort; to the knowledge of the 
author, even development and produc¬ 
tion of crude oil in commercially prov¬ 
ed exploratory drilling has not been 
financed by these agencies. 

These arc indeed forecast* that must 
cause the deepest anxiety among the 
developing countries and unless there is 
a co-ordinated effort at meeting the 
situation the consequences can be very 
fai-reaching. 

V 

Role of the United Nations 

In the above perspective, it might be 
useful to suggest a role for the United 
Nations in support of developing 
countries in a situation of serious diffi¬ 
culties which would cause lasting da¬ 
mage to their economic development. 
The developing countries suffer from 
constraints of financial resources and 
are likely to be faced with serious cons¬ 
traints of crude oil availability. Tech¬ 
nological advances in both exploration 
and refining are no doubt taking place 
and will be accelerated but their avail¬ 
ability to the developing countries is 
likely to remain restricted ar.J expen¬ 
sive. 

As noticed, the exploratory effort of 
the developing count lies acting on their 
own is likely to be insufficient. The 
developed countries on the other hand, 
will tend to pre-empt large reserves, 
slow down withdrawals, diversify their 
sources of energy and insure their ener¬ 
gy requirements over the longest possi¬ 
ble span, in such a situation, it would 
be reasonable to expect the United Na¬ 
tions to step in with an organised effort 
to assist the developing countries to 
maximise their own resources, by inten¬ 
sive exploration; by arranging transfer 
of technology; by the discovery and the 
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utilisation of energy sources other than mediately and, if the author might sug- 

petroleum; and finally, by intervening gest the first step, a special energy stu- 

effectively in the world energy picture so dy should be commissioned to discover 

as to prevent pre-emption of resources, the possible courses of action open to 

cartelisation and technological exclusi- the United Nations in devising solutions 

vism. A beginning should be made im- to this tremendous problem. 

APPENDIX 


Central AmericajCarribbean 

Costa Rica (Limon) — 

Dominican Republic (Nigua) — 
Salvador Acajulla) — 

Asia 

Cambodia (Sihanoukville) — 

Thailand (Sriricha) (TORC) 

Korea (Uisan) — 

Korea (Yosu) — 

Ceylon (Colombo) — 

Africa 

Ivory Coast (Abidjan) — 

Senegal (Dakar) — 

Tunisia (Bizerta) — 

Kenya (Mombasa) — 

Sudan (Port Sudan) — 

Angola (Luanda) — 

Gabon (Port Gentil) 

Nigeria (Port Harcourt! 

Malagasy (Tamatave) — 

Sierra Leone (Freetown) 

Congo (Leopoldville) 

Morocco (Moharnmedia) 

Ethiopia (Addis Ababa) — 

Ghana — 

Tanzania — 

Zaire 


Gulf 85% 
Government 15% 
Shell 50% 
Government 50%> 
Shell Lsso 95% 
Government 5%, 


ERAP 35% 

Government 65% 

Government owned; financed and 
operated by C’haroon Group; uti¬ 
lised by major marketers. 

Gulf 25% 

Government 75% 

Caltex 50%. 

Government 50% 

Government 1 00 %j 


Oil Companies 90% 

Government 10%, 

Oil Companies 90% 

State Bank 10% 

EN1 50%. 

Government 50% 

Oil Companies 50%, (originally 
100 %) 

Government 50% 

BP and Shell 50% (originally 100% 
with Government option) 
Government 50%, 

Petrolina 60%. 

Portuguese Government 33 \% 

Oil companies 75% 

5 Government members of UDEAC 
-5% each (Central African Customs 
and Economic Union) 

Shell and BP 50%c 
Government 50% 

Oil companies ? 

Government ? 

Oil companies 50% 

Government 50% 

EN1 50%; 

Government 50% 

ENI 50% 

Government 50% 

Government 

ENr 100% i 

ENI 50%. 

Government 50% 

ENI 50% 

Government 50% 
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Export pricing 


It is generally recognised that export 
pricing has some distinguishing charac¬ 
teristics, but in the literature ils analysis, 
so far, has typically been carried out 
along the lines of domestic pricing. So 
long as the foreign market is assured or 
competition in terms of price is not severe, 
this procedure seems to be adequate. But 
where an exporter is trying to make an 
entry in the foreign market with a cost of 
production generally out of line with the 
international level, this procedure is not 
satisfactory. Because this is a typical 
situation now prevailing in India, we will 
seek an answer to this problem: how an 
exporter should price his product in order 
to penetrate a foreign market. 

price calculations 

In the conventional analysis of pricing, 
price calculations are made in the follow¬ 
ing way: costs of producing a unit of any 
product, i.e. costs incurred for raw materi¬ 
als, labour, factory overhead, general 
overhead and marketing costs, are calcu¬ 
lated which give the product cost. 
Specific costs for export marketing, viz., 
export documentation, export crating, 
etc., commission to overseas agents and 
profit arc added to product cost and 
subsidy, if any, is deducted. This gives us 
the factory sales price. By adding inland 
freight charges, port charges etc., we get 
the FOB price. According to this line of 
thinking this is the price the exporter 
should quote or charge, flic entire 
calculation never takes into account, 
whether it is possible to market the com¬ 
modity at this price. To incorporate 
this crucial aspect in export price calcula¬ 
tions, we propose to view the problem 
from the reversed angle, i.e., we will start 
with the price which the exporter can 
charge, i.e., the going international price 
and then proceed backward to find out 
whether he can offer such a quotation on 
the basis of his cost considerations. 

In day today business practices, deci¬ 
sions are generally taken on the basis of 
the most easily obtainable data. That is 
why an exporter generally works on the 
basis of average costs and average revenue 
or price. But the use of such data has 
obvious limitations which will be pointed 
out at a later stage: for the present, we 
will start our analysis on the basis of 
average figures. 

Lotus assume there arc two firms: I 


in the domestic country, JI in the foreign 
country. I is the firm trying to enter the 
market of II. The production and mar¬ 
keting characteristics of the two firms are 
specified in the following simple model. 


1 II 


Average costs Acl Ac 2 (1) 

Domestic marketing M 2 (2) 

costs per unit 

Export marketing costs XI (3) 

per unit 

Tariff ad valorem t (4) 

Subsidy S (5) 

as pcrcentange of cost 


We will assume that X 1 -M 2 and 
Ac-/Ac 2. We also assume Ac- Price. 

Under these conditions, the condition 
of entry for firm I becomes, if there is 
neither tariff nor subsidy 

Ac 2 | M2.. Ac I | XI (6) 

If wc introduce both tarilf and subsidy, 
the equation will he 

Ac 2-|-M 2 -Ac I (I -S)fXl j t(Ae 1) (7) 

The equation slates that the difference 
between the average production costs of 
LI and 1, taking into account the subsidy, 
must be greater than the difference 
between the export marketing costs of 1 
plus tariff and domestic marketing cost 
of II. Economic interpretation of this is 
quite simple. The relative disadvantage 
an exporter laces because of the fact that 
he has to pay tariffs as well as to spend 
more on export marketing, must be 
counterbalanced by having advantage in 
production costs. 

additional considerations 

Let us suppose, that Ac 1 is such that 
the above entry condition is not satisfied. 
It is clear that unless some additional 
considerations are then taken into 
account, the exporter can not force an 
entry. These considerations we will call 
“dynamic considerations”. 

Let us assume AFC 1. AFC 2 and 
AVC 1 -AVC 2, where AFC and AVC 
are average fixed and variable costs 
respectively. If the exporter makes his 
calculation on the basis of his present 
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B. Bhattacharyya 


production, these conditions arc satisfied. 
But if he takes into account the increased 
production that will have to be generated 
for exports, these costs relationships may 
as well change. Let us see what will 
happen to AFC. If F is total fixed costs 
and M is the size of the market (defined 
in terms of physical units), the above 

condition AFC 1>AFC 2 may be restat¬ 
ed as If the exporter thinks 

that by making an entry, he will be able 
to capture a certain fraction, say, of k, of 
M2, he should do his cos! calculations on 
the basis of that production level, so that 

Ml n0W bccomes MlTR(M2) and 

F2 F2 

M2 bccomes M2(l-K)-> 
where 

FI . FI 

Ml >> M l-j-k(m 2) (8) 

, *'2 , FI 

and M2 M2(, I — k) 


Similarly, AVC s will also change due 
to a change in the producation level. If 
I and 11 arc operating at points which are 
at the left of the minimum points of their 
respective long run average cost curves, 
the relationship will he 


AVc l > AVC I 
and AVC 2<AVC2 


W 


where bar stands for the post-trade situa¬ 
tion. 


The cumulative effect of these changes 
on the cost functions of both the firms 
may reverse the pre-trade situation of 
Ac 1; Ac 2 and makes the entry possible. 
It is obvious that the changes described 
above will certainly take place, but whe¬ 
ther they will be strong enough to reverse 
the initial condition will depend upon the 
cost and production schedule of the parti¬ 
cular firm. 


We now propose to return to a question 
raised earlier, whether it is justifiable to 
take decision on the basis of average re¬ 
lationships. While expediency may justify 
the use of such data, it has no logical 
basis whatsoever. Any decision, which 
involves optimality considerations, must 
be based on marginal figures. The average 
figures only portray the historical relation¬ 
ship between two variables, but does not 
necessarily indicate the future change in 
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the dependent variable consequent to a 
change in the independent variable. The 
question which confronts a manufacturer/ 
exporter is whether the additional expen¬ 
diture incurred on a certain operation is 
justified in terms of the returns expected 
and only marginal figures provide an 
answer to this problem. It is well known 
that marginal cost is much more difficult 
to calculate. In such a case, average cost 
data may be suitably modified to indicate 
marginal costs. For example, if there is 
reason to assume that the long run ave¬ 
rage cost curve slopes upward to the right 
and the firm is operating at a less than 
optimum level Ac should be reduced by a 
certain amount to make it reflect marginal 
cost. 

marginal cost 

Since marginal cost should be the crite¬ 
rion Jet us restate the basic entry condi¬ 
tion in terms of marginal cost, so that 
equation (7) now becomes. 

Mc2 | M2> Mcl (I—s)+XI~| t(Mcl)(10) 
(wc are assuming that Price- Me) 

At this stage, we will have to intro¬ 
duce another consideration vi/, the 
objective of the firm. This is necessary 
because Me is not a constant term but 
correlated with the production level, 
which is, in turn, correlated with the basic 
objective of the firm. The standard theory 
of the firm suggests that the firm always 
tries to maximise its profits. This need 
not necessarily be the case. The firm 
may have multiple objectives, or a major 
objective subject to the constraint of 
some other objectives. It has recently 
been suggested that a firm tries to ma¬ 
ximise its total sales revenue. This has 
obvious implication for an exporting 
firm we are considering here. Such a 
firm’s objective will rarely be maximisa¬ 
tion of profit. It is more likely to try to 
increase its sales in the market in which it 
has made an entry or is trying to do it. 
If this is the objective the firm is pursu¬ 
ing, marginal costs will be lower than 
would have been the case under profit 
maximisation. This can be proved quite 
easily. Profit maximisation requires 
Me—Mr. Since Me is greater than zero, 
Mr also will be greater than zero, which 
implies additional output will increase 
total revenue. On the other hand, sales 
maximisation requires Mr to be zero. So, 
it follows that the production level at¬ 
tained under sales maximisation will be 
greater than that under profit maximisa¬ 
tion. If there are economies of scale 
which can be derived from a higher level 


of production Me will be lower under the 
second objective. 

Now, supposing even when a firm is 
operating on the basis of sales maximisa¬ 
tion, its Me is such that the entry condi¬ 
tion is not satisfied, the question remains, 
should it quote a price which docs not 
cover its Me, and thereby sustain a loss ? 
Our answer to this question is that before 
arriving at a decision the firm should 
take into consideration two factors. The 
first factor relates to only multi-product 
firms. If a firm has a number of products, 
and one of the products begins to incur 
loss, the firm does not automatically stop 
the production of that product. Instead, 
it tries to foresee what will happen to the 
prices and output of the other products, 
if its production is stopped, that is, two 
alternative situations are to be judged 
before coming to a decision. This theory, 
applicable to a multi-product firm 
operating in a domestic economy, 
applies equally well when it has export 
business. Secondly, in the present Indian 
context, a firm has been offered a number 
of incentives some of which can be 
measured in terms of money, say fiscal 
incentives. These incentives have been 
taken into consideration in our mode). 
But there are other physical facilities 
such as priority in the allotment of raw 


materials. The impact of the easy avail¬ 
ability of essential inputs on production 
and cost is quite significant, and the firm 
can compute the gains, achieved in terms 
of productivity, better utilisation of 
machines etc., and convert it in money 
terms. So, here again two alternative 
situations are to be evaluated. 


The first situation is, the firm does not 
export and neither the question of loss 
arising out of export transaction nor 
gains derived from incentives arises. The 
second situation is, the firm has started 
exporting and thereby sustains a loss, but 
also derives a gain from incentives. The 
firm concerned will accept the second 
situation if the gain from all sorts of 
incentives is greater than the loss incurred 
on export sales. If it decides to adopt 
the second course, on the basis of the 
above calculations, it has another problem 
which remains to be solved, namely, how 
much to export. To provide an answer 
to this question, an empirical relationship 
has to be formed between the above 
mentioned losses and gain, to find out 
the optimum point which shows the 
maximum gain, and consequently the 
volume of exports the firm should gene¬ 
rate. But the examination of this pro¬ 
blem is beyond the scope of this article. 
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IMWIM 


Edgar Owens* 


Development with 

social justice 


1 very much appreciate the 
high honour this Forum has 
given njc by inviting me to 
speak here. 

1 hope we can start off by 
agreeing that we need to talk 
about new ideas on develop¬ 
ment. Too long we have assum¬ 
ed that if we take care of GNP, 
poverty and employment will 
take care of themselves. 

I am sure all of you are fa¬ 
miliar with the development 
problems now troubling the 
world's conscience. And yet, 
these problems are not uni¬ 
versal. As we look about the 
developing world, here and 
there we find a country where 
jobs are plentiful and the poor 
are creating wealth, where fe¬ 
wer babies arc dying and 
everyone is becoming literate. 

Among these countries are 
both Koreas, big and little 
China, Israel, Puerto Rico, 
Egypt, Yugoslavia and, for 
our purpose today, Japan from 
the Meiji Restoration 1868 to 
about 1930. 

re-examining history 

Many of us in the west, 
and I am sure here as well, 
are re-examining economic 
history and questioning pre¬ 
mises which once seemed so 
sacred that wc have been trans¬ 
ferring them mechanically, to 
countries like yours, as if all 
the world's economies were 
alike. 

Since the Age of Develop¬ 
ment began two decades ago 
we developers, meaning wester¬ 
ners like myself and many 
planners, who have been edu¬ 
cated in our universities, have 

* Senior author of “Develop¬ 
ment Reconsidered (Associate 
Author Robert Shaw). D. C. 
Heath, Lexington, Massachu¬ 
setts, 1972. 
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Text of speech at the 
International Seminar of 
Economic Journalists, 
held in New Delhi re¬ 
cently. 

^_ _ i 

supposed that development in 
20th century would be essen¬ 
tially a repetition of the 19th 
century west. In thinking that 
history would repeat itself 
more or less exactly, planning 
for economic growth has been 
based on what wc shall call 
the three fallacies of 20th 
century development. 

a fallacy 

The first fallacy was the 
assumption that the fastest 
way to increase both GNP 
and employment was to pro¬ 
mote big urban factories, 
equipped with the latest ma¬ 
chines. and large-farm me¬ 
chanised agriculture. 

Commonly in the developing 
world, capital has been sub¬ 
sidized and administrative con¬ 
trols used to accelerate large- 
scale capital-intensive invest¬ 
ment. The initial reaction of 
most economists to the em¬ 
ployment crisis was to plead 
for still more of the same type 
of investment that docs not 
create enough jobs. 

When some economists ob¬ 
served that small farms and 
small industry use more labour 
than large firms, other eco¬ 
nomists countered with the 
second fallacy, namely, that 
small firms are presumed to be 
less efficient than large firms. 
Investment in small producers, 
it was said, would slow down 
the rate of economic growth. 
The long-term problems crea¬ 
ted by a slowing of growth 
rales would offset any shprt- 
run gains in employment. 


The third fallacy was the 
assumption that the poor do 
not save because they spend 
their money first on consumer 
goods and services. 

On the false assumption that 
the poor cannot save, most 
governments in the low income 
countries have failed to orga¬ 
nize a system of capital for¬ 
mation in which the poor can 
participate. By failing to orga¬ 
nize such a system they have, 
so to speak, “proven” the vali¬ 
dity of their assumption—one 
example of the kind of circular 
argument used to demonstrate 
the incompetence of the poor. 

Thus, the conventional eco¬ 
nomic wisdom does, indeed, 
conflict with social justice. 
It tells us that investing in 
people will slow down econo¬ 
mic growth because small 
producers are presumed to be 
both inefficient and unable to 
save. 

sorely troubled 

Many people around the 
world have been sorely troubl¬ 
ed by this conflict. What we are 
learning now is that develop¬ 
ment and social justice can be 
combined. 

We developers have been 
slow to recognize two funda¬ 
mental differences between our 
past and your present. 

First, North America and 
western Europe, and also 
eastern Europe in recent de¬ 
cades, capital has been abun¬ 
dant and relatively cheap, 
labour has been scarce and re¬ 
latively expensive. In the de¬ 
veloping world, it is the other 
way around. Capital is scarce 
and labour abundant. One of 
the most fundamental premises 
of economics is that one should 
husband the resource which is 


scarce and use the resource 
which is plentiful. For de¬ 
veloping countries this means 
what economists call labour- 
intensive, capital-saving in¬ 
vestment. However self-evi¬ 
dent this point may seem, it is 
unhappily true that most of 
the low income countries and 
all of the aid agencies have 
been pursuing the opposite pat¬ 
tern — capital-intensive and 
labour-saving. 

some exceptions 

There are, however, a few 
exceptions—the high perfor¬ 
mance countries mentioned 
earlier are labour-intensive. 

The second basic difference 
between yesteryear and today 
is the population—labour force 
explosion. Even if capital were 
plentiful in the low income 
world, the western style of 
investment would still need to 
be adjusted because the labour 
force is increasing two to three 
times faster today than it ever 
did in the west. 

It is worth noting here that 
in a few oil and mineral rich 
countries capital is, indeed 
plentiful. Chile, for example, 
earns in just eighteen months 
from mineral exports as much 
money per capita as the amount 
of foreign aid Taiwan received 
from the United States in 
fifteen years. Venezuela’s an¬ 
nual exports per person, are 
no less than per capita GNP 
in America at the time of our 
Civil War. Yet, neither of these 
countries has achieved the 
overall success in develop¬ 
ment that characterizes the 
high performance countries 
we shall be discussing this 
morning. 

Given the very different eco¬ 
nomic circumstances of today’s 
developing countries, a new 
economics of development is 
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needed, based on the follow¬ 
ing three premises: 

The first premise, applied 
by the ILO in its employment 
studies of Colombia, Sri Lanka 
Iran and Kenya is that, “Em¬ 
ployment becomes the target of 
planning and overall growth 
the by-product rather than the 
other way around.” What sur¬ 
prises many people is that 
planning for employment 
should increase the creation of 
wealth—because of the second 
and third premises. 

The second premise, which 
we can derive from theory as 
well as the history of the crowd¬ 
ed high performance countries 
is that small producers in 
farming and many categories 
of industry can be efficient, of 
which more in a moment. 

another premise 

We also see in the history of 
the high performance count¬ 
ries the third premise of the 
new economics of develop¬ 
ment, the poor can pay the 
cost of their own improvement. 
Wc know that the marginal 
savings rates of farmers in 
Taiwan ranged from 30 to 50 
per cent during the 1960s, 
even though the average-size 
farm in Taiwan is only 2.07 
acres. In Japan the gross sav¬ 
ings rates of non-farm small 
entrepreneur varies from 20 
to 30 per cent. 

Just as wr need to revise 
several of the economic pre¬ 
mises on which development 
planning is based, so do we 
need to consider two subjects 
which economic planners have 
tended to ignore. The first is 
the relationship between eco¬ 
nomic institutions and econo¬ 
mic growth. 

Of this an American profes¬ 
sor recently observed that eco¬ 
nomics did not grow up as a 
separate branch of study until 
after the basic economic, social 
and political institutions of the 
western countries had been or¬ 
ganized.' The establishment of 
institutional structure was an 
act of politics, not economics. 
The economic purpose was to 
create for small producers as 


well as large the conditions of 
access to the four elements of a 
modern economy—the means 
of production, the financial 
system, the market and techni¬ 
cal knowledge. But the deci¬ 
sion to bring small producers 
into the national economy was 
political. 

The conditions of access 
cannot be created by increasing 
investment. But economists 
are not, of course, politicians. 
Perhaps this is the reason the 
access problem has been ig¬ 
nored in most development 
plans. 

problem of access 

In the high performance 
countries development has 
been treated as a problem of 
access as well as a problem 
of investment. The conditions 
of access to the four elements 
of a modern economy have 
been created primarily by de¬ 
centralizing development to 
viable local institutions in 
which people tan participate 
in economic activity -local go¬ 
vernment, farmers organiza¬ 
tions, business, professional, 
trade and many others. Other 
forms of participation depend, 
as wc all know, on the nature 
of the political system. 

The high performance coun¬ 
tries have also recognized the 
importance of the second 
subject ignored by econo¬ 
mic planners, spatial orga¬ 
nization. 

To try to express this point 
quickly, let me say that in 
one sense agricultural progress 
does not begin on the farmer's 
field. It begins in market towns. 

The modern farmer is almost 
totally dependent on the out¬ 
side world. Agricultural know¬ 
ledge, fertilizer, finance all 
come from the outside world 
and mostly from urban centres. 
It is also the urban market 
which consumes the farmer's 
surplus production. 

It is in the town that there are 
organized institutions and 
activities that link the farmer 
to this outside world. It is 
through these same town- 
based institutions that agricul¬ 


tural advance can be integrated 
with industrial and commercial 
growth. 

The smallest of these urban 
centres, the market town, 
should serve a number of sur¬ 
rounding villages. There is 
involved here a fundamental 
point that has been almost 
everywhere overlooked. 

The historical record shows 
that in the high performance 
countries, here including the 
west and Japan, local develop¬ 
ment has not been organized 
around individual villages, but 
around village clusters and 
with at least one market town 
in the midst of each cluster. 
The most common grouping 
around the world, regardless 
of political systems, is the one 
we call a county and you call 
a taluka or tchsil. In a few 
places in cast Asia and in the 


High Performance Countries 

Taiwan 

Egypt 

Korea 

Yugoslavia 

Less Performance Countries 

Thailand 

Chile 

Indonesia 

Colombia 

Mexico 

Brazil 

Philippines 

Turkey 

india 

Iran 

Other Countries 

Japan 
Denmark 
Great Britain 
United States 


west, a smaller grouping, the 
township, has been used. The 
local problem-solving institu¬ 
tions we mentioned above are 
located in these counties or 
townships. 

Unfortunately, in virtually 
all of the developing coun¬ 
tries, local development 
has been organized around 
single village. Primarily be¬ 
cause a single village does not 
meet the test of economies of 
scale, it is too small to be the 
organizational base for de¬ 
velopment. 

I would now like to show a 
few examples of the evidence 
on which this reconsideration 
of development is based, be¬ 
ginning with farming. 

The countries with high 
yields per acre and with rapid¬ 
ly rising yields are those in 


Table I 

Capacity of Rural Societies to use Technology 

(Yield per Acre for Foodgrains, 1948-50 to 1968-70) 

(Pounds per acre) 

1948-50 1968-70 Increase 


Sources: FAO Production Yearbook , Rome, 1970 and World 
Crop Statistics , 1966. 
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POINTS OF VIEW 


which the conditions of access 
have been created and in which 
governments have assumed that 
small farmers cun be both efli- 
cienl and solvent modern pro¬ 
ducers Taiwan, South Korea, 
and Egypt. 

Note the position of Mexico. 
In Tabic 1 and several other ta¬ 
bles we shall cite Mexico as the 
prototype of a dual economy. 
The modern i/a t ion of agricul¬ 
ture is concentrated in large 
farms in the north and north¬ 
western parts of the country. 
They are irrigated and mechani¬ 
zed with labour displacing ma¬ 
chines. 

high yields 

Wheat is grown on these 
large farms. Wheat yields, 
which were only K00 pounds per 
acre twenty years ago, arc now 
almost 3,000 pounds per acre, 
higher than in the US and app¬ 
roaching the west European 
standard. 

The principal foodgrain of 
the small farmers is mai/e. 
Their lack of access, and there¬ 
fore much lower productivity, 
drags down the national grain 
productivity average in Mexi¬ 
co, and in many other countries 
as well, as you can see, includ¬ 
ing India. 

Tame II 

TAIWAN : Net Farm Income 
per Acre 

(in US S) 

Farm size in Net 

Acres farm 

income 

0—11 420 

U—2> 350 

2J—3J 290 

32 5 ’ . 240 

Above 5 230 

Source: Raymond P. Chris¬ 
tensen, ‘‘ Taiwan's Ag¬ 
ricultural Develop¬ 
ment: Its Relevance 
for Developing Count¬ 
ries Today," US 
Department of Agri¬ 
culture, 1%8. 

Let us now look at the ques¬ 
tion of efficiency in farming. 

The kind of research on 


which Table II is based has 
now been done in many count¬ 
ries around the world. The 
results are well nigh universal 

output per unit of investment 
is higher on small farms than 
on large farms. Thus, if a 
crowded, capital-scarce coun¬ 
try has a choice between a 
single 1 (X) acre farm and forty 
2], acre farms, the capital 
cost to the national economy 
will be less if the country 
chooses the forty small farms. 

This 2\ acre figure is not 
plucked out of the air. It is 
about the average si/e of a 
farm in Japan. Taiwan, South 
Korea and Egypt. I would note 
also that in the cast Asian 
countries the maximum farm 
si/e is just 7j acres. 

These four countries arc 
the world's models of small 
farm, labour-intensive agricul¬ 
ture. They have the develop¬ 
ing world's highest yields per 
acre, the highest income levels 
for small farmers, and the 
lowest capital cost of agricul¬ 
tural advance. 

And turning to the all-im¬ 
portant subject of employment, 
these four countries illustrate 
why the Pearson Commission, 
the United Nations and many 
others are now saying that the 
solution of the employment 
problem begins in agriculture. 

difficult to agree 

It is sometimes said that the 
problem of rural employment 
in many countries is too many 
people on too little land. 1 
do not agree. 

There are two points to look 
at - the profound impact of 
access on how much time Par¬ 
tners actually work and the 
style of farm mechanization. 

The amount of time that 
farmers work is an overlooked 
subject of development. 
Traditional or slightly moder¬ 
nized agriculture is not just a 
part-time job. It is not even 
a half-time job. According 
to a number of sample studies, 
farmers in low productivity 
systems work 1000 hours a 
year, often even less. In the 
four countries and probably 


also mainland China, farmers 
work 2000-3000 hours per year, 
and there are as you can see, far 

Table III 

Agricultural Workers per 100 
Acres, 1965 


Number of 
Workers 

Country 


Japan 

87 

South Korea 

79 

Taiwan 

79 

Egypt 

71 

Yugoslavia 

29 

Ceylon (Sri Lanka) 

49 

India* 

39 

Philippines 

29 

Colombia 

20 

Brazil 

17 

Mexico 

12 

Morocco 

10 

Israel 

11 

I Iniled Slates 

1 


*1971 

Source: Derived from tables 
in FAQ Production Year¬ 
book, 1970. 

more of them. I do not think 
these figures suggest that some 
people are energetic and others 
are lazy. The crucial difference 
is how the agricultural system 
is organized whether all 
farmers have access, or whether 
they don't. In the countries 
where small farmers have ac¬ 
cess, they work hard. 

Of mechani/at ion, we only 
have time to say that small 
farm agriculture is mechanized, 
but with machines that supple¬ 
ment human effort rather than 
replace it — the Japanese style 
of farm machinery. 

Turning again to Mexico 
we find here the profound im¬ 
pact of farm size and choice of 
technology on farm employ¬ 
ment. And it is a choice, a 
choice that is made by govern¬ 
ments. 

During the decade of the 50s 
the small, farmers of Mexico 


increased from 2.3 to 3.3 mil¬ 
lion; their working days de¬ 
creased by almost one-half, 
194 to 100 days per year; and 
their incomes actually dec¬ 
lined by one-fifth at the same 
time that average GNP for 
the country as a whole in¬ 
creased by one-third. The re¬ 
sult of this dual economy app¬ 
roach in agriculture is that 
farming is a prosperous occu¬ 
pation for only 15 per cent of 
Mexico’s farmers, and one- 
third of the entire population 
of the country has been effec¬ 
tively excluded from develop¬ 
ment. 

dual economy 

I am not trying to be labour 
Mexico. The point is this: the 
Mexican dual economy pat¬ 
tern is far more common in 
the developing world than the 
Japanese single economy pat¬ 
tern. If present trends conti¬ 
nue in most developing count¬ 
ries, there will be more pros¬ 
perity for a few farmers, but 
less work and more poverty 
for the multitude. And we can 
join Robert McNamara in ask¬ 
ing “Can we imagine any hu¬ 
man order surviving with so 
gross a mass of misery piling 
up at its base?” 

The situation in industry is 
somewhat similar to agricul¬ 
ture. It has long been a tenet 
of both classical and socialist 
economics that small industry is 
less efficient than large industry 
and would gradually disappear. 
Wc are now learning that many 
categories of small industry 
are efficient or mor eeflicient 
Ilian large industry. The 
amount of capital needed to 
increase production is less. 
The number of jobs created per 
rupee of investment is more. 
Profit rates, and hence the 
amount of money available for 
additional investment, arc as 
high or higher. 

I am not, however, about to 
suggest that all factories 
should be small, or that count¬ 
ries should stop building big 
factories in big cities. 

Industry, as we all know, is 
more diverse than agriculture. 
There arc some categories of 
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industry which arc capital-in¬ 
tensive anywhere in the world 
—petrochemicals and heavy 
engineering are two examples. 
Some of these are needed, and 
especially in large countries 
such as India or Brazil, there 
will be a good deal of heavy 
industry. 

The special importance of 
small industry is its relation¬ 
ship to the geography of de¬ 
velopment. I referred earlier 
to the need for market towns. 
Small industries arc the kind 
that fit naturally into the scale 
of economic activity of market 
towns and also small cities. 

In addition, many of the sto¬ 
rage, marketing, transport, and 
processing industries that are 
needed to integrate agricultural 
.and industrial growth are small 


and need to be located close to 
farmers in market towns. 

We are also beginning to 
learn the characteristics of 
consumer markets in countries 
where the incomes of the poor 
are rising both what they 
consume and how and where it 
is produced. It is turning out 
that many of the products 
and services the poor want and 
need are produced locally in 
small, labour-intensive estab¬ 
lishments. 

Finally, small industry at¬ 
tracts into business ventures 
many who will otherwise put 
their money into traditional, 
non-GNP investments. 

In local communities the 
choice really is not between 
large industry and small. Brg 
factories do not fit in small 


Tabu IV 

Capital Cost of Inequity 



Investment 

Average 


cost of 

annual 


increasing 

increase 

Countries 

production 

i_i 

in Per 


(1960-69) (1960-69) 



s 

°/ 

so 

Korea 

1.70 

6.4 

Taiwan 

2.10 

6.3 

Brazil 

2.80 

1.4 

Mexico 

3.10 

3.4 

Morocco 

3.20 

3.4 

Philippines 

3.50 

1.9 

India 

3.90 

1.1 

Peru 

4.00 

1.4 

Colombia 

4.30 

1.5 

Venezuela 

4.90 

2.5 

Israel 

2.90 

5.3 

Japan 

2.90 

10.0 

United States 

3.70 

3.2 

France 

4.00 

4.8 

Netherlands 

5.00 

3.1 


Source: World Bank, 1971; Organization for Economic Co¬ 
operation and Development, 1971; and US Agency 
for International Development, 1970.' 


runs * new 


towns. The choice is between 
small industry and virtually 
no industry at all. 

Today's developing count¬ 
ries are faced with a choice we 
never faced in the west because 
wc were spared the “popula¬ 
tion-labour force explosion". 

I suppose that is why we have 
been slow to understand it. 
Either today’s countries can 
choose high incomes for a few 
- the capital-intensive route 
-or modest but rising in¬ 
comes for all producers — the 
labour intensive and also the 
Japanese route. It is clear that 
1 believe in the latter. On the 
subject of economic growth L 
am really more Japanese than 
American. 

In this context, let us con¬ 
sider the question of capital 
efficiency. 

The incremental capital-out¬ 
put ratio, to use the technical 
term, is the way economists 
measure the capital efficiency 
of the total economy. 

relative cost 

Generally speaking, the in¬ 
vestment cost of increasing pro¬ 
duction should he low in the 
developing countries, partly be¬ 
cause of the shortage of capi¬ 
tal, partly because the kind of 
technology needed to make 
people more productive than 
they are now is relatively simple 
and cheap. In the rich count¬ 
ries the investment cost of 
increasing production should 
be much higher because sophis¬ 
ticated technology is expensive. 
Thus, one wouid expect this 
investment cost to be low in the 
labour-intensive, capital-saving 
small producer economics of 
Taiwan and Korea; to be high¬ 
er in the almost-rich econo¬ 
mies like Japan and Israel; and 
to be highest of all in the capi¬ 
tal intensive, labour-saving, big 
producer economies of the 
west. 

What is surprising, and can 
hardly be called good econo¬ 
mics, is the high cost of in¬ 
creasing production in so many 
of the low-income countries. 

Table IV tells us we have 
relied too much on machines, 


not enough on people. This is 
why the investment cost of 
increasing production is higher 
in a number of Latin countries 
than in high income Japan 
and Israel; or lower in Japan 
than in the Philippines, even 
though Japan is very much 
richer; or about the same in 
your country and mine. 

Thus, it appears that the 
capital cost of development for 
the many is actually less than 
the capital cost of development 
for the few. 

Turning to employment, this 
over-use of capital has brought 
about the tragic phenomenon 
of 20th Century-development— 
economic growth without em¬ 
ployment. Wc see it most dear¬ 
ly in Latin America. For many 
years GNP has been rising at 
live per cent or more in the 
l.ulin countries and manu¬ 
facturing output at a much 
higher rate. But the proportion 
of the labour force employed 
in manufacturing has actually 
declined a little, from 14.4 
per cent in 1950 to 13.8 per 
cent in 1969. Primarily be¬ 
cause of industry's failure to 
create jobs, during the 1960s 
in Latin America only three- 
fifths of the increase in the 
labour force was absorbed into 
economic activities. India, 
too, has had a similar experi¬ 
ence. 

In sharp contrast, in labour- 
intensive Taiwan and South 
Korea, during the decade of the 
60s, the proportion of the 
labour force employed in ma¬ 
nufacturing doubled. 

major discussion 

In the current debate about 
social justice there is a good 
deal of discussion about the 
distribution and redistribution 
of income. I am a little puzzled 
as to why people talk about the 
latter. In the poor countries 
there isn't much income to re¬ 
distribute. To me the subject 
many people actually talk 
about is the redistribution of 
poverty. 

It's been tried, in Chile, 
Uruguay, and Sri Lanka for 
example. !t*s produced some 
unsual and even a few useful 
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programmes. The recent experi¬ 
ence of these countries tells 
ns that redistributing poverty 
docs little for GNP, less for 
the balance of payments, and 
less for political stability 

The distribution of GNP is 
profoundly influenced by the 
manner of its production. If 
GNP is produced by a few it 
will be consumed by a few, and 
the gap between rich and poor 
will continue to widen. If 
GNP is produced by many, 
then people in general will 
share in the material benefits of 
economic growth. The specific 
issue, in India and many other 
developing nations, is whether 
the conditions of access will be 
established so that small pro¬ 
ducers can create their own 
wealth, as they arc doing in the 
high performance countries. 

We all know that capital is 
needed to increase production, 
but this does not mean that 
machines need to be concent¬ 
rated in big, urban factories or 
on large farms. U means that 
capital needs to be spread thin¬ 
ly across the producer popula¬ 
tion so that all producers, 
small as well as large, use more 
capital today than they were 
using yesterday, and still more 
tomorrow. 

scarcity value 

One important issue in 
spreading capital thinly is its 
price. In nearly all developing 
countries, including India, the 
price of capital needs to be 
raised to reflect its scarcity 
value. Artificial capital prices, 
such as a one per cent per 
month interest rate on agricul¬ 
tural loans, benefit large pro¬ 
ducers more than small. In 
Taiwan and Korea interest 
rates have ranged recently 
from 18 to 30 per cent, partly 


to induce savings, from two 
acre farmers and tiny business¬ 
men as well as from large pro¬ 
ducers, and partly to reflect 
the true cost of money. 

But adjusting the price of 
economic resources is only part 
of the solution. Creating the 
conditions of access is the 
other. In examining the data 
on foodgrain productivity, the 
situation of the farm labour 
force in Mexico, the great vari¬ 
ation in capital/output ratios, 
we have seen that if small pro¬ 
ducers are to participate, then 
planning for investment must 
be combined with planning for 
economic institutions. 

Let us try to imagine for a 
moment the kind of changes 
which might occur here if India 
were to look more to the East 
Asian model. 

full employment 

As farming becomes a full 
time job for all cultivators, the 
amount of time farmers work 
could increase by at least two 
times, probably more. Agri¬ 
cultural under-employment 
would disappear, and migra¬ 
tion from village to city would 
be reduced to manageable pro¬ 
portions. The remainder of the 
labour force could find jobs in 
the non-farm sector, growing, 
in part, in support of a rapidly 
expanding agriculture. India 
could become a fully employed 
economy. 

As the pattern of investment 
shifted somewhat from capital 
intensive to labour intensive, 
the increase in GNP per rupee 
of investment should be at 
least 50 per cent higher than 
today. Out of their rising in¬ 
comes, the poor could pay the 
cost of their own improvement. 
That most piognant indicator 


of development performance, 
the infant mortality rate, would 
decline considerably. 

Finally, the birth rate should 
begin to decline and the popu¬ 
lation problem be reduced to 
manageable proportions. 
Decentralized development ap¬ 
pears to contain personal in¬ 
centives for voluntary limita¬ 
tion of family size. In the high 
performance countries, a dec¬ 
line in the birth rate preceded 
family planning programmes. 
With such programmes, the 
decline has been accelerated. 

But to achieve these things, 
development must be decentra¬ 
lized so that it becomes apart 
of the routine activities of 
everyday life for everyone. 

To me it is both a paradox 
and a tragedy, in which wc 
westerners must share since 
we have been exporting poli¬ 
tics as well as economics, that 
a peasant in Yugoslavia or 
Taiwan has more of the mate¬ 
rial benefits of development 
and more control over his local 
economic institutions than a 
peasant in democratic India. 

belief in people 

Both underdeveloped go¬ 
vernments and foreign aid 
agencies have believed too 
much in GNP and not enough 
in people. 

To explain how I would rely 
on people in development, I 
would say: Small producers 
can be efficient modern pro¬ 
ducers, for the uneducated are 
not always unwise, and the 
illiterate are not always igno¬ 
rant. Development is not a 
bundle of technical subejets to 
be handled by experts. Deve¬ 
lopment is the great adventure 
of our time. The ideas that trans¬ 


formed the once feudal west 
are stirring men’s minds every¬ 
where, including the minds of 
the marginal people. They are 
coming to believe their poverty 
is no longer inevitable, their 
role as non-persons no longer 
tolerable. Though technology 
is the means of abolishing po¬ 
verty, it is a secondary matter. 
If people have access to the 
means of production, the finan¬ 
cial system, the market, and 
technical knowledge, they will 
improve the state of the econo¬ 
my. 

The principal task of plan¬ 
ners, therefore, is not to worry 
about investment by itself. 
The principal task of planners 
is to create the conditions of 
access, to lessen government 
for the people and increase go¬ 
vernment by the people. 

Several years ago I was talk¬ 
ing to a gentleman who was in 
charge of planning the trans¬ 
port system in his local commu¬ 
nity in one of the few places in 
the world where development 
is decentralized. As we stood 
at the edge of his village, he 
pointed out to me the location 
of roads and bridges and a boat 
landing, how all the people in 
his township would gain access 
to transport for the very first 
time. But most of the system 
had not yet been built. It 
was still a plan. When he 
finished I asked him why he 
was so confident that the sys¬ 
tem would actually be cons¬ 
tructed. He replied, “We are 
doing it ourselves.” 

When tens of millions of 
people around the developing 
world can say “we’re doing it 
ourselves,” then, and then 
only, it seem9 to me, the prob¬ 
lems of development can be 
resolved. 
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The USSR and 

Czechoslovakia 


I 

THE SOVIET UNION 

Present situation : Harsh weather has 
sharply reduced the grain harvest. Indus¬ 
trial growth is also falling behind targets 
particularly in consumer and construction 
sectors. Commitments of hard currency 
for the purchase of agricultural produce 
are heavy. 

Outlook : Trade is likely to expand 
rapidly following the signing of several 
important agreements. Implementation 
of major projects is to continue in spite 
of 1972’s setbacks, but shortage of con¬ 
vertible currency may lead to greater 
emphasis on credit in transactions with 
the west. 

Exchange Rate : £—1.92 roubles. 

After a strong performance by the eco¬ 
nomy in 1970 and 1971, the year 1972 
was disappointing, and it seems certain 


that,there will be shorfalls in output in 
nearly all sectors. During the first six 
months of 1972 labour productivity grew 
just over five per cent compared with 
seven per cent in the same period of 1971, 
and with a target of six per cent for the 
whole of 1972. Profits rose by nine 
per cent, slightly less than growth rate 
achieved in the first half of last year. 

Under the current programme it is hop¬ 
ed to raise national income by nearly two 
fifths, involving, a massive investment in 
industry and mining. Output in the light 
industrial sector has been planned to 
grow by just under a half over the 5-year 


period, a slightly faster rate than that 
planned for heavy industry. In agri¬ 
culture, output of grain is planned to 
rise by nearly a fifth and production of 
meat and dairy products by 30 per cent. 
Although targets are fraquently revised, 
they provide an indication of the order 
of growth expected; 1972’s under-fulfil¬ 
ment, particularly in farming where any 
major shortfall has serious repercussions 
for the economy as a whole, may well 
necessitate a reallocation of resources. 

agriculture and industry 

Despite the greater emphasis which is 
being placed on farming under the 
current plan, the sector is still suffering 
from inadequate investment in skills 
and machinery. Lack of capital equip¬ 
ment and poor organisation in 1972 
compounded the losses caused by a harsh 
winter and a long summer drought. The 
grain harvest is estimated at 160/170 
million metric tons, compared with an 


annual target under the plan of nearly 
200 million metric tons. To make up 
the deficit the Soviet Union has arranged 
to buy some S 1,500 million worth of 
wheat and feed grain, of which 
11,000,000 metric tons is to be supplied 
by the USA. 

Results for the first three quarters of 
1972 indicate that industrial output has 
also failed to meet targets, particularly 
in such sectors as consumer goods, agri¬ 
cultural machinery, minerals, gas and 
fertilisers. However there has been 
considerable expenditure on importing 
machinery for the manufacture of _con¬ 


sumer goods, especially furniture. One 
successful sector has been the motor 
industry in which car production rose by 
44 per cent during the first half of 197), 
compared with the first six months of 
1971, mainly because of rising output 
in the Togliafti plant, established in 
co-operation with Fiat. Indeed, the 
production of ancillaries such as tyres 
and spare parts may have difficulty in 
keeping pace. In heavy industry, the 
principal emphasis is on automation, 
particularly in the oil industry, and in 
steel, where output is to be raised from 
the 1971 figure of 120 million tons to 
146 million tons in 1975. * Economic 
integration with Comecon countries also 
continues to be important in determining 
the establishment of industrial projects. 
One recently announced complex, to be 
built in Kazakistan to exploit the rich 
deposits of bauxite in the area, will 
comprise aluminium and chemical plants, 
an oil refinery, and power station; plants 
for the production of ferro-alloys, 
tractors and building equipment are 
already in service. 

fuel and power 

Growth in the fuel industry has ave¬ 
raged six per cent per annum in recent 
years, but demand is likely to increase 
much more rapidly than that, especially 
as the Soviet Union is the principal 
supplier for Comecon. Indeed, oil is 
already being imported from Libya and 
Iraq. Production of oil last year 
amounted to 375 million tons, 15 per 
cent of total world output. Estimates 
released at the beginning of 1972 indi¬ 
cated that production should rise to at 
least 625 million tons a year by 1980 
but this figure may well be considerably 
exceeded following agreements which 
were reached in 1972 with Japan and 
the USA, providing for increased explo¬ 
ration. The cost of extraction and 
transport will be high (most major de¬ 
posits are in the permanent frost regions 
of Siberia) while the USSR is not as 
advanced as the west in deep drilling 
technology, and will have to pay for 
massive foreign capital investment by ex¬ 
porting a substantial proportion of the oil 
extracted. 

The level of transactions within Come- 
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con is scheduled to grow rapidly; trade 
with China was expected to increase 
by 70 per cent in 1972 to $288 million 
and economic relations with the west 
are being considerably strenghtened 
through a wide range of bilateral agree¬ 
ments. Trade with the USA has greatly 
increased, partly as a result of the 
Soviets’ massive grain purchases, and 
partly as a result of the co-operation, 
including the liberalisation of US ex¬ 
port licences, and the detente which 
followed President Nixon’s visit to 
Moscow; this culiminated in the agree¬ 
ment, signed in October under which 
the two countries are to increase bilateral 
transactions to $1,500 million over the 
next three years compared with $500 
million in 1969. Another significant 
development is the signing of a five year 
cooperative contract, estimated to be 
worth $5000 million with a US company 
to exploit the Soviet Union’s oil and 
natural gas resources. 

increase in trade 

Japan, now the Soviet Union’s biggest 
non-communist trade partner, is also 
negotiating a major deal, which may in¬ 
volve participation by the USA and 
other western countries, to exploit oil and 
natural gas from the Tyumen oil fields 
and to build a pipe line from western 
Siberia and the port of Nakhoda. 

Transactions with western Europe 
have also increased, partly as a conse¬ 
quence of some relaxation in the attitude 
of the Russian authorities towards the 
Common Market. In particular, trade 
with West Germany has been boosted by 
a substantial barter deal involving the 
supply by the USSR of 7,000 million 
cubic meters of natural gas over a 
period of twenty years. Russian natural 
gas is also a part of a recent complex 
barter agreement with France. 

British exports to the USSR also start¬ 
ed growing again during 1972, after a 
steep decline in 1971, and links between 
the two countries are being renewed. In 
particular, the USSR has been granted 
an ECGD credit of £200 million at six 
per cent per annum (one of the reasons 
given lor the UK’s poor export perfor¬ 
mance is the uncompetitive extent of the 
credit terms available to cover purchases). 
There are, therefore, opportunities for the 
sale of a wide range of capital goods, 
including steel mills, chemical and plas¬ 
tics plants, machine tools, containers 
and handling equipment, agricultural 
machinery and machinery for the motor, 
petroleum, textile and chemical industries. 
Nevertheless, scope may be limited by the 
USSR’s shortage of hard currency; the 
massive imports of grain have already 


compelled the sale of gold on the free 
market. 

Import regulations 

Import requirements are approved by 
the planning authorities; commercial 
transactions with western countries are 
conducted through foreign trade organi¬ 
sations to which ths necessary foreign 
exchange is made available. There are 
no difficulties with payments for exports 
to the USSR provided the terms of con¬ 
tracts are strictly observed. 

Total Value of Trade 




(in US $ millions) 


Exports 

Imports 

Balance 

1970 

12,800 

11,732 

-| 1,068 

1971 

13,806 

12,479 

+1,327 

1971 (Jan-Sept) n.a. 

n.a. 

n.a. 

1972 (Jan-Sept) n.a. 

n.a. 

n.a. 


II 

CZECHOSLOVAKIA 

Present Situation : Growth is satisfac¬ 
tory in many industries but several arc 
falling behind in targets. Problems arc 
arising from increasing production costs, 
a tight labour market and under-utilisa¬ 
tion of machinery. There has been sonic 
madification in the official attitude to¬ 
wards western credits and Czechoslovakia 
is seeking long and medium-term finance 
to modernise plants. There are no difficul¬ 
ties with payments for exports to Czecho¬ 
slovakia, provided the terms of contracts 
are strictly observed. 

Outlook : It is hoped that national in¬ 
come will expand by five per cent in 1973. 
The long-term emphasis is on chemicals, 
expansion of fuel and power base and 
concentration on selected growth indus¬ 
tries. 

Exchange Rate; 17.28 crowns = £1 
(Official Rate) 

results in 1972 

Following an expansion of four per cent 
in national income in 1971, output in 
1972 was rising at a somewhat faster pace, 
industrial production increasing by over 
6i per cent during the first eight months 
compared with the same period in 1971; a 
target of 5.3 per cent was set for 1972 as 
a whole. The most successful sectors 
have been those benefiting from recent 
modernisation, including chemicals, rub 
ber, plastics, oil refining and many con¬ 
sumer industries. In building, howevre,- 
work is behind schedule, most seriously 


in housing. A growth rate of 12 per cent 
recorded for the construction industry in 
the first half of 1972 was largely due to 
progress on a 700-mile transit pipeline* 
which is being built at a cost of nearly 
£700 million to carry natural gas from the 
Soviet Union to Italy, Austria and West 
Germany and which accounts for a large 
proportion of annual investment. In con¬ 
trast, other capital projects are lagging 
because of delays in deliveries and a 
shortage of cement. 

Growth overall continues to be affected 
by acute labour shortage; the working 
population is expected to rise by only one 
per cent per annum over the next few 
years (31,000 compared with an annual 
average of 100,000 in the 1960s) while a 
high turnover—estimated to amount to 
nearly a third of the labour force in 1971— 
led to the re-introduction in 1972 of the 
central allocation of employment quotas 
for factories. These pressures have com¬ 
bined to push earnings up faster than the 
rise in laoour productivity, so that costs 
increased by over six per cent in the first 
half of 1972, only slightly below the figure 
for the whole of 1971. However, princi¬ 
pally to safeguard an even flow of sup¬ 
plies, many enterprises have amassed sub¬ 
stantial stockpiles. In 1971 such expen- 
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diture waa increasingly financed through 
bank credits or subsidies, but early in 
19 fl the State Bank was directed to 
refuse, or to reduce, loans to any enter¬ 
prise which failed to curb its consump¬ 
tion of raw materials. 

plan for 1973 

These problems are also acknowledged 
in the outline for economic development 
in 1973, which rules that operating costs, 
including expenditure on raw materials 
and wages, must again be considerably 
cut back : increased production is to 
account for only half of the growth in 
industrial profits next year. The proposed 
.growth rates for 1973 were drafted in the 
summer on the basis of the results for 
the first six months of 1972 and there 
may be some revision in the light of 
1972\s final outturn. At present, how¬ 
ever, it is hoped that national income 
-will rise by 5.3 per cent with industrial 
output increasing by 6.5 per cent, agricul¬ 
tural output by 2.6 per cent and cons¬ 
truction by 3.8 per cent. Investment in 
industry is to total 7,650 million crowns, 
of which 4,400 million crowns will be in 
chemicals. Trade, which in 1972 expand¬ 
ed rapidly with the Comccon area and 
slowed with the West, is planned to grow 
more evenly. Exports to Comecon are to 
rise by 5.7 per cent and to the west by 
6.9 per cent, while imports from Come¬ 
con will rise by nine per cent, a slightly 
faster rate than from the west. 

longer term development 

National output and investment under 
the 1971-75 programme arc each expected 
to expand by around five percent per 
annum. Nearly two-fifths of investment 
funds will be directed to industry, trans¬ 
port, farming, fuel and power each 
receiving around a tenth and housing a 
sixth. Industries producing such tradi¬ 
tional exports as machinery, engineering 
products, vehicles, textiles, glass and 
ceramics will continue to receive priority 
tin order that earnings abroad may pay 
for imports of electronics-based plant, 
raw materials and scmi-processed chemi¬ 
cals. With the exception of certain key 
industries, such as steel, expansion and 
modernisation is taking place in sectors 
without massive energy requirements— 
domestic supplies of fuel and raw mate¬ 


rials are extremely limited—although 
there is likely to be a switch from the 
import of high-cost energy to the import 
of crude oil and natural gas, partly to 
meet the needs of a 30-year programme 
for the chemical industry. Other major 
projects include an eight-year modernisa¬ 
tion plan for the Tatra lorry works to 
be financed by a 77.5 million rouble cre¬ 
dit from the Comecon Investment Bank 
(in repayment, output is to be delivered 
to Comecon customers from 1977) and, 
in co-operation with the Soviet Union, 
the construction of two further nuclear 
power stations. Two already completed 
will become operative towards the end of 
the 1970s, and establishment of hydro¬ 
electric or thermal power plants. 

trade pattern 

Trade with the Comecon countries is 
planned to increase by 45 per cent during 
the current programme and to account 
by 1975 for 73 per cent of total transac¬ 
tions, compared with 68 per cent in 
1970, The Soviet Union is reluctant to 
increase its supplies of raw materials to 
Czechoslovakia but is seeking to raise its 
exports of machinery from 5,500 million 
roubles in 1970 to 11,400 million in 1975. 
Among other important contacts with 
eastern bloc countries, transactions with 
East Germany are to increase by a half 
and with Poland by over 70 per cent. In 
addition, a protocol between Poland and 
Czechoslovakia, signed in August last, 
provides for joint investment and co¬ 
operation in projects in the border areas 
of Katowice and Osrava; Polish coal, 
sulphur and copper mines are, for 
example, being developed with the aid of 
Czech credits and Poland, which has an 
oversupply of labour, is sending workers 
to Czechoslovakia. 

Imports from the west are planned to 
rise by six per cent a year, After a period 
of official hostility towards the financing 
of capital purchases from the west 
through medium or long-term credits, 
the authorities arc now expecting that an 
important proportion of such imports 
will be paid for in this way; negotiation 
of terms will be the responsibility of 
individual enterprises. For example, a 
seven-year £ 2.3 million credit has recent¬ 
ly been provided by two French banks for 


the construction by a French company of 
an ethylene oxide plant. In addition, 
under a new law covering co-operative 
agreements with western firms, which is 
to come into operation from the begin¬ 
ning of this year, individual enterprises 
will be allowed to negotiate the terms of 
such arrangements on their own account, 
although a certain amount of state con¬ 
trol will continue. 

A trading agreement with the United 
Kingdom was signed in June last, cover¬ 
ing 1973 and 1974. British exports 
consist mainly of machinery and chemi¬ 
cals but there should be opportunities for 
manufacturers of consumer goods, parti¬ 
cularly in the field of joint ventures and 
licensing. 

imports regulations 

Import requirements must be approved 
by the planning authorities. Commercial 
transactions with western countries are 
conducted through government foreign 
trade organisations to which the neces¬ 
sary foreign exchange is made available. 
There are no difficulties with payments 
for exports to Czechoslovakia, provided 
the terms of contracts arc strictly 
observed. 

Total Value of Irade 


(In U S $ millions) 


Exports 

Imports 

Balance 

1970 3,792 

3,695 

-f 97 

1971 4,180 

4,010 

- f-170 

1971 (Jun-June) 1,975 

1,686 

1-289 

1972 (Jan-June) 2,474 

2,089 

J -385 


Sources and acknowledgements ; This 
article summarises two special reports 
kindly sent me on your behalf by Bar¬ 
clays Group Intelligence Unit (54 Lom¬ 
bard St., London EC3P : 3AH), but the 
BGIU is responsible neither for the 
emphasis of my summary nor for my 
interspersed comments based on a variety 
of sources. 
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TRADE 

WINDS 


Industrial Policy 

Tuf union Government has 
announced its long-a waited 
decisions on the Industrial po¬ 
licy. In a statement issued on 
February 2, it reiterated a do¬ 
minant role for the public sec¬ 
tor in the industrial set-up of 
the country in terms of the 
1956 Industrial Policy Resolu¬ 
tion and also placed further 
restrictions on the activities 
of the large industrial houses 
iand foreign companies. The 
irole of the small-scale, medium- 
scale and co-operative sectors is 
envisaged to be enlarged. These 
three sectors arc to be pro¬ 
vided all encouragement in the 
interest of reducing the con¬ 
centration of economic powers 
in the country. 

The most significant change 
that has been made in the in¬ 
dustrial policy is that the defi¬ 
nition of large industrial houses 
as contained in the report of 
the Industrial Licencing Policy 
Inquiry Committee, which 
formed the basis of the revision 
of industrial licencing policy 
in February, 1970, has been 
synchronised with the defini¬ 
tion contained in the Monopo¬ 
lies and Restrictive Trade Prac¬ 
tices Act of 1959. The effect of 
this synchronisation is that all 
those undertakings whose as¬ 
sets, including the assets of the 
of the inter-connected under¬ 
takings, exceed Rs 20 crorcs 
will now he treated as large 
industrial houses. In terms of 
the ILPIC definition, the in¬ 
dustrial houses were construed 
to he large if their assets, along 
with the assets of the intercon¬ 
nected undertakings, exceeded 
Rs 35 crores. 

The large industrial houses 
and foreign companies, whose 
role hitherto had been broad¬ 
ly restricted to the “core'’ and 


“heavy investment" sectors, 
will now be allowed to partici¬ 
pate only in 19 industries which 
have been listed in the state¬ 
ment. They will be ordinarily 
excluded from industries which 
do not appear in this list, ex¬ 
cept where production is pre- 
dominently for exports. Even 
in these priority industries, 
however, the small and medium 
entrepreneurs are proposed to 
be given preference as far as 
possible. 

The statement clarifies the 
concept of “joint sector" and 
stipulates that this sector 
will not he allowed to be used 
as an instrument for the entry 
of large houses, dominant un¬ 
dertakings and foreign com¬ 
panies in fields in which they 
are otherwise precluded. The 
joint sector is envisaged to be 
used as a promotional instru¬ 
ment. Each proposal for a 
joint enterprise will be judged 
and decided on its merits in the 
light of the government's social 
and economic objectives. The 
statement further makes it 
clear that in all joint sector 
units, the government will en¬ 
sure for itself an effective role 
in guiding policies, manage¬ 
ment and operations, the actual 
pattern and mode being deci¬ 
ded in each case. 

Another important change 
that has been made in the in¬ 
dustrial policy is that the 
exemption limit from licensing 
provisions, which in terms of 
the February, 1970, revision, 
applies to substantial expan¬ 
sions and new undertakings up- 
to Rs one crore by the way of fix¬ 
ed assets in land, buildings and 
machinery, will not be avail¬ 
able to large industrial houses, 
dominant undertakings and fo¬ 
reign companies, including 
their branches and subsidiaries: 
Along with making the defini¬ 


tion of large industrial houses 
consistent with the one adopted 
under the MRTP Act, the go¬ 
vernment has decided that the 
above exemption will not apply 
to the existng licensed or re¬ 
gistered undertakings having 
fixed assets exceeding Rs 5 
crorcs. Such undertakings will 
hereafter be subject to the 
licencing provisions of the 
Industries (Development and 
Regulation) Act, 1951, in res¬ 
pect of new undertakings as 
well as expansions and diversi¬ 
fications in the de-lieensed sec¬ 
tor. The existing policy of re¬ 
servation of items to be pro¬ 
duced in the small-scale sector 
is proposed to be continued. 

The full text of the statement 
is published in the “Records 
and Statistics" section of this 
issue. 

Reviewing Sub-Commit¬ 
tee of Industries 

A new Reviwing Sub-Com¬ 
mittee of the Central Advisory 
Council of Industries, has been 
constituted, ft consists of six¬ 
teen members of whom seven 
are by designation and nine by 
names. Those designated by 
office arc: Chairman, Indust¬ 
rial Credit and Investment Cor¬ 
poration of India Ltd: Presi¬ 
dent, Federation of Indian 
Chambers of Commerce and 
Industry; President, Associated 
Chambers of Commerce and 
Industry of India; President, 
National Alliance of Young 
Entrepreneurs; President, All 
India Manufacturers' Organisa¬ 
tion; Managing Director, Pun¬ 
jab State Industrial Develop¬ 
ment Corporaton; and Chair¬ 
man, Hindustan Steel Limited. 

The others are Messers M.A. 
Chidambaram, A.R. Bhat, 
A.M. Khusro, G. Ramanujam, 
S.A. Dange: Mahesh Desai, 
Inder Singh, MP, B.C. Bhaga- 
vati, MP, and Mrs Qamar 
Ahmed. The chairman. In¬ 
dustrial Credit and invest¬ 
ment Corporation of India 
Limited, will be the chairman 
of the Sub-Committee. The 
functions of the Sub¬ 
committee are to review all 
licences issued, refused, varied 
amended or revoked from time 
to time and to advise govern¬ 
ment on the general principles 
to be followed in the issue of 


licences for establishing new 
undertakings or substantia] ex¬ 
pansion of the existing under¬ 
takings. 

Non-Coking Coal Mines 
Taken-over 

The Coal Mines (Taking- 
over of Management) Ordi¬ 
nance, 1973 was promulga¬ 
ted on January 30. The Ordi¬ 
nance provides for the taking 
over, in the public interest of 
the management of all private 
non-coking coal mines in the 
country, pending nationalisa¬ 
tion with the object of ensur¬ 
ing rational and co-ordinated 
development of coal produc¬ 
tion and promoting optimum 
utilisation of coal resources 
consistent with the growing re¬ 
quirements of the economy. 

For some time, government 
has been examining the ques¬ 
tion of rationalising and re¬ 
organising coal mining in¬ 
dustry in the country in order 
to achieve a step up in coal 
production on priority basis. 
The fifth five-year Plan en¬ 
visage coal requirements in 
1978-79 will be of the order 
of 141 million tonnes. The 
corresponding requirements of 
non-coking coal is 105 million 
tonnes against the current pro¬ 
duction of 55 million tonnes* 
thus requiring the production 
to be nearly doubled over a 
period of about six years. A 
substantial increase in produc¬ 
tion of coal is thus of para¬ 
mount importance, particu¬ 
larly so, in the light of the 
massive investment of over Rs 
5,000 crores in power pro¬ 
gramme during the fifth five- 
year Plan. It is the view of the 
government that coal mines 
in the private sector are ill- 
equipped to face this chal¬ 
lenge. The private collieries* 
particularly those in the Ben- 
gal-Bihar area which account 
for about 70 per cent of pro¬ 
duction today are organised in 
the form of a large number of 
small companies characterised 
by lack of organisation and 
capital. The record of even 
the large coal companies in 
the last decade shows that 
investment from their own 
funds has been meagre. In 
contrast, private sector col¬ 
lieries have defaulted in the 
payment of royalty and other 
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dues to the state governments 
and the deposits of provident 
fund; the amounts withheld 
by the private collieries are 
around the staggering figure 
of Rs 30 crores. It is obvious 
that the heavy order of invest¬ 
ment of about Rs 100 crores 
needed for coal development in 
private sector cannot be found 
by private collieries inspite 
of claims made by them. The 
existence of large number of 
small units with meagre finan¬ 
cial resources and the uncer¬ 
tainties of development of mine 
capacity in private collieries 
have stood in the way of plann¬ 
ing synchronised investment in 
rail transport. Planning for op¬ 
timum utilisation of wagons 
by speeding mechanical loading 
arrangements, movement of 
coal in block rakes, reduction 
in the number of loadingpoints, 
better turn round of wagons 
and use of line capacity will be 
possible only in a system of 
management by a single agen¬ 
cy. With steel and iron ore 
already predominantly under 
public management, centra¬ 
lised planning of railway move¬ 
ment would become a feasible 
objective only if coal industry 
is brought fully within the 
scope of public management. 

The present working of the 
collieries in private sector has 
also been causing considerable 
concern. Many private collie¬ 
ries have failed miserably to 
implement the Wage Board 
recommendations form ulated 
and accepted in 1967, after 
years of prolonged delibera¬ 
tions. Mines safety require¬ 
ments have also been widely 
violated by private collieries. 
A number of mines have been 
closed down recently in the 
Asansol-Raniganj belt and even 
the working mines have not 
been utilising their capacity 
in an efficient manner. Since 
the time of taking oVer of 
coking coal mines, the pri¬ 
vate sector has been further 
dragging its feet on the 
alleged ground that the non¬ 
coking coal mines would also 
be taken-over. Coal mine 
owners have been indulging, 
more than ever, in unhealthy 
mining practices with a view to 
maximising short term gains. 
In the circumstances, therefore, 
government has decided to 
take-over the management of 


all non-coking coal mines in 
the private sector immediately 
with a view to initiating vari¬ 
ous measures to reorganise, 
restructure and rationalise the 
coal mining industry and se¬ 
cure a rapid step up in produc¬ 
tion. 

The Ordinance provides for 
payment of management com¬ 
pensation at the rate of 20 poise 
per tonne of coal, on the 
highest monthly production of 
coal during the last four years. 
The Chairman of the National 
Coal Development Corpora¬ 
tion Mr J.C. Kumaramanga- 
lam, has been appointed as the 
Custodian General to manage 
the mines on behalf of the 
government. 

Iron Ore Board 

Mr S. Mohan Kumara- 
mangalam, union Minister for 
Steel & Mines, inaugurated on 
January 27, the Iron Ore Board, 
an autonomous organisation, 
to ensure proper regulation, 
conservation and development 
of iron ore in the country. 
The principal functions of the 
board will be to act as the chief 
adviser to government on all 
aspects of iron ore utilisation 
and prepare perspective plans 
for its development, conserva¬ 
tion and optimum economic 
utilisation of all the resources in 
the country, inclusive of pelle¬ 
tisation of fines, blue dust and 
of lower grades. The board 
will also endeavour to ensure 
a balanced development of iron 
ore deposits in relation to ex¬ 
port potential and the needs 
of the indigenous steel in¬ 
dustry and initiate measures 
to create co-ordinated infra¬ 
structure for iron ore mining- 
and development through cons¬ 
tant liaison with other involv¬ 
ed agencies like railways, 
ports, state governments and 
financing institutions. It will 
function as a centralised re¬ 
search and development agency 
for the entire iron ore sector 
as a whole, inclusive of under¬ 
taking, assisting and encourag¬ 
ing scientific and technological 
advancement. Mr R.C. Dutt 
will be the Chairman of the 
seven-member board. The 
other members are Mr M.A. 
Wadud Khan, Secretary, union 
Department of Steel; Mr B.B. 
Lai, Secretary, Ministry of Fo¬ 


reign Trade; Mr M.G. Pim- 
putkar. Secretary, Ministry of 
Shipping & Transport; Mr G. 
Ramanathan, Chairman, Mi¬ 
nerals St Metals Trading Cor¬ 
poration of India Ltd; and Mr 
S.K. Guha, Joint Secretary, 
union Department of Mines. 

Market Borrowings 

In view of the steady de¬ 
mand for investment from insti¬ 
tutional investors and the mar¬ 
ket generally, the government 
of India has decided to create 
further tranches of three central 
loans, viz. 5 per cent National 
Defence Loan 1981 for Rs 10 
crores, 5 per cent Loan 1982 
for Rs 10 crores and 5 per cent 
Loan 1983 for Rs 25 crores. 
The entire amount of Rs 45 
crores will be taken up initial¬ 
ly by the Reserve Bank of 
India but will be made avail¬ 
able to investors at prices to 
be notified by the Bank from 
time to time. 

MMTC’s Subsidiary 

The government of India 
has decided to set up a subsi¬ 
diary of the Minerals and 
Metals Trading Corporation 
of India Ltd. The corporation 
would be responsible, inter 
alia, for undertaking purchase 
of crude, semi-processcd, fabri¬ 
cated and manufactured mica, 
processing of mica or arrang¬ 
ing its processing, undertaking 
sale of all grades and varieties 
of mica, including fabricated- 
manufactured mica, both in 
foreign markets as well as in 
domestic markets; and orga¬ 
nising or undertaking fabrica¬ 
tion and manufacture of mica 
products. 

Board of Trade 

Mr L.N. Mishra. while add¬ 
ressing the members of the 
Board of Trade in New Delhi 
recent-y has categorically stated 
that he would not permit any 
increase in the controlled cloth 
price for the next three years. 
He also announced that a Na¬ 
tional Textile Export Corpora¬ 
tion would be set up before 
the close of the current finan¬ 
cial year, to gear up the insti¬ 
tutional arrangements for ad¬ 
ministering exports to quota 
countries and other bulk desti¬ 
nations. On the availability 


of cotton yarn to the decentra¬ 
lised sector, Mr Mishra 
said that the ministry was 
examining the question of 
fixing yarn prices and the 
new prices would be announced 
in the next few weeks' time. 
Regarding minimum price sup¬ 
port to jute growers. Mr 
Mishra, announced that, from 
the next crop season, 300 pur¬ 
chasing centres would be set 
up to purchase a minimum 30 
per cent of the crop next year. 
As for the systematic develop¬ 
ment of production and mar¬ 
keting of Virginia fiu-cured 
tobacco, Mr Mishra said that a 
detailed proposal had been 
drawn up for setting up a To¬ 
bacco Marketing Board. Mr 
Mishra, referring to the per¬ 
formance of engineering goods 
exports, cautioned that the 
government might introduce 
an element of compulsion with¬ 
in the non-traditional sector for 
individual units or for items 
whose capacity to export was 
established beyond doubt. Re¬ 
ferring to the 22 per cent rise in 
total exports during the first 
seven months of 1972-73 over 
the same period last year, Mr 
Mishra said efforts would be 
maximised in different direc¬ 
tions, for ensuring that the 
momentum gathered so far is 
sustained in future also. He 
informed the Members of he 
Board that in 1972-73 the gene¬ 
ral performance of the textile 
industry in the field of produc¬ 
tion, domestic availablity and 
exports was going to ‘touch 
new dimensions*. Production of 
controlled cloth had registered 
an increase from 9 million 
metres per quarter to 100 
million metres and efforts were 
being made to increase it to 125 
million metres. The textile in¬ 
dustry's exports would be worth 
Rs 147 crores during the cur¬ 
rent year, as against about Rs 
110 crores last year, he added. 
He further informed that deci¬ 
sions have been taken to allow 
import of sophisticated ma¬ 
chinery to the exporting mills 
against export obligations to 
enable them to modernise their 
mills. 

In some fields export per¬ 
formance had been remarkable. 
Exports of tobacco had ex¬ 
ceeded the 1972-73 target of 
Rs 44 crores to Rs 52 crores. 
Export of cashew kernels was 
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also expected to exceed the sti¬ 
pulated target of Rs 64 crorcs. 
Exports of tea, coflee and 
marine products have also 
shown marked increase. 

Trade Advisory Council 

The government of India has 
reconstituted the Advisory 
Council on Trade. The new 
Council will function for a 
period of two years from Ja¬ 
nuary 1, 1973. The reconsti¬ 
tuted Council will have 128 
members, with the Minister 
of Foreign Trade as its Chair¬ 
man. The Deputy Minister 
of Foreign Trade is the Deputy 
Chairman and the Chief Con¬ 
troller of Imports and Exports 
is Member-Secretary. The 
new Council includes 16 Mem¬ 
bers of Parliament, presidents 
or chairmen of 25 commercial 
and industrial organisations! 
chairmen of eight public sec, 
tor organisations, 18 Expor- 
Promotion Councils and eight 
Commodity Boards and repre¬ 
sentatives of six research and 
development organisations. 
Twenty-two non-official mem¬ 
bers drawn from trade and 
commerce and 23 official mem¬ 
bers representing economic de¬ 
partments of the government 
have also been included in the 
new Advisory Council on 
Trade. The functions of the 
Council arc: to review the per¬ 
formance of the country’s 
economy in its commercial as¬ 
pects; and to consider prob¬ 
lems relating to the expansion 
of exports, problems relating 
to the regulation of imports, 
operation of import and ex¬ 
port trade controls, working 
of commercial services, with 
particular reference to export 
marketing and export assis¬ 
tance, and organisation and 
expansion of the export sector 
of the economy. 

Unit for Electronic 
Components 

The government of India has 
decided to set up an electro¬ 
nic components unit as a pub¬ 
lic sector undertaking under 
the Department of Science and 
Technology. This unit has been 
conceived to fully utilise the 
indigenous R &D effort for the 
manufacture of electronic com¬ 
ponents based on sophisticated 
ceramics technology that the 


National Physical Laboratory 
has developed over the past 
many years. The unit will pro¬ 
duce ceramic capacitors whig fl¬ 
are used in radio, television and 
other electronic equipment; 
high voltage ceramics used as 
insulators in X-ray, transmitt¬ 
ing and television tubes; pro¬ 
fessional grade high permeabi¬ 
lity ferrites used in telecommu¬ 
nication and Defence equip¬ 


ment; memory cores in com¬ 
puters and magnetic oxide 
for magnetic tapes. The unit 
will draw largely for its future 
expansion and updating of 
technology on the research and 
development programmes at 
NPL as well as other research 
institutions in the country. An 
investment of Rs 2 crores has 
been envisaged for the complex 
which will have a turnover of 


Rs L3 crores per annum after 
all the machinery and equip¬ 
ment are installed and fully 
commissioned. 

IIC to Raorlont 
Activities 

The Indian Investment 
Centre has decided to reorient 
its activities towards promo* 
tion or domestic investment 
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and industrial production in 
the state sector. Announcing 
this .decision in New Delhi re¬ 
cently the new Chairman of 
the Trust, Mr R.S. Bhatt, said 
the Centre would assist vari¬ 
ous state industrial investment 
corporations which had re¬ 
ceived letters of intent. Be¬ 
sides, it would help them with 
technical know-how. He said 
the Centre would also help 
them to get intouch with finan¬ 
cial institutions which could 
provide long-term capital for 
technically sound and econo¬ 
mically viable projects. So far 
the Centre had been engaged 
in attracting foreign private 
capital and technical know¬ 
how for Indian industries. 

Mr Bhat said the Centre had 
already set up an Entrepreneu¬ 
rial Guidance Bureau with its 
headquarters in Delhi and a 
branch office in Calcutta. It 
is also planning to open a 
training centre for medium and 
small entrepreneurs in Calcutta 
shortly. Mr Bhatt said the 
Centre would also step up its 
activities for promoting joint 
ventures by Indians in other 
developing countires. It would 
provide background informa¬ 
tion on the terms and condi¬ 
tions on which joint ventures 
were permitted in various 
countries. He said South East 
Asia offered attractive opportu¬ 
nities for development of joint 
ventures and the Centre would 
actively explore the possibili¬ 
ties. 

The Centre, which has 
offices in New York, 
Dusseldorf and London, plans 
to open an office in Tokyo in 
the near future. 

International Telex 
Service 

On-demand International 
Telex Service to 18 countries 
has been made available to 
telex subscribers of Bombay, 
Calcutta, Madras and New 
Delhi from 10-30 hours on 
February 1, 1973 following the 
commissioning of the Inter¬ 
continental Telex Exchange 
(1TAX), installed at Videsh 
Sanchar Bhavan, Bombay. 

The new services are avail-, 
able to the following countries: 


Algeria; Belgium; Cyprus; 
Canada; Czechoslovakia; Fin¬ 
land ; West Germany; East Ger- 
may; Greece; Irish Republic; 
Japan; Lebanon; Luxemburg; 
Morocco; Netherlands; Nor¬ 
way; Sweden and the United 
Kingdom. The existing Intelex 
booking facilities by dialling 
‘90* will continue to be avail¬ 
able for calls to other count¬ 
ries. 

Credit from Japan 

The governments of Japan 
and India exchanged notes 
pertaining to new financial aid 
to India totalling 25,000 million 
yen (Rs 60 crores). which 
comprises a credit of 13,226 
million yen (Rs 31.74 crores) 
and a debt relief amounting 
to 11,774 million yen (Rs 
28.26 crores). The new yen 
credit is the 12th credit to 
India since 1958. The break¬ 
up of commodity and project 
loans is as follows: commodity 
loan; 10,226 million yen (Rs 
24.54 crores): and project 
loan: 3,000 million yen (Rs 
7.20 crores). 

The commodity loan will be 
made available to cover pay¬ 
ments to be made to Japanese 
exporters by Indian importers 
for the purchase of products 
like steel, chemicals, spares, 
components and raw material 
for Indo-Japanesc joint ven¬ 
tures, power tillrs and machi¬ 
nery. The project loan will be 
in addition to the similar loan 
under the Uth yen credit, and 
will be utilised, along with the 
balance under the llth credit, 
to cover payments for the pur¬ 
chase of Japanese goods and 
services for use in acrylic 
fibre plant, the Assam petro¬ 
chemicals plant and project 
equipment. 

The 12th credit is now being 
extended in response to the 
union government’s request 
submitted at the Aid-India 
Consortium meeting held in 
Paris in June last. 


Classification of Hotels 

The union government has 
accepted the recommendations 
of the hotel review committee 
and the hotel and restaurant 
approval and classification 


committee. The decision in 
respect of hotels is mentioned 
below: 

Five Star De-Luxe: Bom¬ 
bay—Taj Mahal Hotel, New 
Delhi— Ashoka Hotel and 
Oberoi Intercontinental. 

Five Star: Agra—Clarks Shi¬ 
raz Hotel, Bombay — Sun-n- 
Sand Hotel, Calcutta—Hotel 
Hindustan International and 
Hotel Oberoi Grand, New 
Delhi—Claridges Hotel and 
Hotel imperial. 

Four Star: Bombay—Am¬ 
bassador Hotel, Hotel Nata- 
raj and Ritz Hotel, Calcutta — 
Park Hotel, Cochin—-Malabar 
Hotel, Madras — Connemara 
Hotel, New Delhi — Hotel 
Ambassador, Hotel Diplo¬ 
mat, Hotel Oberoi Maidens, 
and Hotel Rajdoot, Visa- 
khapatnam — Sun-n-Sea Hotel. 

Three Star: Agra — Lauries 
Hotel, Ahmedabad — Cama 
Hotel, Bombay — West End 
Hotel, Cochin — Sea Lord 
Hotel, Coonoor — Ritz Hotel, 
Hyderabad — Ritz Hotel, 
Madurai — Pandyan Hotel, 
New Delhi — Hotel Janpath 
and Hotel Vikram, Simla — 
Hotel Oberoi Cecil and Hotel 
Oberoi Clarkes, Varanasi — 
Clarks Hotel. 

Assessment of the following 
three hotels will be made after 
criteria for the new category 
‘PalaceHotels’ is finalised: Jai¬ 
pur — Rambagh Palace Hotel, 
Srinagar — Oberoi Palace 
Hotel, Udaipur — Lake Pa¬ 
lace Hotel. 

Jute Target 

The target of combined jute 
and mesta production for 
1973-74 has been fixed at 
75.40 lakh bales by the Indian 
Jute Development Council 
(IJDC). The target envisages 
an output of jute at 62.70 lakhs 
and mesta at 12.70 lakh bales 
to be produced in the jute¬ 
growing states of the country 
Incidentally, it may be men¬ 
tioned that last year’s target 
had been fixed at 81 lakhs 
bales while the estimated 
production was put around 
62 lakhs bales. With a view 
to making it more realistic 


IJDC has decided to revise 
the target downward for the 
coming jute season. 

In Brief 

A consortium of three banks 
—Dena Bank, Bank of Baroda, 
and Bank of India—has given 
loan of Rs 6.18 crores to the UP 
State Electricity Board to meet 
the capital expenditure on the 
extension of the Obra Thermal 
project. 

The Soviet Airlines, Aeroflot, 
will introduce supersonic TU- 
144 flights on Moscow-Cal- 
cutta-Sydney route shortly. 
The supersonic with a speed of 
2500 kilometres per hour will 
take about 2ft hours for a di¬ 
rect flight from Moscow to 
Calcutta as against six hours 
usually taken by other flights. 
The plane will have a seating 
capacity of 121. 

The Indian Engineering Asso¬ 
ciation (IEA) has produced 
a 2000 ft colour film titled “In¬ 
dian Engineering’’. The film 
is meant for both domestic 
and overseas spectators. 

The nationalised general in¬ 
surance companies have paid, 
on behalf of the General In¬ 
surance Corporation a sum of 
Rs 4.92 crores to their share¬ 
holders up to January 20,1973 

The union government de¬ 
cided not to make any change 
in the existing tariff value for 
free sale sugar of Rs 275 per 
quintal for the month of Feb¬ 
ruary. 

The union government de¬ 
cided to provide postal and 
telephone facilities in the hilly 
tracts and backward areas of 
the country at concessional 
rates. 

Mr Raj Bahadur, union 
Minister of Shipping and Trans¬ 
port, inaugurated the outer 
dock of the Madras Port on 
February 4. The dock to be 
named as Bharathi Docks will 
be the first in the country to 
receive giant oil tankers of 42 
feet draft. 

A national double track high¬ 
way, on the lines of ‘autobahns’ 


EASTERN ECONOMIST 


259 


FEBRUARY 9, 1973 



fe Europe, is proposed to be 
built between Delhi and Amrit¬ 
sar in the fifth-five year Plan. 

The Udyogmandal (Alwaye) 
Plant of the Hindustan In¬ 
secticides Limited, produced in 
January 300 tonnes of Formu¬ 
lated DDT, creating an all 
time monthly production re¬ 
cord. The January production 
was 33.9 per cent more than 
the rated capacity of the plant 
and represented a six per cent 
increase over the previous best 
production in December 1972. 

India and Bangladesh signed 
a credit agreement for Rs 1.23 
crores for the supply of 150 
Indian buses to Bangladesh. 
The credit is part of Rs 200 
crores allocated in the Indian 
budget for economic assis¬ 
tance to Bangladesh 1972-73. 

Telex service between Japan 
and China opened on January 
30. 

Ethipoia and East Germany 
decided to establish diplo¬ 
matic relations. 

Names in the News 

Mr Klsan Melita has been 
re-elected Chairman of the 
Processed Foods Export Pro¬ 
motion Council at its Ninth 
Annual General Meeting. Mr 
Mehta has also been renomina¬ 
ted to the Advisory Council 
for Trade of the Ministry of 
Foreign Trade. Mr Mehta is 
the Managing Director of The 
Coca-Cola F-xport Corpora¬ 
tion, India and a Director of 
Poison Limited. He is also an 
Executive Member of the Pro¬ 
tein Foods Association of In¬ 
dia; the All India F ood Pre¬ 
servers* Association and the 
Indo-American Chamber of 
Commerce. 

Mr J. Mainthia, Proprietor, 
Green's Advg. Service Agents, 


has been elected President of 
the Advertising Agencies As¬ 
sociation of India for the year 
1972-73. Mr Roger C.B. Pe¬ 
reira, Chief Executive Shilipi 
Advtg. Ltd, has been elected 
Vice President. 

Mr Thomas J. Bata arrived 
recently in Bombay in course 
of his annual Far Eastern tour. 
Mr Bata has been studying the 
technical development of the 
shoe industry in India and in 
this context reviewing the acti¬ 
vities of the Indian Company, 
its future projects, and advise 
on the latest production me¬ 
thods, merchandising techni¬ 
ques and fashion trends. The 
formulation of plans for fur¬ 
ther development in exports 
will be another matter claim¬ 
ing his special attention. 

On the occasion of the Silver 
Jubilee of the All India Plas¬ 
tics Manufacturers’ Associa¬ 
tion the following were given- 
awards in recognition of their 
outstanding services to the 
plastics industry. M.r. N. 
Srinivasan: For outstanding 
contribution towards the de¬ 
velopment of the plastics in¬ 
dustry; Mr B.D. Gam arc: For 
outstanding contribution to¬ 
wards betterment of the plastics 
industry; Mr N.R. Kamath: 
For pioneering technological 
education and research in plas¬ 
tics; Messrs Bright Brothers 
Pvt Ltd Bombay: For out¬ 
standing contribution toward 
plastics products design and 
development; Messrs Bhor 
Industries Private Limited 
Bombay: For outstanding con¬ 
tribution towards export of 
plastics products; Mr B.M. 
Thakkar: For pioneering work 
in the production of plastics 
raw material; Mr B.S. Kamath: 
For pioneering work in the de¬ 
velopment of plastics process¬ 
ing equipment;Mr A.H. Srt- 
kanta Aiyar: For devoted ser¬ 
vices to the plastics industry. 
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COMPANY 

AFFAIRS 


Sudarsan Trading 

Sudarsan Trading Company 
Ltd recorded a marked im¬ 
provement in its chit business 
during 1971-72. The business 
transacted was of the order of 
Rs 48 crores, registering a 
handsome rise of about 20 per 
cent over the previous year. 
During 1971-72 the accent has 
been more on consolidation 
rather than on expansion. The 
company's operations during 
the year has resulted in a 
remarkable increase in net 
profit to the tune of Rs 17.36 
lakhs from Rs 11.55 lakhs in 
the preceding year. To dec¬ 
lare a dividend of 10 per cent 
amounting to Rs 2.22 lakhs 
and to credit the general 
reserve with Rs 2.25 lakhs the 
directors have to provide for 
taxation a sum of Rs 12.77 
lakhs which was mainly due to 
increase in the company’s 
profits and the rates of sur-tax. 
In addition to the statutory 
bonus of 8.33 per cent the 
company paid to its employees 
an incentive bonus of 5.67 per 
cent, thereby disbursing an 
amount of as much as Rs 8.10 
lakhs as bonus to its em¬ 
ployees. These were highlight¬ 
ed by the Chairman Mr D.C. 
Misra while addressing the 
annual general meeting of the 
company. 

The company has been ad¬ 
vocating from 1968 onwards 
for regulation of chit funds by 
means of an all-India legisla¬ 
tion. As chit funds play a 
significant role in meeting the 
credit needs of society apart 
from mobilisation of resources 
the chairman urged the govern¬ 
ment to bring forward as early 
as possible a really constructive 
legislative measure on an all- 
India basis so as to protect 
and regulate chit funds. 

As a part of its diversification 
programme the company has 


decided to enter into the hotel- 
iering industry. A subsidiary 
company has already been 
formed for this purpose. 

The Stone-ware pipe and the 
Terra-Cota manufacturing units 
at Feroke continued to be under 
lease to Coastal Ceramics and 
Clay Works Private Ltd and 
Eastern Clay Works Pvt. Ltd 
respectively. The Stone-ware 
pipe unit at Rajamundry ac¬ 
quired by the company is now 
ready for full scale production. 
Unfortunately the prevailing 
power crisis has intervened and 
the company is anxiously wait¬ 
ing for high tension power con¬ 
nection. With this problem 
solved, the Feroke Tile Works 
will definitely be working on a 
sound basis and giving 
reasonable returns. Lack of 
timber continues to hamper the 
operations of the Standard 
Furniture unit. Unless imme¬ 
diate steps are taken by the 
Kerala government to relieve 
the situation by sanction¬ 
ing adequate quantities of 
timber from the forests of 
the state there arc possibilities 
of curtailing of production the 
two units at Kallai and Chala- 
kudi. If the profits of these 
units have increased it was 
mainly due to the various 
measures of economy effected 
by the company during the 
year. 

Ashok Leyland 

The operating results of 
Ashok Leyland Ltd for 1971-72 
have not been satisfactory and 
were well below the target set 
for the year. This was largely 
due to the unfortunate closure 
of the factory in May 1972 for 
a fortnight preceded by conti¬ 
nuous go-slow tactics adopted 
by the workers for a period of 
nearly five months. This apart 
further rises in the prices of 
raw materials and brought out 
items and increased levies fol¬ 


lowing the Pakistan war also 
affected adversely the working 
of the company during the 
year. As a result there was a 
fall in profit before payment of 
tax and provision for develop¬ 
ment rebate by Rs 38.69 lakhs. 
Consequently the directors 
were compelled to recommend 
a lower dividend of 7.5 per 
cent for the year besides trans¬ 
ferring only a very meagre 
amount of R$ 22,184 to the 
general reserve as against Rs 
2.44 lakhs in the previous year. 
These observations were made 
by the Chairman Mr S. Ranga- 
nathan while addressing the 
annual general meeting of the 
company held recently at 
Madras. 

Despite such severe setbacks 
the company is forging ahead 
with its expansion programmes. 
To this end continuous nego¬ 
tiations are being maintained 
by the company with the go¬ 
vernment as well as with the 
British Leyland Motor Corpo¬ 
ration. Lord Stokes, the 
Chairman of British Leyland 
Motor Corporation, was in 
Delhi in November 1972 to 
expedite the finalisation of the 
expansion programme. 

Although exports in 1971-72 
were less than in the previous 
year, steps are being taken to 
increase and diversify exports. 
With the implementation of 
the expansion programme, 
stepping up of production and 
diversification of exports the 
future prospects of the com¬ 
pany are indeed quite bright. 

Indian Oxygen 

Indian Oxygen Ltd achieved 
substantial improvements in 
sales in almost all of its products 
during the year ended Septem¬ 
ber 30,1972 with notable in¬ 
creases in oxygen, gas and arc 
welding equipment and con¬ 
sumables and medical gases 


and equipment. Exports too 
recorded a smart rise during the 
year. As a part of its develop¬ 
ment programme the company 
commissioned a regenetal plant 
during the year at Pimpri near 
Poona. The process of this 
plant was developed at the 
company’s R & D division and 
the project will certainly be 
leading to considerable savings 
in foreign exchange. The new 
factory for manufacture of air 
separation units and associat¬ 
ed cryogenic equipment has 
been constructed in Calcutta. 
The order book position for 
this new activity is very satis¬ 
factory and the company has 
received recently an industrial 
licence for manufacture of 
acetylene plants at this factory. 
Although the company’s pros¬ 
pects in the immediate future 
are quite satisfactory, its long¬ 
term outlook wiH, however, 
depend upon the diversifica¬ 
tion and development of its 
manufacturing activities. With 
this end in view the company 
has already submitted a com¬ 
prehensive expansion and deve¬ 
lopment programme to the 
government seeking industrial 
licences for manufacture of a 
wide range of produets. These 
proposals are under the consi¬ 
deration of the government 
and once implemented will lead 
to a significant growth in the 
company’s activities. This is 
disclosed in the Chairman, Mr 
A.K. Sen’s annual statement 
circulated to the share holders 
of the company. 

During 1971-72 the com¬ 
pany’s turnover further in¬ 
creased to Rs 23.63 crores, 
registering a smart rise of Rs 
3.11 crores over the preceding 
year. Sales would have been still 
higher but for the inadequate 
availability of calcium carbide 
in the earliar months of the 
year, and interruptions in pro¬ 
duction at several units due 
to power shortage and labour 
unrest. After providing for 
depreciation the profit for the 
year amounted to Rs 2.51 
crores as compared to Rs 2.02 
crores in 1970-71. Considering 
however that the profit for 
the previous year was bur¬ 
dened with additional bonus 
charge for an earlier year, the 
increase in profit was not com¬ 
mensurate with the sales ad- 
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yance. This was largely due to 
increased payment of salaries 
and wages and provision of 
about Rs 14 lakhs for gratuity. 
The directors have recom¬ 
mended a higher equity of 15 
percent for 1971-72 as against 
14 percent paid in the preced- 
in year. The company has re¬ 
ceived the consent of the Con¬ 
troller of Capital Issues to 
issue 15,40.000 fully paid-up 
new equity shares of Rs 10 
each as bonus shares in the 
proportion of one for three. 
The bonus shares will be allott¬ 
ed to those members of the 
company who are on the com¬ 
pany's register as on February 
12, 1973. The new ordinary 
shares, however, will not rank 
for dividend in respect of the 
financial year ended September 
30,1972. 


N. M. M. 


National Machinery Manu¬ 
facturers proposes to raise 
Rs one crore by issne of Con¬ 
vertible Bonds of Rs 500 each 
to meet part of the cost of its 
project for the manufacture of 
up-twisters, draw twisters, 
take-up machines, and pre¬ 
cision cone-winders in colla¬ 
boration with Barmag Barmer 
Maschinenfabrik AG of 
West Germany. The project, 
which is intended to be imple¬ 
mented in stages at the Baroda 
works is estimated to cost 
Rs 237 lakhs. A sum of 
Rs 86.10 lakhs will be provi¬ 
ded by financial institutions 
by way of loans and deferred 
payments guarantees and the 
balance of Rs 50.90 lakhs 
will come from commercial 
banks and internal accruals. 
Preliminary steps for ihc esta¬ 
blishment of the project have 
been completed and commercial 
production is expected to 
commence before the end of 
1973. Out of the 20,000 
bonds, 9,282 arc proposed to 
be ofiered for subscription in 
the first instance to the mem¬ 
bers resident in India in the 
proportion of approximately 
one bond for every 20 equity 
shares held. Any bonds not 
taken up by the members will 
also be available for meeting 
applications from the public. 
The Bonds will carry interest 
at B.S per cent per annum. 
The bolder of a bond will 
have the option, during Octo- 
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The Fixed Term (Marriage) 
Endowment Policy 
The ideal way to provide 
for marriage expenses 

"When my daughter was born I took this 
policy for Rs. 10,000 for a term of 22 
years. I was 26 years old, and the monthly 
premium came to a mere Rs. 31.001 
"When my daughter is 22, I'll get a lump 
sum of Rs. 10,000. This money is 
guaranteed to my Sunita, even if I should 
happen to die earlier (in which case no 
more premiums are to be paid.)'* 

How about you? An LIC policy can 
guarantee your daughter's wedding 
expenses too. The 'premium' will vary 
according to your 'age', the 'sum assured; 
and the 'term' (number of years over 
which you pay premiums). Afo other 
form of saving protects your child from 
life's uncertainties. 

LIC has other types of policies 
to suit your every financial requirement 
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btt 1, 1977 to March 31, 1978, 
to convert it into four equity 
shares of the company of 
Rs-100 each at a premium of 
Rs 25 each. The bonds will 
subject to the right of con* 
version, be redeemable at par 
on the expiry of 10 years 
from the date of allotment. 

Imkemex India 

Since its inception in 1965 
Imkemex India Limited has 
earned foreign exchange to the 
tune of Rs 13 crores, the bulk 
of which was through non- 
traditional exports. These 
included C A FI’s ‘Terene’ poly¬ 
ester fabrics and garments, 
Atic’s dyestuffs, ACCTs rub¬ 
ber chemicals and paints and 
a host of medium and small- 
scale industry’s products. 
The company also provides a 
composite service on exports, 
imports and local agency sell¬ 
ing to medium and small-scale 
manufacturers as was visua¬ 
lised in the government’s plan 
for Export Houses. Imkemex 
India’s total exports made to 
37 countries during the year 
ended September 30, 1972 at 
Rs 2.16 crorcs were about the 
the same as in the previous 
year. The export performance 
would have been much better 
if it were not for the ban in 
mid-1972 on exports to Sudan. 
A significant feature however 
was the increase in exports of 
explosives from Rs 3 lakhs 
last year to Rs 17 lakhs 
in 1971-72. 

The Chairman of Imkemex, 
Mr A. L Mudaliar, addressing 
the Annual General Meeting 
of the company in Calcutta 
has underlined the need for 
expansion of manufacturing 
capacity in the country in 
order to augment exports. 
The expediency of restricting 
domestic consumption in 
favour of exports, which has 
been advocated from time to 
time would be self-defeating. 
If the ‘right mix’ of industrial 
development and export poli¬ 
cies is adopted, it should be 
possible to improve upon the 
past. export performance to 
a substantial extent. Mr 
Mudaliar has suggested active 
participation of recognised 
Export Houses in formulating 
the national policy on domes¬ 


tic production and exports. 
The new developments in 
international trade relation¬ 
ships demand this. 

Commenting on the role of 
Export Houses in terms of 
expertise and exploration of 
overseas markets on behalf of 
manufacturers outside the 
Group. Mr Mudaliar has 
called for avoidance of paral¬ 
lel and duplicate activity by 
these manufacturers in the 
larger interests of the country. 
He has stressed the need for 
retaining the current docu¬ 
mentation procedures and 
methodology which have with¬ 
stood the test of time. The 
changes proposed in the Red 
Book will seriously undermine 
the utility of Export Houses. 

Dealing with the operational 
problems of Export Houses, 
Mr Mudaliar has asked for 
more frequent and mean¬ 
ingful dialogues between offi¬ 
cials of the Foreign Trade 
Ministry and the exporters. He 
also suggested that recognised 
Export Houses should be al¬ 
lowed to participate in barter 
trade both in respect of exports 
and imports. Likewise, it may 
be useful to include represen¬ 
tatives of Export Houses in 
formulating trade agreements 
with various countries and ne¬ 
gotiations with EEC. In his 
view export finance, both short 
and long-term, continues to ho 
a secondary endeavour in our 
banking system. In the circum¬ 
stances, the concept of a sepa¬ 
rate Import/Export Bank has 
a special merit and the Export 
Market Development Scheme 
requires refinement. 

Tata Chemicals 

Tata Chemicals has reported 
a marked rise in its turnover 
in the first half of its current 
financial year. Its sales of all 
products during six months 
ended December, 31, 1972, 
have amounted to Rs 8.17 
crores against Rs 6.62 crorcs 
in the corresponding period of 
last year, an, increase of 23.4 
per cent. Among the com¬ 
pany’s major products, the 
output of soda ash during the 
first six months of this year 
has totalled 121,495 tonnes, 
an increase of 2.8 per cent, 
over the production in the 


corresponding period of last 
year. 

Rathi Alloys 

Rathi Alloys and Steel has 
declared a maiden interim di¬ 
vidend of six per cent for the 
year ending June 30, 1973. 
The interim dividend will be 
exempt from taxation at the 
hands of the shareholders. 
The company's third furnace 
is expected to be commission¬ 
ed by June 1973. This will 
enable the company to achieve 
its full licensed capacity. Be¬ 
sides the company hopes to 
commission its continuous cas¬ 
ting machine and the new 
cogging mill in the near future. 
The directors hope to produce 
30,000 tonnes of billets duriug 
the current year valued at 
Rs 4 crores and to recommend 
a final dividend of six per cent, 
making a total of 12 per cent 
for 1972-73. 

Unit Trust 

During the second quarter of 
the current year i.e. from Octo¬ 
ber l to December 31, 1972, 
units of the face value of Rs 
3.00 crores were sold under 
Unit Scheme 1964 with 7,738 
new investors joining the Trust 
as compared to Rs 1.98 crores 
under 5,435 applications dur¬ 
ing the corresponding period 
of the last year. Out of this 
amount of Rs 3.00 crores about 
Rs 12.53 lakhs were invested 
by non-residents under 101 
applications and an amount of 
Rs 9.66 lakhs was invested 
under the Children's Gift Plan 
under 388 applications. Dur¬ 
ing the quarter October— De¬ 
cember, units of the face value 
of Rs 74.75 lakhs were re¬ 
purchased. The corresponding 
figure for the last year was Rs 
80.18 lakhs. The total number 
of unit holders registered with 
the Trust as on December 31, 
1972 was 4,71,739, the total 
amount invested in units 
being about Rs 117.90 crores. 
During the quarter under re¬ 
view, 253 new applicants joined 
the Unit-linked Insurance Plan 
under the Unit Scheme 1971 
for a target amount of Rs 
20.34 lakhs. The total number 
of applicants registered with 
the Trust as on December 31, 
1972 was 1,158 for a total 


target amount of Rs 93.28 
lakhs. 

Dalai Engineering 

Dalai Engineering Pvt. Ltd. 
has received a letter of intent 
for 12 months to produce the 
sophisticated “jet pressure 
dyeing equipment” for the 
textile industry. The equip¬ 
ment to be produced in colla¬ 
boration with Obermaier and 
Cie of West Germany, will be 
used in manufacturing blended 
fabrics now in demand. Ac¬ 
cording to a spokesman of Da¬ 
lai Engineering, there is likely 
to be a demand for 20 machines 
per year within the next three 
or four years during which 
period production of polyes¬ 
ter filament yarn is expected to 
get a big boost. The director 
of Obermaier and Cie, Mr 
Hans Mueller-Busch, who is 
currently on a tour of India 
to make an on-the-spot study 
of the possibilities of manufac¬ 
turing ‘jet dyeing equipment’ 
with Indian collaboration, 
feels that polyester, nylon and 
other synthetic fabrics would 
need such sophisticated dye¬ 
ing equipment to get an even 
finish in the yarn stage as well 
as fabric state. The cost of a 
single dyeing equipment could 
run into Rs 2.5 lakhs to Rs 
3 lakhs, but most of the ma¬ 
teria! used would be indigen¬ 
ous. 

Unichem Laboratories 

Unichcm Laboratories Ltd 
has reported marked improve¬ 
ment in production, sales and 
profits during the vear ended 
September 30, 1972. While 
sales advanced by about 20 
per cent from Rs 4.95 crorcs to 
Rs 5.94 crorcs gross profit 
moved up by as much as 26 
per cent from Rs 44.98 lakhs 
to Rs 56.76 lakhs. The direc¬ 
tors have maintained the 
equity dividend of 10 per cent 
for the year on a enlarged capi¬ 
tal resulting from the one-for- 
six bonus issue during the 
year. Out of the gross pro¬ 
fit the directors have alloca¬ 
ted a sum of Rs 12.50 lakhs to 
depreciation reserve, Rs 1.20 
lakhs to development rebate 
reserve, Rs 25.30 lakhs to taxa¬ 
tion reserve as against Rs 9.80 
lakhs, Rs 1.18 lakhs and Rs 
20.24 lakhs provided rcspec- 
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tivcly in 1970-71. This leaves 
a higher net profit of Rs 17,76 
lakhs as compared to Rs 13.81 
lakhs in the preceding year. 
After adjustments an amount 
of Rs 17.32 lakhs was trans¬ 
ferred to general reserve as 
against Rs 15.53 lakhs allotted 
in 1970-71. The proposed divi¬ 
dend will absorb Rs 6.30 lakhs, 
Rs 0.9 lakh more than in 

1970- 71. The company's ex¬ 
ports totalled Rs 23.5 lakhs in 

1971- 72, as against Rs 20 lakhs 
in the previous year. The com¬ 
pany proposes to undertake a 
substantial expansion of its 
manufacturing capacities at 
Bombay and Gha/iabad. The 
protein division at Ghambad 
reported a sizeable increasie in 
production during the year. 

News and Notes 

(Expansion and Diversification) 

Having reached or nearly 
reached the full licensed pro¬ 
duction capacity in respect of a 
number of products, Voltas 
Ltd has applied for permission 
to double the capacities for 
five products viz. water coo¬ 
lers, packaged units, open type 
compressors, capacitors and 
fork-lift trucks. Its applica¬ 
tion for all items except water 
coolers and fork-lift trucks have 
been accepted by the govern¬ 
ment, subject to certain condi¬ 
tions. The company has already 
received letters of intent 
in respect of three new pro¬ 
jects — centrifugal packaged 
chillers, equipment for trans¬ 
port refrigeration and plate 
freezers and hopes to start 
work on these projects shortly. 
These three projects, when 
completed will add Rs three 
to four crores to the out¬ 
put of I hana works. The 
company continued to main¬ 
tain satisfactory progress dur¬ 
ing 1972-73 with sales in the 
first four months increasing by 
about 20 per cent as compared 
to the similar period of last 
year. The business in the re¬ 
maining part of the year may, 
however, be adversely affected 
as a result of lower margins, 
shortage of raw materials and 
power, rising costs and labour 
unrest. 

Sltriram Refrigeration In¬ 
dustries Ltd, has regularised to 
a very large extent its manufac¬ 
turing capacity for diesel en¬ 


gines and electric motors and 
has also obtained COB li¬ 
cences for a capacity of 24,000 
units of diesel engines and 
12,000 numbers of electric 
motors per annum. The com¬ 
pany’s application for a simi¬ 
lar regularisation of capacity 
and issue of COB licence for 
water coolers is pending con¬ 
sideration with the govern¬ 
ment and the company's hopes 
to obtain the same during the 
current year. Meanwhile as 
a result of the vigorous steps 
taken by the company a siz¬ 
able build up in production of 
electric motors is expected dur¬ 
ing the current year. Besides 
manufacturing electric motors 
for various agricultural opera¬ 
tions, the company has taken 
up development of smaller 
motors for various types of 
industrial applications. Pro¬ 
duction capacity for diesel en¬ 
gines is also geared to meet the 
increased demand and hence 
a substantial increase in turn¬ 
over of diesel engines is antici¬ 
pated during the current year. 

New Issues 

Excel Glasses, a new com¬ 
pany promoted by Kerala 
State Industrial Development 
Corporation and Excel Pro¬ 
ductions, a reputed film pro¬ 
duction and distribution orga¬ 
nisation, is issuing 343,000 
equity shares of Rs 10 each to 
the public for subscription. 
The subscription list for this 
fully underwritten issue opens 
on February 15 and will close 
February 26 or earlier hut 
not before February 17. The 
public issue is managed by the 
recently formed Merchant 
Banking Division of the State 
Bank of India. The company 
is setting up its first automatic 
eontainwarc project in Kerala 
which is under construction 
near Allcppcy. The com¬ 
pany holds an industrial li¬ 
cence to manufacture 12,000 
tonnes of glass bottles of vari¬ 
ous sizes and shapes per an¬ 
num. The factory will have 
the latest type of furnace with 
imported oil burning equip¬ 
ment designed by Laidlaw 
Drew of the UK and also the 
famous automatic Individual 
Section machines. The fac¬ 
tory is expected to commence 
commercial production by 
October this year. The capital.. 


outlay on the project is esti¬ 
mated at Rs 1.79 crores. The 
company is expected to have a 
turnover of Rs one crore in 
the first year of production 
ending June 1974 and earn 
thereon a gross profit of around 
Rs 35 lakhs. The directors hope 
to declare a maiden dividend 
of eight to 10 per cent out of 
the earnings of 1974-75. 

Shivmoni Steel Tubes Ltd 
is setting up a sophisticated 
automatic steel tube factory 
near Bangalore. Initially the 
company will be manufactur¬ 
ing black and galvanised steel 
seam-welded pipes of diameters 
ranging from 15mm to 80 mm 
with an annual installed capa¬ 
city of 36,000 tonnes per 
annum on a three shift basis. 
The plant is expected to go into 
commercial production in 
April-May 1973. To raise part 
of the resources required for 
the implementation of the pro¬ 
ject the company is entering 
the capital market on February 
6 with a public issue of Rs 31 
lakhs consisting of 210,000 
equity shares of Rs 10 each 
and 10,000 (9.5 per cent) re¬ 
deemable cumulative preference 
shares of Rs 100 each. The list 
for this fully underwritten issue 
will close on February 16 or 
earlier but not before Feb. 9. 

Elecon Engineering Co., pro¬ 
poses to issue to the public in 
March 24,000 (9.5 per cent) 
cumulative redeemable prefe¬ 
rence shares of Rs 100 each 
at par. The proceeds of the 
issue, which has been fully un¬ 
derwritten by financial insti¬ 
tutions, will be utilised for 
meeting a part of the finance 
required for the company's 
programme or expanding the 
existing capacity. The com¬ 
pany has been manufacturing 
mechanical handling equip¬ 
ment including wagon tipplers, 
gear boxes—worm, helical 
and bevel. The cost of the ex¬ 
pansion programme is esti¬ 
mated at Rs 1.64 crores, which 
will be met by foreign exchange 
loan from ICICI (Rs 14.46 
lakhs), term loan from the 
Gujarat industrial investment 
Corporation and from the 
Gujarat State Financial Cor¬ 
poration (Rs 44.89 lakhs), 
term loan from the State Bank 
of India (R$ 24.93 lakhs), de¬ 
ferred payment guarantee un¬ 
der IDBI scheme (Rs 44.30 


lakhs), preference share issue 
(Rs 24 lakhs) and internal re¬ 
sources (Rs 11.42 lakhs). 

Capital and Bonus Issues 

Consent has been accorded 
to four companies to raise capi¬ 
tal amounting to Rs 3.63 crores. 
Following are the details: 

The Mineral and Metal Trail¬ 
ing Corporation of India 
Limited, New Delhi has been 
accorded consent, to capitalise 
Rs 1,50,000 out of its free re¬ 
serves and issue fully paid 
equity shares of Rs 100 each as 
bonus shares for every two 
equity shares held. 

Usha Alloys and Steels Limi¬ 
ted, Calcutta has communica¬ 
ted to government of its pro¬ 
posals to issue capital under 
clause 5 of the Capital Issues 
(Exemption) Order, 1969 to 
the value of Rs 120 lakhs 
(including Rs 11,01.000 al¬ 
ready subscribed) divided into 
9,00,000 equity shares of Rs 
10 each and 30,000 in 9.5% 
redeemable cumulative pre¬ 
ference shares of Rs 100 each 
for cash at par, out of which 
equity shares worth Rs 9.90 
lakhs will be reserved for allot¬ 
ment to the financial institu¬ 
tions and equity capital of Rs 
44.10 lakhs and preference 
capital of Rs 30 lakhs will be 
offered to the public for subs¬ 
cription. 

Shivmoni Tubes Mysore Limi¬ 
ted, Bangalore has communi¬ 
cated to government of its pro¬ 
posals to issue, capital under 
clause 5 of the Capital Issues 
(Exemption) Order, 1969 to the 
value of Rs 45,00,000 (inclusive 
of Rs 20,500 already raised) as 
to Rs 40,00,000 in equity 
shares of Rs 10 each and Rs 
5,00,000 in 9.5 per cent Re¬ 
deemable Cumulative Prefe¬ 
rence shares of Rs 100 each for 
cash at par, out of which 
equity shares of Rs 24 lakhs 
and preference shares of Rs 
5 lakhs will be offered to the 
public for subscription through 
prospectus. 

Maharashtra Steels Limited, 
Bombay has communicated to 
government of its proposal to 
issue capita! under clause 5 of 
the Capital Issues (Exemption) 
Order, 1969 to the value of Rs 
48 lakhs—Rs 40 lakhs in equity 
shares and Rs 8 lakhs in pre¬ 
ference shares. 
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AND 

STATISTICS 


Approach to the 
fifth plan— 
1974-79 

At a two-day meeting of the 
National Development Council 
held in the capital on January 
19 and 20, “Approach to the 
fifth Plan--1974-79” was pre¬ 
sented to the members. This is 
the third and final instalment 
of the document. The earlier 
two instalments appeared in 
our issues dated January 26 
and February 2. 

VIII 

Development Outlays 

The resources for the public 
sector Plan have been esti¬ 
mated at Rs 35,595 crores and 
for the private sector at Rs 
15.570 crores. The total of Rs 
51,165 crores includes'Rs 5,850 
crores of current development 
outlay, leaving a balance of 
45,315 crores for investment. 
The projected distribution of 
invcstiblc resources between 
the public and private sectors 
is in the ratio of 65.6 : 34.4. 
If capital transfers* from 
the public sector to the 
private sector on Plan 
account are taken into consi¬ 
deration, the share of private 
sector would be somewhat 
higher than 34.4 per cent. 

2. These estimates of re¬ 
sources have been worked out 

• These include Government loans 
to financial institution^ cultivators, 
small industry (under the State Aid 
to Industries Act and individuals 
and institutions for house-building, 
andqlsofor Government participa¬ 
tion r in the share capital of coope¬ 
ratives. 
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on the assumption of a 5.5 per 
cent annual rale of growth in 
real terms. At this rate the 
gross domestic product at 
1971-72 factor costs is esti¬ 
mated to grow from about Rs 
43,070 crores in 1973-74 to 
Rs 56,300 crores in 1978-79, 
that is by Rs 13,230 crores. 
The implied incremental capi¬ 
tal-output ratio (defined, in 
order to facilitate comparison 
with tne Fourth Plan, as the 
ratio of gross total investment 
at market prices to increase 
in gross value added at 
factor cost) is 3.43, which is 
high enough. It follows that, 
given reasonable efficiency of 
investment is in terms of addi¬ 
tional output, the estimated 
investment is consistent with 
the postulated rate of growth. 

3. in the resources estimates, 
full credit has beeu taken for 
depreciation provision in the 
different sectors. Since no 
allowance on non-Plan ac¬ 
count has been made for 
financing inventories, the Plan 
provision must cover the needs 
of different sectors for both 
gross fixed capital formation 
and inventory accumulation. 
Further, the approach being 
that all the outlays which, 
directly or indirectly, go to 
finance capital formation, 
should be brought within the 
purview of the Plan, provision 
for such items as Government 
administrative and residential 
buildings and loans to Go¬ 
vernment servants for house 
building has to be made on 
Plan account. Capital outlay 
on defence and border roads 
remains outside the purview of 
the Plan and no provision 
needs to be made for this. 

4. The provision for public 
sector investment includes the 
amount that it may make 
available on Plan account to 
the private sector for capital 


formation. To the extent of 
such transfers, while the 
amount is shown under public 
sector, actual investment takes 
place in the private sector. In 
order to present the picture 
accurately, the Resources exer¬ 
cise has, wherever possible, 
provided for direct transfers 
from the financial institutions 
to the private sector rather 
than through the Centre and 
State budgets. The public 
sector is relieved of the need 
to provide for such transfers 
in its own plan. This fact 
needs to be taken into account 
in working out the provision 
for different fields of activity 
in the public sector. 

5. Inter-sectoral allocation 
of Plan funds on a rational 
basis is constrained by severe 
data limitiatons. An important 
requirement of the exercise is 
reliable sectoral estimates of 
incremental capital-output 
ratios. In order to work out 
such estimates, the economy 
has to be disaggregated into 
sectors with a fairly homo¬ 
geneous commodity composi¬ 
tion in terms of incremental 
capital-output ratios. Other¬ 
wise, a change in the relative 
weights of different commo¬ 
dities in the sectoral output 
might invalidate the poslulat- 
capital-output ratio for this 
sector. Secondly, time series 
of output and investment for 
such disaggregated sectors 
have to be built up. In the 
absence of such information, 
it has not been possible to 
work out incremental capital- 
output ratios on the basis of 
observed response of output 
to investment. Widely different 
rate of utilisation af capacity 
in different sectors and in the 
same sector at different times, 
further add to the difficulties of 
working out reliable sectoral 
capital-output ratios. An ana¬ 
lysis of properly worked out 
feasibility reports of project 
sugested for inclusion in the 
Fifth Plan could provide in¬ 
formation in regard to invest¬ 
ment requirements of the 
envisaged rate of growth in 
different sectors. In fact, this 
would be a more reliable 
source of information as, in a 
period of rapid technological 
change, the observed capital- 
output ratios could change 
significantly over a brief 
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period. However, only a few 
such studies are available at 
present. 

6. In order to work out in¬ 
vestment requirements of long 
gestation sectors, it is neces¬ 
sary to take into account, the 
investment on projects spilling 
over from the Fourth Plan 
and the investment that would 
need to be made, in the in¬ 
terest of smooth growth of 
output, on projects that would 
yield benefits in the Sixth 
Plan. Adequate information 
on time phasing of projects 
required for such exercises is 
not available. The problem 
is further complicated by the 
fact that the time phasing of 
projects is not reasonably 
stable. To meet these lacunae, 
work has been initiated in the 
Planning Commission on the 
computation of incremental 
capital-output ratios and the 
delineation of time phasing of 
investment. 

7. For these reasons, it has 
not been possible to obtain 
the investment requirements 
of different sectors endoge¬ 
nously from the model by in¬ 
corporating sectoral incre¬ 
mental capital-output ratios 
into it. In addition there is 
the problem of estimating 
the current development out¬ 
lays in different sectors of 
Plan account. Being part of 
public consumption these have 
in any case to be determined 
exogenously. In view of these 
limitations, the inter-sectoral 
distribution of development 
outlays, including both invest¬ 
ment and current outlay com¬ 
ponents, has been projected 
taking into account the 
following - 

(1) the rates of growth of 
output in different sec¬ 
tors envisaged in the 
preferred variant of the 
Fifth Plan model:. 

(2) the outlays suggested by 
the Divisions for diffe¬ 
rent sectors; 

(3) the need to match the 
current development out¬ 
lays on social services 
with investment in these 
sectors — additional 
school buildings to match 
additional hospital faci¬ 
lities to match additional 
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medical and para-medi¬ 
cal personnel, and so on; 

(4) the need to provide for 
those items which, in the 
past, were outside the 
purview of the Plan; and 

(5) the tentative distribution 
of funds between the 
public and private sec¬ 
tors as indicated in the 
chapter on Financial 
Resources. 

8. The inler-sectoral distri¬ 
bution of funds worked out 
as above is given in the 
Table 1. 

9. In regard to the public- 
sector, the tentative Fifth Plan 
provisions for different heads 
of development have been 
compared with the corres¬ 
ponding original Fourth Plan 
provisions, adjusted for com¬ 


parability with the Fifth Plan 
concepts, in Table II. 

10. Even though, in the ab¬ 
sence of the needed data, 
sectoral incremental capital- 
output ratios were not expli¬ 
citly used to project fixed in¬ 
vestment in differeut sectors, 
the implied incremental out¬ 
put ratios for major sectors 
are given in Table III. 

11. The implied sectoral in¬ 
cremental capital-output 
ratios in the Fourth and the 
Fifth Plans are compared in 
Table IV. 

12. The provisions for diffe¬ 
rent sectors are tentative. 
These will be firmed up in the 
light of concrete projects and 
programmes that may be in¬ 
cluded in the Fifth Plan. The 
needed adjustment will be 

i.i. I 


made in the Draft Plan docu¬ 
ment. 

IX 

Prices, Wages and Incomes 

Inflation is inconsistent with 
the objectives and strategy of 
the Fifth Plan. It tends to 
accentuate inequality, dis¬ 
courages exports, induces avo¬ 
idable imports and pushes 
resources into socially waste¬ 
ful uses such as real estate, 
luxury housing speculative 
inventories, bullion and jewel¬ 
lery and clandestine foreign 
exchange balances. Inflation 
enlivens speculation, stimu¬ 
lates inessential and conspi- 
ous consumption and gene¬ 


rates a climate of industrial 
strife and instability. A fall¬ 
ing value of the rupee makes 
rational accounting difficult. 
Proper formulation and im¬ 
plementation of the Plan re¬ 
quires that effective safeguards 
are provided against inflation. 
This consideration has been 
kept in view in determining 
the rate and pattern of growth 
and working out the scheme of 
financing. 

2. The primary cuuse of 
inflation may be excess demand 
or rising factor costs. How¬ 
ever, whatever the primary 
cause, eventually both the 
factors begin to operate, rein¬ 
forcing each other. Excess de¬ 
mand is reflected in rising 


Table II 

Plan Provision for Different Heads of Development in the Public 
Sector under the Fourth and Fifth Plans 

(Rs crores) 


Fifth Plan Projected Development Outlays 

(Rs crores at 1971-72 prices) 


public sector private total 



-.. 

..- 

— 

sector 

invest- 

S. head of development 

current invest 

- total 

invest- 

ment 

No. 

devel. 

merit 

devel. 

ment 

(2 &4) 


outlay 


outlay 




1 

2 

3 

4 

5 

1 agriculture 

1400 

5600 

7000 

2900 

8500 

2 mining & manufacturing 275 

7425 

7700 

5980 

13405 

3 electricity 

50 

5650 

5700 

100 

5750 

4 construction 

— 

25 

25 

75 

too 

5 transport & communication 75 

6775 

6850 

1845 

8620 

6 trade & storage 


550 

550 

1100 

1650 

7 housing tic sites 


925 

925 

3440 

4365 

8 banking & insurance 

— 

75 

75 

10 

85 

9 public administration 

& 





defence 

— - 

300 

300 


300 

10 other services 

4050 

2420 

6470 

120 

2540 

11 education & training 

1550 

700 

2250 

100 

800 

12 scientific research* 

150 

150 

300 


150 

13 health 

660 

280 

940 

20 

300 

14 family planning .. 

480 

80 

560 

— 

80 

15 nutrition 

500 

— 

500 

— 


.16 urban development 

10 

290 

300 


290 

17 water supply 

10 

790 

800 

— 

790 

18 social welfare 

') 





19 welfare of backward 

y 470 

50 

520 

— 

50 

20 labour welfare .. 

J 





21 miscellaneous 

220 

80 

300 

— 

80 

22 total (1 to 10) .. 

5850 29745 

35595 

15570 

45315 


•This covers research and development programmes of the Department 
of Atomic Energy, the Council of Industrial and Scientific Research and 
the Scientific Survey and Development Division in the Department of 
Science and Technology. The requirements for research and development 
relating to subjects like agriculture, education and health arc to be met 
out of the provision for the respective sectors. When the amounts have 
been determined, these may be brought under the head scientific research. 


Fourth Fifth percentage total 
Plan Plan outlay 





Fourth 

Plan 

Firth 

Plan 

1 


3 

4 

5 

1. agriculture 

3466' 

7000 

20.7 

19.7 

2. mining and manufacturing 

3729 2 

7700 

22.2 

21.6 

3. electricity 

2448 

5700 

14.6 

16.0 

4. construction 

— 

25 


0.1 

5. transport & communications 3887 :i 

6850 

23.2 

19.9 

6. trade & storage 

349 

550 

2.0 

1.5 

7. housing & sites 

251 

925 

1.5 

3.6 

8. banking and insurance 


75 


0.2 

9. public administration 

31 

300 

0.2 

0.8 

10. Other services 

2613 

6470 

15.6 

18.2 

(1) education 

853 

2250 

5.1 

6.3 

(2) scientific research 

140 

300 

0.8 

0.8 

(3) health programme .. 

434 

940 

2.6 

2.7 

(4) family planning 

315 

560 

1.9 

1.6 

(5) nutrition 

i 

500 

. 

1.4 

(6) urban development & 
water supply 

5295 s 

1100 

3.2 

3.1 

(7) welfare programmes 

193 

520 

1.1 

1.5 

(8) miscellaneous 

149 

300 

0.9 

0.8 

11. Total . 

16774 

35595 

JOO.O 

100.0 


Excludes provision for warehousing marketing and storage 
and buffer stocks transferred to “Trade and storage". 

includes replacement outlay of Rs 100 crores. 

8 Includs depreciation provision of Rs 525 crores under rail¬ 
ways and Rs 125 crores under road transport. 

4 Thcrc was no specific provision for nutrition under the 
Fourth Plan. However, provision for nutrition programmes 
was included under certain other sectors like education, health 
etc. 

^Includes additional schemes estimated to cost Rs 122 crores 
which were taken up subsequently. 
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prices. Sooner of later, this in¬ 
duces a rise in factor costs, that 
is in wages and gross profits. 
On the other hand the cost- 
push inflation can he kepi 
going only by expansion of 
demand. When rising prices 
and factor costs mutually 
reinforce each other, the eco¬ 
nomy is caught in an inflatio¬ 
nary spiral. 

3. The Fifth Plan scheme 
of financing seeks to avoid 
generating excess demand. 
Deficit financing is kept down 
to the level at which the con¬ 
sequential Increase in money 
supply with the public and 
aggregate demand will not 
exceed the requirements of 
the economy arising from 
growth in real terms. How¬ 
ever, even if monetary ex¬ 
pansion is kept within rea¬ 
sonable limits, a situation of 
excess demand can arise from 
the failure of production 
to come up to the envisaged 
level. The Fifth Plan deve¬ 
lopment outlay of Rs 51165 
crores is of an order as should, 
given reasonable efficiency in 
the investment of funds and 
in the utilisation of capacity, 


yield the envisaged rate of 
growth of output. In order 
to realise the anticipated 
growth of output, it is neces¬ 
sary to ensure expeditious 
and economical implemen¬ 
tation of projects and pro¬ 
grammes. 

4. In order that the expan¬ 
ded money incomes of the 
poor may have a commensurate 
impact on their living stan¬ 
dards, it is necessary to 
ensure that essential goods 
such as cereals pulses, edible 
oils, standard doth and cook¬ 
ing fuels arc made available at 
reasonably stable prices. To 
make that possible, availabi¬ 
lity of these items should ex¬ 
pand in line with the growing 
demand. If a serious im¬ 
balance, between supply and 
demand is allowed to grow, 
no distribution system can 
take care of the problem. 
The greater the imbalance, 
the heavier will be the strain 
on the distribution system. 
Accordingly, the Fifth Plan 
envisages adequate increases 
in the output of the above 
items : foodgrains, 22 per 
cent; sugar and gur, 28 per 


cent ; vegetable oils, 30 per 
cent ; cotton textiles, 30 per 
cent ; and kerosene oil, 60 
per cent. The provision need¬ 
ed for investment and other 
development outlays has been 
made. 

5. A long-term balance 
between supply and demand 
docs not preclude short-term 
imbalances. This is particularly 
true of agricultural output. 
With barely a quarter of the 
cropped area with irrigation 
facilities, substantial varia¬ 
tions in output due to vagaries 
of monsoon are inevitable. 
Since it is realistic and appro¬ 
priate to aim at self-sufficiency 
in terms of only average sea¬ 
sons, the country would be 
deficit in some years and sur¬ 
plus in others. It is necessary 
to safeguard against exploi¬ 
tation of this situation by 
trade to the detriment of 
consumers and producers, 
more so when the exploitative 
potential of the market has 
increased on account of large 
availability of non bank funds 
and the consequential limited 
efficacy of curbs on bank 
credit for trading operations. 


6. Spine agricultural com* 
moditics such as raw cotton, 
raw jute, oil seeds and rubber 
have been subject to excessive 
inter-and inlra seasonal fluc¬ 
tuations. In the interest of 
sustained growth as well as a 
fair deal to both produ¬ 
cers and consumers, it 
is necessary to moderate these 
fluctuations. Control over 
available supplies of cotton 
would be an effective instru¬ 
ment to influence the product 
pattern of t he cotton textile 
industry. A minimum stock 
of rubber and non-ferrous 
metals is necessary for strategic 
reasons. Since the prices of 
non-ferrous metals are subject 
to w : de fluctuations in the in¬ 
ternational market, a reasona¬ 
ble stock-pile would place the 
country in a better position to 
time its purchases properly. 
A steel bank is needed to assure 
that vital projects will not be 
held up on account of the time 
taken in arranging imports of 
certain critical categories. 

7. On these considerations, 
a substantial expansion of 
public sector role in trade and 
distribution has been envisaged 


Tabu. Ill 

Implied Incremental Capital-output Ratios* in the Fifth Plan 


Sector 

Gross value added at factor 
cost (Rs crores at 1971-72 
prices) 

Gross i 
at 1971 

Fixed 

invest¬ 

ment 

nvestment (Rs crores 
-72 prices) 

Incremental capital-output 
ratio 

1973-74 

1978-79 

Increase 

Inventories 

Total 

Fixed 

invest¬ 

ment 

Inventories 

Total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1. agriculture 

19775 

24024 

4249 

8500 

— 

8500 

2.00 

_ 

2.00 

2. mining and manufacturing 

6810 

10070 

3260 

10835 

2570 

13405 

3.32 

0.79 

4.11 

3. electricity and gas 

488 

797 

309 

5730 

20 

5750 

18.54 

0.06 

18.61 

4. construction 

2218 

3278 

1060 

100 

— 

100 

0.09 

— 

0.09 

5. transport & communications 

2189 

2860 

671 

8575 

45 

8620 

10780 

0.07 

12.85 

6. trade & storage 

4259 

5610 

1351 

450 

1200 

1650 

0.33 

0.89 

1.22 

7. housing and real estate .. 

1449 

1910 

461 

4365 

— 

4365 

9.47 

— 

9.47 

8. banking and insurance 

845 

1113 

268 

85 

— 

85 

0.32 

— 

0.32 

9. public administration and defence 1990 

2621 

631 

290 

10 

300 

0.46 

0.02 

0.48 

10. other services 

3050 

4017 

967 

2540 


2540 

2.63 

— 

2.63 

Jl. total 

43073 

56300 

13227 

41470 

3845 

45315 

3.13 

0.29 

3.43 


* Logically, in computing the incremental capital-output ratios the lag between investment and incremental output must be 
taken into reckoning. But on account of inadequate information on the time phasing of projects and the instability of the 
observed time phasing, the incremental Capital-Output ratios in the table have been computed by dividing total invest¬ 
ment in a period by the increment in value-added during the same period. This proccedure can be shown to be valid 
under vigorous assumption. Even though these need not hold good exactly, as an approximation the procedure used 
appears to be more satisfactory than could have been used. 
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for the Fifth Plan. It has been 
decided to take over wholesate 
trade in wheat and rice and in 
levy sugar. An adequate public 
procurement and distribution 
system has to be built up for 
other foodgraitis, edible oils 
and standard cloth so as to 
meet the needs at least of the 
poorer sections. A substantial 
buffer stock of sugar is to be 
built up as soon as circums¬ 
tances permit. The public sector 
share in cotton and raw jute 
trade is to be expanded. A 
sizeable stockpile of natural 
rubber and non-ferrous metals 
may be created. The steel 
bank will need to be built up 
to a reasonable level. The 
progressive canalisation of im¬ 
ports and exports will continue. 
In recognition of the import¬ 
ance of public sector operations 
in the field of trade and distri¬ 
bution, this sector has been 
treated as a major Head in the 
Plan. Provision has been made 
to finance its investment in 
storage space and trading 
stocks. 

8. The public procurement 
and distribution system for 
essential consumption goods 
may have three tiers. At the 
apex level, a central organisa¬ 
tion may have the responsibility 


for procurement, storage and 
inter-State movement. The 
States may have the full res¬ 
ponsibility for distribution of 
the supplies made available by 
the central organisation. It 
will be for them to decide whe¬ 
ther to entrust this job to the 
Civil Supplies Department or 
an autonomous State organisa¬ 
tion. At the retail level there 
will be the licensed fair price 
shops. The States will have 
the responsibility for opening 
and supervising the fair price 
shops. The success of the 
system depends on the efficiency 
of the fair price shops. About 
40 per cent of the shops are 
accounted for by the four 
States of Kerala, Maharashtra, 
West Bengal and Gujarat. In 
these four States, the system is 
working with reasonable effi¬ 
ciency. In other States, the 
system leaves a lot to be 
desired. Vigorous efforts have 
to be made by State Govern¬ 
ments to remove the defi¬ 
ciencies. 

9. The public procurement 
and distribution of wheat in¬ 
volves a substantial subsidy. 
If the quantum of subsidy 
remains unchanged, the en¬ 
larged operations would involve 
correspondingly higher burdens 

Tabu: IV 


on the budget. It is necessary 
to keep this burden with¬ 
in manageable proportions 
through appropriate adjust¬ 
ments in issue and procurement 
prices. Economies in carrying 
and distribution costs would 
also reduce the required sub¬ 
sidy. Efforts at such econo¬ 
mies need to be pursued. 

10. The market price of a 
commodity is built up of three 
components : cost of material 
inputs, wage and non-wage 
factor costs, and indirect taxes. 
An increase in the indirect tax 
component tends to raise the 
market price. The only way 
to offset the price impact of 
indirect taxes is through econo¬ 
mies in material and factor 
costs. Costs reducing techni¬ 
cal, managerial and other in¬ 
novations have a vital bearing 
on price stability. This is all 
the more so in the context of 
the financing scheme worked 
out for the Fifth Plan. This 
scheme envisages additional 
resource mobilisation of the 
order of Rs. 6615 crorcs. About 
half of this amount may have 
to be raised through indirect 
taxation. In order that this 
may not affect the absolute 
level of prices, steps have to 
be taken to achieve economies 


Sectoral Incremental Capital Output Ratio Implies in the Fourth and the Fifth Plans 

Fourth Plan Fifth Plan 


Sector 

Increase 

Gross 

Incremental 

Increase 

Gross Incremental 


in gross 

fixed in- 

capital out- 

in gross 

fixed in- capital oul- 


value 

vestment put ratio 

value 

vestment put ratio 


added 

(Rs 


added 

(Rs 


at factor 

crores) 


at factor 

crores) 


cost (Rs 



cost (Rs 



crorcs) 



crores) 


1 

2 

3 

4 

5 

6 7 

1. agriculture 

4189 

4441 

1.06 

4249 

8500 2.60 

2. mining and manufacturing 

2108 

6806 

3.23 

3260 

10835 3.32 

3. construction 

605 

— 

— 

1060 

100* 0.09* 

4. electricity and gas 

J66 

2523 

15.20 

309 

5730 18.54 

5. transport and communi¬ 






cations 

555 

5212 

9.39 

671 

8575 12.78 

6. other sectors 

2220 

3910 

1.76 

3678 

7730 2.10 

7; Total 

9843 

22892 

2.33 

13227 

41470 3.14 

In the Fourth Plan no separate provision was indicated for the construction sector. The 


incremental capital-output ratio for this sector in the Fifth Plan is rather low. One 
reason for this is the labour intensive methods used. The other is the fact that while 
the gross value added through construction activity is fully shown under this sector, the 
investment in this activity is partly spread over other sectors. 


of production. The Fifth Plan, 
therefore, attaches great im¬ 
portance to cost reduction. It 
is assumed that measures will 
be taken to overcome factors 
and rigidities that inhibit this. 

11. Over-all price stability 
docs not preclude changes in 
the structure of relative prices. 
Prices of individual commodi¬ 
ties may sometimes have to be 
deliberately adjusted to (1) 
assure reasonable return on 
capital, (2) provide incentive 
for increased production, (3) 
channel resources into prefer¬ 
red fields, (4) discourage 
inessential or undesirable con¬ 
sumption, (5) conserve scarce 
resources such as foreign ex¬ 
change and (6) bring about, in 
the case of commodities likely 
to be in short supply, a new 
balance between supply and 
demand in an orderly way. In 
such cases the price adjust¬ 
ments serve as an important 
policy instrument for the regu¬ 
lation of the economy. 


Wages 

12. Rises in wages unrelated 
to improvement in productivity 
push up wage-costs per unit of 
output. Such rises have to be 
avoided in the interest of price 
stability. Only in the case of 
trades with inordinately low 
wages a rise in these may be 
justifiable independently of 
improvement in productivity. 
In activities where wages are 
low because productivity is 
very low, rises in wages may 
result in reduced demand for 
labour and retrenchment unless 
accompanied by effective 
measures to raise productivity. 
In the public sector wages can 
be maintained at a higher rate 
than justified by labour pro¬ 
ductivity, for losses can be met 
from public revenues. This 
may be a justifiable policy in 
exceptional cases. But, if prac¬ 
tised or acequiesced in on an 
extensive scale, it will eat up 
the resources for development. 
There must be a determined 
drive to raise labour produc¬ 
tivity throughout the economy. 
To this end, the Fifth Plan 
envisages better food, nutrition 
and health standards, higher 
standards of education and 
training, improvement in disci¬ 
pline, and morale, and more 
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productive technology and 
management practices. 

13. In recent years, certain 
sectors have emerged as high- 
wage islands where the white 
collar employees predominate. 
They have, by using pressure, 
pushed up wages to levels that 
are much out of line with the 
general level of wages. It is 
necessary to resist this trend 
in a determined way. Or also, 
there will be heavy in roads 
into the estimated resources lor 
the Plan and the country will 
be pushed into inflation and 
stagnation: 

14. While a statutory mini¬ 
mum wage should be an im¬ 
portant device for raising the 
consumption level of poorer 
sections to the desired mini¬ 
mum, it loses much of its 
significance for removal of 
poverty if it does not carry an 
employment guarantee with it. 
To an unemployed person it 
matters little what the guaran¬ 
teed wage is. Moreover, in 
conditions of widespread un¬ 
employment, it is difficult to 
enforce a minimum wage. Such 
a situation provides ample 
opportunities to the employers 
for evasion, particularly, in the 
unorganized, non-unionised 
sectors. Improvement in labour 
productivity to the level which 
can sustain the envisaged mini¬ 
mum wage and large scale 
expansion of employment 
opportunities are essential for 
successful enforcement of a 
reasonable minimum wage on 
a national scale. Measures 
towards creating these pre¬ 
requisites will receive high 
priority in the Fifth Plan. 

15. Beyond a reasonable 
minimum wage level, the struc¬ 
ture of relative wages is even 
more important than the ab¬ 
solute level of wages. Workers 
and employees in one industry 
or trade may feel agitated not 
so much over the absolute level 
of their wages as on how these 
stand in relation to the levels 
obtaining in other industries 
and trades. An increase allow¬ 
ed in one industry and trade, 
when not fully justified, pro¬ 
vokes demands for higher 
wages elsewhere. In fact, this 
is the only way in which one 
category of workers can hope 


to protect its real wages against 
the inflationary consequences 
of wage rises allowed to other 
categories. It is another matter 
that this way further fuel is 
added to the inflationary fire. 

It should be explored whether 
an equitable national wage 
structure can be evolved which 
may permit the demands for 
wage increases to be dealt with 
in a rational way. 

16. If a national wage-struc¬ 
ture is evolved, it must cover 
both the public and private 
sectors. At present the public 
sector has a difficult problem 
in retaining competent person¬ 
nel. In the private sector, in 
terms of its ethos, the higher 
managerial and technical per¬ 
sonnel receive high emoluments 
including a variety of per¬ 
quisites. If the public sector 
were to offer equally high scales 
of remuneration to competent 
top managerial and technical 
personnel, it would be incon¬ 
sistent with its role in a 
socialist pattern of develop¬ 
ment. if it does not, it finds 
them lured away by the private 
sector. The solution calls for 
a national wage-structure. The 
problem will receive attention 
in the Fifth Plan period. 

Non- Wage Incomes 

17. There is little chance of 
carrying conviction with the 
workers and employees about 
the need to exercise due restraint 
in putting forth wage claims if 
a similar discipline cannot be 
imposed on those who draw 
their income from property and 
enterprises. In private industry 
and trade, excessive incomes 
arise from (i) exercise of mono¬ 
poly power and adoption of 
restrictive practices, (ii) resort 
to corrupt practices by manage¬ 
ments, (iii) exploitation of 
workers, suppliers and consu¬ 
mers, (iv) blackmarketing and 
profiteering, (v) abuse of 
quotas, permits and licences, 
and (vi) tax evasion and avoid¬ 
ance. In the interest of equality 
and stability incomes policy 
must seek to restrain to the 
maximum the excessive in¬ 
comes arising from all sources. 

18. The greater part of the 
marketable surplus of agricul¬ 
tural produce is contributed 
by substantial farmers. They 


naturally benefit most from 
high agricultural prices. A 
proper incomes policy, there¬ 
fore, requires that all pressures 
for fixing procurement prices 
at a level higher than what 
would be reasonably remune¬ 
rative to farmers must be 
resisted. This is all the more 
necessary in the context of 
takeover of wholesale trade in 
some of the major agricultural 
products. Hign procurement 
prices will mean either an 
excessive price for the consu¬ 
mers or a heavy burden of 
subsidy on the budget. In the 
first case, it would upset the 
prices-wages-incomes balance 
and in the second, cut into 
resources needed for develop¬ 
ment. It is equally necessary 
to avoid fixing prices below 
the remunerative level. It 
would be both unfair and 
detrimental to production. 

19. In order to make price 
control a success, it has to be 
backed up by control over 
distribution. Ineffective price 
controls swell the unaccounted 
profits of industry and trade. 
Not only does the consumer 
receive little benefit but also 
the government losses tax 
revenues. Corruption and in¬ 
essential consumption are 
encouraged. In conditions of 
scarcity, it is better to mop up 
the potential surplus by suit¬ 
able excise duty on producers 
rather than have an ineffective 
price control. Ineffective con¬ 
trols that merely direct extra 
profits from producers to 
middle men are inconsistent 
with a growth-oriented prices 
and incomes policy. 

20. With the extensive and 
diversified development of 
institutional finance during the 
last two decades, the scope 
for usurious incomes has 
narrowed. There, however, 
still remain small areas where 
exploitative rates of interest 
obtain. Small and marginal 
farmers, agricultural workers, 
artisans, small operators in 
industry, trade and service 
sectors and poor households 
without access to co-operative 
credit have often to pay exor¬ 
bitant rates of interest. Expan¬ 
sion and diversification of 
institutional finance including 
cooperative credit envisaged 


in the,Fifth Plan will go a 
long way towards eliminating 
usurious incomes. 

21. Rental incomes arise 
mostly from agricultural land 
and urban commercial and 
residential buildings. The envi¬ 
saged ceilings on land, if pro¬ 
perly implemented, must fur¬ 
ther restrain large rental 
incomes. However, even after 
the implementation of land 
reforms a substantial propor¬ 
tion land will continue to be 
rented out whether formally 
or informally. It will help to 
make further progress towards 
removal of poverty in the 
rural areas if this land were to 
be available only to the land¬ 
less and the land-poor cultiva¬ 
tors and not to the substantial 
farmers for further expanding 
their cultivation. Where the 
Development Agencies for 
small and marginal farmers 
and agricultural labourers are 
in operation, the above objec¬ 
tive may be achieved by giving 
these the sole right to take 
land on rent and make it 
available to their members. 
This will also help to enforce 
other measures for the protec¬ 
tion of tenants. Further, the 
land that has escaped the 
ceiling through dispersal may 
yet, through this arrangement, 
become available to the land¬ 
less and land-poor, at least for 
cultivation. 

22, Private ownership of 
urban land and structures 
confers income which is often 
out of proportion to the 
return that can be obtained by 
investors in other sectors of 
the economy. Increase in pro¬ 
perty values is a reflex of the 
development process that may 
be going on in a certain area. 
The existing ownership system 
which permits a small number 
of people to capitalise on the 
benefits is iniquitous . It also 
introduces distortions in the 
process of allocation of re¬ 
sources, including disruption 
of environmental conditions. 
An urban land policy must be 
designed in such a way as to 
avoid giving rise to problems 
referred to earlier, which are 
most acutely felt in large 
metropolitan centres. Any 
policy towards urban property 
must be conceived with the 
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two basic objectives of pre¬ 
venting unearned accretion of 
wealth to the few and enlarged 
provision of housing services 
at prices that most people can 
afford. In the absence of the 
latter, rent control measures 
are bound to remain limited 
in scope. 

23. Public investment in 
housing must be aimed at 
providing low-cost housing to 
the most needy sections. For 
maximising benefit from pub¬ 
lic investment in housing, it is 
important to have complemen¬ 
tary policy of urban transpor¬ 
tation. Piivate investment in 
housing has a positive role to 
plav under present conditions 
of acute housing shortage. 
However, it must correspond 
to certain specifications on 
size and conveniences, both 
for ensuring proper land use 
as well as tor minimising de¬ 
mands on scarce raw materials 
such as steel and cement. 

24. l : or the owners of land, 
houses and other property, 
increments in the value arising 
from Government and other 
public sector development 
outlays are unearned. These 
are in the nature of windfall 
gains. It should be an impor¬ 
tant element of incomes policy 
to appropriate a reasonable 
proportion of such unearned 
increments tor the benefit of 
the society as a whole. Un¬ 
accounted incomes arc incom¬ 
patible with the aims of a 
well conceived incomes policy. 
These accentuate inequality, 
support inessential consump¬ 
tion, finance low priority 
investment, add to inflationary 
pressures, encourage general 
indiscipline and lower public 
morale. It should bean impor¬ 
tant objective of incomes 
policy to reduce such incomes 
to the minimum. This calls 
for effective measures against 
corruption, black marketing, 
tax evasion and other anti¬ 
social activities. 

25. The prices-wages-in¬ 
comes policy for the Fifth 
Plan has been viewed as a 
consistent whole, subserving 
growth with stability and 
social justice. The three facets 
of the policy are closely 
interlinked. It would be im* 


possible or even unjustified, 
beyond a point, to resist 
demands for wage increases if 
prices, at least of important 
essential consumption goods, 
cannot be held reasonably 
stable. On the other hand, 
rising wage-costs must, sooner 
or later, get reflected in higher 
prices. Likewise, wages and 
non-wage incomes are bound 
to react on each other. A 
rise in one must eventually 
touch off a rise in the other. 
An appropriate prices-wages- 
incomes policy must maintain 
reasonable balance among the 
three. 

X 

Regional Imbalances 

The successive Five Year 
Plans have shown a growing 
concern over regional imba¬ 
lances in development. In the 
Third Plan, programmes for 
extension of benefits of ecomo- 
mic progress to the less deve¬ 
loped regions and a widespread 
diffusion of industry were sug¬ 
gested as part of the effort to 
even out regional inequalities. 
Emphasis was laid on the sys¬ 
tematic identification of under¬ 
developed regions as well as 
the promotion of studies of 
economic trends and rates of 
growth in the different regions. 

2. The Fourth Plan took 
note of widening regional im¬ 
balances. It observed that 
because of intrinsic linkages 
between the infra-structural 
facilities, growth and diversi¬ 
fication of economic activities, 
it would not be possible to 
bring about reduction in re¬ 
gional disparities unless atten¬ 
tion was paid to large scale 
expansion of the infra-struc¬ 
ture. 

3. The position adopted in 
the Fourth Plan was that the 
development of backward areas 
in different States was essen¬ 
tially the responsibility of 
State Governments. But the 
Central Government took up 
selective measures to deal with 
particular problems of certain 
backward areas. Apart from 
the weightage given to back¬ 
ward States and States with 
special problems in the alloca¬ 
tion of Centra] Assistance, pro¬ 
grammes for Small Farmers, 


Marginal Farmers, Drought 
Prone Areas, Dry Areas, Tribal 
Areas, and Industrially Back¬ 
ward Areas have been taken 
lip. A more liberal provision 
for the grant component of 
Central assistance has been 
allowed for the hill and border 
areas to encourage substantial 
allocation of funds for their 
accelerated development. Pro¬ 
cedures and policies of finan¬ 
cial and other institutions have 
been adjusted with a view to 
encouraging private invest¬ 
ment. 

4. Even though a beginning 
has thus been made in the 
Fourth Plan regarding accele¬ 
rated development of back¬ 
ward areas and the reduction 
of regional imbalances, the 
measures taken so far have 
not had any appreciable im¬ 
pact. Generally speaking, 
main reason for such a failure 
has been the inability to put 
through the critical minimum 
effort required for a sustained 
process of growth to begin. 
There has been an unfortunate 
tendency to define the needed 
efforts merely in terms of 
financial magnitudes. Organi¬ 
sational and institutional 
aspects of the resource deve¬ 
lopment problem of the back¬ 
ward regions have not been 
attended to. Survey and re¬ 
search work relating to these 
areas have greatly lagged be¬ 
hind. In the Fifth Plan, the 
development of backward re¬ 
gions assumes a critical impor¬ 
tance in view of the emphasis 
laid on increasing the level of 
living of the lowest 30 per cent 
of the population, a significant 
fraction of which is found in 
the backward areas. In keep¬ 
ing with the basic logic of a 
redistributive growth process, 
the primary objective must 
lie in creating additional gain¬ 
ful employment opportunities 
for the largest number of 
people. This will be conducive 
to sustained growth against a 
longterm perspective drawn up 
for each region. Efforts to 
this end will, therefore, have 
to be intensified during the 
Fifth Plan. 

5. The failure of a number 
of areas to have their due share 
in the development process 
owes itself to a combination 


of factors. In several cases, 
relative stagnation is attribu¬ 
table to historical reasons. 
Under colonial rule, the areas 
which were unimportant from 
the point of view of British 
commercial and political in¬ 
terests received less attention 
compared to others. The areas 
under the Indian princes and 
those under the zamindari sys¬ 
tem in one form or the other 
had often more unfavourable 
conditions for development 
initiatives, stimulation of entre¬ 
preneurial abilities and capital 
formation. Some of the areas 
have unfavourable land-man 
ratio. The deficiency is com¬ 
pounded when a poor endow¬ 
ment in respect of other 
natural resources makes it 
difficult to develop diversified 
economic activities. Poor 
infra-structure and the result¬ 
ing absence of external econo¬ 
mics are an important casual 
factor for backwardness. The 
problems of development are 
far more onerous and intrac- 
able in remote and inaccess¬ 
ible hill areas. In many cases, 
the adverse impact of other 
factors is reinforced by socio¬ 
cultural impediments to deve¬ 
lopment. The problem being 
many-sided and varied, it does 
not admit of a fragmentary or 
schematic approach. It re¬ 
quires an appropriate package 
of development policies and 
measures suited to the specific 
conditions. 

6. The efforts for the deve¬ 
lopment of backward areas 
have so far yielded inadequate 
results. The programmes for 
these areas were formulated 
for individual sectors, at the 
State and national levels, in 
uncoordinated fashion, without 
taking into consideration (1) 
the potentials and priorities of 
different areas; (2) the cover¬ 
age, dimensions and thrust of 
other programmes taken up in 
an area; and (3) the overall 
orientation and capabilities of 
the existing administrative and 
institu ional structures. This 
fragmentary approach has 
adversely affected progress in 
three important ways. It has 
led to the enforcement of 
exogenous priorities. Secondly, 
it has impeded proper coordi¬ 
nation and synchronised im¬ 
plementation of inter-related 


EASTERN ECONOMIST 


271 


FEBRUARY 9, 1973 



programmes. Thirdly, it has 
diluted the impact of Central 
programmes either through 
the substitution of State re¬ 
sources by Central resources 
or by failure to organise sup¬ 
porting action in the State 
sector. The urgency of the 
problem and the dimensions of 
the effort required for its solu¬ 
tion call for more positive 
and integrated efforts on the 
part of the States, the Centre 
and the financial institutions. 

7. The problem of backward 
areas, being essentially a pro¬ 
blem of area development, 
calls for an area approach. 
The first step, naturally, would 
be to identify the backward 
areas on which efforts are to 
be concentrated during the 
Fifth Plan period. In order to 
achieve satisfactory results, a 
certain cri tical minimum deve¬ 
lopment effort must be under¬ 
taken in the identified areas. 
If the resources are spread out 
thinly, there may be little im¬ 
pact on the problem. While 
there can be no objection to 
the States identifying back¬ 
ward areas on the basis of 
criteria suited to their condi¬ 
tions, it will be necessary to 
evolve some objective national 
criteria for demarcating the 
areas in which the Central 
Government together with the 
States and financial institution 
would participate more actively 
in promoting accelerated deve¬ 
lopment. 

8. Once the backward areas 
have been identified, it will be 
necessary to formulate integ¬ 
rated development program¬ 
mes on the basis of assessment 
of the resources endowment 
and the quality and coverage 
of existing infrastructural faci¬ 
lities. In these programmes, 
high priority will need to be 
given to creation, and expan¬ 
sion of basic economic and 
social infrastructure covering 
irrigation, communications, 
credit, marketing power, edu¬ 
cation, health and administra¬ 
tive improvements. The 
National Minimum Needs Pro¬ 
gramme will have to be integ¬ 
rated with the overall program¬ 
me. Fiscal and monetary 
incentives, consultancy services, 
and licensing policy will help 


in promoting investment in 
these areas. 

9. The institutional arrange¬ 
ments for the formulation and 
implementation of integrated 
development programmes for 
backward areas as well as the 
mode of financing need to be 
worked out. The subject is 
being examined in the Plann¬ 
ing Commission. It is quite 
clear that the primary res¬ 
ponsibility for development of 
the backward areas will lie with 
the States. In order to dis¬ 
charge this responsibility satis¬ 
factorily, they will need to 
build up adequate machinery 
for the formulation and imple¬ 
mentation of integrated back¬ 
ward area development pro¬ 
grammes. The emphasis on 
multi-level planning and streng¬ 
thening of the planning 
machinery in the States derives 
substantially from this consi¬ 
deration. 

XI 

Backward Classes 

The Directive Principles of 
the Constitution lay down that 
the State shall promote with 
special care the educational 
and economic interests of the 
weaker sections of the people, 
and in particular, of scheduled 
castes and scheduled tribes, 
and shall protect them from 
social injustice and exploita¬ 
tion. In the past, the Five 
Year Plans have attempted 
some measures in this direc¬ 
tion. So far, major program¬ 
mes for development of back¬ 
ward classes have been in the 
Centrally sponsored sector. 
These inculde post-matric 
scholarships, girls’ hostels, 
tribal development blocks, 
research and training, and 
improvement in living and 
working conditions of scaven¬ 
gers. In State Plans, most of 
the programmes, are distribu¬ 
tive in content and are in the 
form of grants-in-aid and 
subsidies to individuals. The 
schemes for economic improve¬ 
ment of backward classes are 
largely in the nature of aids to 
individuals for purchase of 
agricultural implements, bul¬ 
locks, fertilisers, land reclama¬ 
tion and for taking up village 
industries and handicrafts. 

2. Experience shows that 


most of these programmes in 
the absence of adequate finan¬ 
cial backing and organisa¬ 
tional support, had little impact 
on the poverty, educational 
backwardness and social 
disabilities of backward classes. 
Allocations under welfare of 
backward classes which were 
meant to be supplementary to 
the outlays in the general 
sectors of development have, 
in fact, substituted the latter. 
Not infrequently, while pro¬ 
grammes and policiles are 
advocated on behalf of the 
poor, they are not actual 
beneficiaries. The benefits 
often do not reach those for 
whom they are intended. In 
the case of area based pro¬ 
grammes such as the tribal 
development blocks which have 
been taken up since the 
Second Plan, the impact has 
not been satisfactory on 
account of limited areas covered 
and the absence of substantial 
investment on such program¬ 
mes as minor irrigation deve¬ 
lopment of communications 
and electrification. 

3. At present development 
programmes in agriculture, 
animal husbandry, village and 
small scale industries arc not 
formulated to cater to the 
special needs of the backward 
classes and the tribal areas. 
Nor are the resources avail¬ 
able in the supplemental sector 
of backward classes develope- 
ment sufficient to make up 
the deficiency. Besides, or¬ 
ganisational machinery and 
administration are ill-equipped 
for the task. 

4. In the Fifth Plan the 
strategy of development of 
backward classes places greater 
emphasis on the role of the 
general sector in providing 
major developmental program¬ 
mes. The public consumption 
programmes, specially in re¬ 
gard to minimum needs, will 
Involve eligibility conditions 
which will give high priority 
to scheduled castes scheduled 
tribes and nomadic tribes. 
Programmes of the general 
sector which include agricul¬ 
ture, land reforms, village and 
small scale industries, training 
programmes for employment 
in semi-skilled professions, and 
communications will accord 


high priority to development 
of backward classes. Education, 
economic development and 
social legislation programmes 
will be directed towards im- 
porvement in the quality of life 
of these communities, enabling 
them over a period of time of 
reach reasonable levels of 
development. 

5. In the past, the benefits 
of development both in genersal 
sector and especially in the 
backward classes sector have 
not percolated to the lower 
sections of these communities. 
It has become necessary to 
identify the more backward 
among the backward classes 
with a view to taking to them 
programmes covering econo¬ 
mic development and the 
minimum needs. 

6. The most deprived fami¬ 
lies among the backward 
classes will not afford the 
basic services required for 
normal growth and develop¬ 
ment of childern. Accordingly, 
minimal integrated child care 
services such as supplementary 
nutrition and immunisation 
will be provided for reducing 
high infant mortality and thus 
eventually promote the adop¬ 
tion of the small family norm 
health development of the 
young. 

7. In addition to these pro¬ 
motional efforts^ special pro¬ 
grammes to encourage talented 
students from among the 
backward communities and 
coaching schemes to help them 
to increase their competitive 
ability will be necessary. From 
middle school onwards efforts 
will be directed towards suit¬ 
able career planning and guid- 
Pnce with a view to promoting 
gainful employment. 

8. In the social services 
sector, efforts for the improve¬ 
ment of working and living 
conditions of those cnaaged m 
unclean occupations will re¬ 
ceive priority. Connected with 
this is the need to take mea¬ 
sures for removing untoucha- 
abitity through proper enforce¬ 
ment of the Untouchability 
(Offences) Act and promotion 
of aware ness for the removal 
of social disabilities. 

9. Although the area-based 
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tribal development block pro¬ 
grammes have been under¬ 
taken, experience shows that 
the block area was far too 
small a unit for large invest¬ 
ments in infrastructure. Pro¬ 
grammes of communications, 
nlinor irrigation, marketing 
and higher education could 
not be taken with the 
tribal block funds alone. 
In future, therefore, a large 
flow of funds from various 
sectors of development will be 
directed to meet the require¬ 
ments of each specific area. 
Thit will be based on a care¬ 
fully drawn up area plan. 

tO. Apart from integrated 
area planning for the tribal 
areas, there are small pockets 
of tribal concentrations throu¬ 
ghout the country which 
require attention. The prob¬ 
lems of development of these 
pockets will have to be taken 
into consideration while detail¬ 
ed mulli-lcvcl planning is done 
in each State. Programmes 
for denotilied tribes would 
aim at their rehabilitaton. 

II. In the past, research 
programmes in the waltare 
of backward classes sector 
have laid greater stress on 
tribal problems. The problems 
of scheduled castes and de- 
notified tribes have tended to 
be neglected. In the Fifth 
Plan, research would be spon¬ 
sored in a systematic way 
concerning the problems of 
these communities also. Train¬ 
ing programmes implemented 
so far were meant for the 
personnel working among 
tribals at district and block 
levels. In the Fifth Plan per¬ 
sonnel would have to be 
trained to deal with specific 
problems of these communities 
such as social disabilities of 
scheduled castes and denoti- 
fled tribes. 

XII 

Implementation 

The importance of imple¬ 
mentation can scarcely be 
over-emphasised. The best of 
plans can go wrong for lack 
of effective implementation. 
The Fifth Plan will be judged 
by the results that we achieve. 
There is imperative need to 
evolve an appropriate set of 


policies and procedures for 
implementation. Some of the 
areas calling for major effort 
to improve implementation 
are discussed below. 

Policy frame 

2. The new directions given 
to development effort, the 
greater responsibilities assu¬ 
med, and the magnitude of 
the tasks in certain vital 
sectors call for a consistent 
policy-frame tightly coordi¬ 
nated with implementation. 
The Plan, the policies, and 
their implementation must 
have the coherence and coor¬ 
dination of a well-conceived 
military operation. The 
greatly enhanced outlays pro¬ 
vided for in the Plan must 
not be allowed to be dissipated 
by inappropriate and uncoor¬ 
dinated policies and actions, 
necessary step in that direction 
is to translate the broad app¬ 
roach to the Plan into a de¬ 
tailed policy frame for im¬ 
plementation. It is proposed 
to devote concentrated atten¬ 
tion during the next few mon¬ 
ths towards working out a 
consistent policy-frame en¬ 
compassing agricultural policy, 
industrial policy, price-wage 
incomes policy, policy for 
resources mobilisation, policy 
for regional balance in deve¬ 
lopment, and management 
policies. 

Project Formulation and 
Execution 

3. In order to ensure that 
the growth of output envisaged 
in the Plan materialises, the 
efforts at project formulation 
need to be intensified. It is 
only on the basis of actual 
to be intensified. It is only 
on the basis of actual projects 
that the feasibility of the out¬ 
put targets contained in the 
Plan can be tested. Ptogress 
so far has been slow. When 
the work on the Fifth Plan 
was initiated at the beginning 
of 1972 the idea was to gene¬ 
rate a shelf of well-worked out 
and properly evaluated pro¬ 
jects well before the finalisation 
of the Plan so that a proper 
choice could be made on the 
basis of well-dclined criteria. 
At the present pace of project 
formulation, the scope for 
any such choice seems limited. 


In fact, in several long-gesta¬ 
tion fields, not even as many 
well-worked out projects may 
be available as need to be 
included in the Plan. One 
of the reasons for the poor 
performance of several key 
sectors in the Fourth Plan is 
that preparation and eva¬ 
luation of projects and issue 
of sanctions was undertaken 
much after the Plan had been 
finalised and the projects 
concerned had been in¬ 
cluded in it. This experience 
must not be repealed. Now 
that broad sectoral allocations 
have been worked out, fullest 
effort should be directed by 
the Ministries and their im¬ 
plementing agencies towards 
translating them into concrete 
projects and programmes. 
The planning Commission 
will need to keep a watch 
over this and monitor their 
progress closely. This is the 
most important follow-up 
action that needs to be taken 
as a matter of high priority. 
The Ministries and Depart¬ 
ments will have to gear up 
for this task. Machinery 
for project preparation and 
evalution will need to be 
strengthened both at the 
Centre and in States on an 
urgent basis. It will also be 
necessary to provide in the 
Annual Plan for 1973-74 spe¬ 
cific provision for advance 
action in respect of the core 
sectors. 

4. Improved project pre¬ 
paration will make for eco¬ 
nomy and speed in construc¬ 
tion. Other policies and mea¬ 
sures would also be necessary. 
These include : proper sequen¬ 
cing of projects so as to avoid 
bunching ; avoidance of dis¬ 
persal of finacial and physical 
resources involved in taking 
up too many projects simulta¬ 
neously ; expeditious finali¬ 
sation of arrangements for 
meeting the rupee and foreign 
exchange costs; promotion of 
efficient construction organi¬ 
sations, techniques and mana¬ 
gement practices : coordinated 
execution of inter-related pro¬ 
jects and, within a project, of 
inter-related phases; and eli¬ 
mination of bottle-necks in 
the supply and movement of 
construction material and 
equipment. There is need 


for a proper balance between 
the claims of indigenisation 
and considerations of speedy 
implementation. 

5. In those sectors where 
there is a powerful employ¬ 
ment impact, directly or thro¬ 
ugh the linkages with other 
sectors when the enterprises 
go into production, there is a 
strong case for expediting the 
implementation of projects, if 
necessary, by employing me¬ 
chanised construction methods. 
The lower level of employ¬ 
ment during construction will 
be more than compensated 
for by the more powerful em¬ 
ployment impact of an earlier 
commissioning of the enter¬ 
prise. Substantial other bene¬ 
fits may also accrue. Mecha¬ 
nisation of construction is by 
no means the only way to 
raise its efficiency.. Organi¬ 
sational improvements play 
an important role. In the 
past, delays, inefficiency and 
cost over-runs in construction 
have, perhaps, been the most 
important factor for short¬ 
falls in Plan achievements. 
If the enormous volume of 
construction in the Fifth Plan, 
estimated at over Rs. 25000 
crorcs, is to be put through 
economically and on time, a 
high priority must be atta¬ 
ched to improving the efficiency 
of this sector. Accordingly, 
much more attention will be 
given to the technical and 
organisational upgrading of 
the construction sector than 
in the past. Construction has 
been recognised as a separate 
sector for the first time and a 
specific provision made for it. 

Utilisation of Capacity. 

6. Under-utilisation of capa¬ 
city means so much waste of 
resources. It is particularly 
regrettable when the industries 
affected arc those catering to 
the needs of essential con¬ 
sumption, high priority in¬ 
vestment, exports and import 
substitution. In industries 
with strong backward and 
forward linkages, under-utili¬ 
sation of capacity has wide¬ 
spread repercussions. At 
present, the problem affects a 
substantial segment of the 
economy including such key 
and essential fields as iron and 
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steel, eon-coking coal, ferti- 
li engineering goods, 

power, rail transport, sugar 
and irrigation. The Fifth 
Plan assumes a reasonable 
rate of capacity utilisation, 
particularly in sectors produc¬ 
ing essential goods and ser¬ 
vices. Bold initiatives are 
needed in institution building, 
policy making and the adop¬ 
tion of procedures to create 
and utilise capacities in the 
key and essential fields. 

Intersectoral Disproportions 
7. An important factor for 
under-utilisation of capacity 
is the emergence and persis¬ 
tence of intersectoral dispro¬ 
portions. The imbalances 
between the supply and de¬ 
mand for steel, non-ferrous 
metals, fertilisers, certain 
basic chemicals, sugar-cane, 
fibres, oil seeds, power and 
rail transport facilities, in 
certain sections and for cer¬ 
tain commodities, exemplify 
such disproportions. Imba¬ 
lances within individual enter¬ 
prises are also a factor for 
under-utilisation of capacity. 
All these disproportions re¬ 
flect weaknesses in planning, 
implementation and utilisation 
of capacity. Efforts must be 
intensified for removing these 
weaknesses. 

Maintenance 

. 8. Operational problems, 
jpften attributable to poor 
maintenance, arc another im¬ 
portant factor for under-utili¬ 
sation of capacity. Main¬ 
tenance needs to be given 
much more attention. An 
important step to that end 
has been to expand the scope 
of Pian investment to cover 
not only new investment but 
also major replacement, re¬ 
newal and renovation. Since 
the Plan provision will be 
made on the basis of gross 
fixed capital formation, main¬ 
tenance of fixed assets in 
proper form should receive 
adequate attention. 

Management and Industrial 
Relations 

9. Inadequacies of manage¬ 
ment and bad industrial rela¬ 
tions are among the most im¬ 
portant factors for delay and 
inefficiency in implementation 
of projects and for under-uti¬ 
lisation of capacity. In the 


public sector, which is wholly 
or largely responsible for de¬ 
velopment in certain key fields 
and now absorbs the greater 
part of Plan investment, the 
position is no better than in 
the private sector. It is im¬ 
perative to bring about a 
marked improvement in the 
operational efficiency of the 
public sector as also of the 
private sector. 

10. In the public sector, the 
main thrust has to be towards 
professionalisation of manage¬ 
ment and towards involving 
the working class in running 
the public enterprises which 
have to play a leading role in 
the pattern of industrialisation 
that we have adopted. The 
present situation leaves a great 
deal to be de&ired in this direc¬ 
tion. It is doubtful if the 
management in the public 
undertakings possesses the 
right type of orientation. The 
role of the working class in 
managerial functions is insigni¬ 
ficant. The existing system 
of higher technical education 
and training almost completely 
excludes the working class. 
There are hardly any rank and 
file workers in our technical 
and management institutes and 
colleges. Even the most bril¬ 
liant and the most earnest 
among the rank and the file 
workers have little chance of 
moving to the leading posi¬ 
tions. Vertical mobility, there¬ 
fore, needs to be promoted to 
the maximum possible extent. 

11. The efficient running of 
the public sector is a matter of 
the utmost importance. This 
is much more than a simple 
management problem. It calls 
for effective measures to win 
enthusiastic support of the 
working class, to create in it 
a sense of belonging, and to 
encourage and assist it to play 
a leading role in the operation 
and management of the public 
sector enterprises. 

12. Some unification of the 
trade union movement is neces¬ 
sary even for smooth function¬ 
ing of the modern capitalist 
society, let alone for building 
up a socialist society. Only 
this way can industrial rela¬ 
tions be put on an orderly 
basis, through collective bar¬ 
gaining and other devices. In 
the context of the role thatlhe 


working class must play in a 
socialist partern of develop¬ 
ment, it is all the more neces¬ 
sary to promote its organisa¬ 
tional unity. But that will not 
be enough. If a unified trade 
union movement does not have 
a socialist outlook, it may use 
its strength just to press for 
exaggerated economic claims. 
This will hamper rather than 
promote a socialist pattern of 
development. The working 
class must acquire not only 
organisational unity but also a 
socialist outlook. 

13. Also, the leading role of 
the working class implies that 
eventually a high proportion 
of the leading technical and 
managerial positions in the 
public enterprises must be 
occupied by people promoted 
from the rank and file. Techni¬ 
cal and management education 
will have to be geared to this 
objective. Promising rank and 
file workers should be picked 
up for training. In due course, 
they should comprise the 
greater part of the student 
body. The white-collar orien¬ 
tation of training institutes 
must be gradually discarded. 
Courses will need to be design¬ 
ed to suit the need of worker 
trainees. 

14. In the private sector, 
improvement of industrial 
relations and reform of mana¬ 
gement are an important task. 
Measures suggested in relation 
to the public sector are equally 
relevant for the private sector. 
In particular, it is necessary to 
emphasise professionalisation 
of management and active 
association of the working 
class. Fuller utilisation of 
capacity and expeditious im¬ 
plementation of projects are 
equally important. Effective 
measures are necessary to 
enable the private sector to 
play its part in realising the 
growth objective of the Plan. 

Administrative Structure 

15. The accelerated growth 
and a pattern of development 
weighted in favour of basic 
industries, agriculture and 
social services require a basic 
change in the administrative 
structure. An antiquated struc¬ 
ture and the leisurely proce¬ 
dures are incompatible with 
the fulfilment of the Plan tasks. 


Attention needs to be given 
towards evolving an adminis¬ 
trative set-up and modes of 
functioning which can meet 
the challenge of the Plan. Pro¬ 
fessionalism in administration 
must be promoted. The ad¬ 
ministrator must have the 
capability and the initiative 
to provide active leadership 
rather than merely react to 
the views and actions of 
others. He must be account¬ 
able for results. There is need 
for visible improvement in the 
management and operation of 
the public sector. In the 
remaining period of the 
Fourth Plan the managements 
of the public enterprises must 
undertakes systematic analysis 
of deficiencies and gaps in 
their functioning. Structural 
changes in organisation and 
management must be intro¬ 
duced speedily so as to ensure 
that public sector enterprises 
are run with efficiency. 

Involvement of the People 

16. The Fifth Plan is much 
more than an internally con¬ 
sistent mathematical exercise. 
It is conceived as the rallying 
point for a supreme national 
effort in a decisive phase of 
our struggle for a self-reliant 
economy and for social justice. 
This struggle is another war 
that the country has to fight 
and win—a war on poverty, 
dependence and stagnation. 
As in any war, there will be 
difficulties and setbacks. But 
it is necessary to push ahead 
with determination without 
any doubts, wavering and hesi¬ 
tation. Success in this worthy 
struggle calls for discipline, 
hard work and sacrifices from 
all sections of the population. 
In order to ensure that theee 
are forthcoming in the required 
measure, there is need for 
active involvement of the 
people in the formulation and 
implementation of the Plan. 
The involvement of youth on 
a massive scale can bring 
about a qualitative improve¬ 
ment in implementation. High 
priority would be accorded 
towards working out and putt¬ 
ing into practice the varied 
modalities of people's involve¬ 
ment. The Fifth Plan must be 
truly a people’s plan in every 
sense of the term. 

( Concluded ) 
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Industrial 
policy: 

government’s 
new decisions 

The following is the full 
text of the statement issued 
by the Union Ministry of 
Industrial Development on 
February 2, 1973, announcing 
the changes effected in indus¬ 
trial policy : 

Government have carefully 
reviewed their policies relat¬ 
ing to industrial development 
in the light of the experience 
gained in the implementa¬ 
tion of the Industrial Licen¬ 
sing Policy of February 18 
1970 and in the context of 
the approach to the fifth five 
year Plan. The Industrial 
Policy Resolution of 195o 
has la,id down the basic prin¬ 
ciples that govern Govern¬ 
ment’s approach towards in¬ 
dustrial development. These 
principles have been derived 
from the Directive Principles 
of State Policy contained in 
the Constitution and from 
the adoption by Parliament 
in December 1954 of the so¬ 
cialist pattern of society as 
tiie objective of social and 
economic policy. The indus¬ 
trial Policy Resolution of 
1956 will continue to govern 
Government’s policies for 
achieving the objectives of 
growth, social justice and 
self-reliance in the industrial 
sphere. 

Role of Public Sector 

2. As pointed out in the 
Industrial Policy Resolution 
the adoption of the socialist 
pattern of society as the na¬ 
tional objective, as well as 
the need for planned and ra¬ 
pid “development, requires 
that all industries of basic 
and strategic importance, or 
in the nature of public utility 
services, should be in the 
public sector. Other indus¬ 


tries which are essential and 
require investment on a scale 
which only the state, in the 
present circumstances could 
provide, have also to be in 
the public sector. In the 
context of the approach to 
the fifth five year Plan the 
state will have to take direct 
responsibility for the future 
development of industries 
over a wide field in order to 
promote the cardinal objec¬ 
tives of growth, social jus¬ 
tice, self-reliance and satis¬ 
faction of basic minimum 
needs. 

Licensing Policy 

3. The industrial Licensing 
Policy of February 18 1970 
was formulated in the con¬ 
text of the Fourth Plan. It 
also precedes the coming into 
effect of the Monopolies anti 
Restrictive Trade Practices 
Act, 1969. Government con¬ 
sider it desirable to up date 
the industrial licensing policy 
in order to reflect the app¬ 
roach to the fifth Plan and 
taking into account the legal 
and institutional anange- 
ments that arc now a\ailable 
for the effective control of 
the concentration of econo¬ 
mic power. The intention in 
amending the Industrial Li¬ 
censing Policy at this time is 
that greater clarity in the in¬ 
vestment climate will facili¬ 
tate the priorities and pro¬ 
duction objectives in the 
Fifth Plan. 

4. The Industrial Licensing 
Policy of 1970 places certain 
restrictions on undertakings 
belonging to the larger indus- 
rial houses as defined in tr»^ 
report of the Industrial Li¬ 
censing Policy Inquiry Com¬ 
mittee (ILPIC). Such con¬ 
cerns are ordinarily excluded 
from participating in sectors 
other than the core and hea¬ 
vy investment sectors leaving 
the opportunities in the re¬ 
maining sectors primarily to 
other classes of entreprene¬ 
urs. The definition of larger 
industrial houses adopted by 
the ILPIC was, however, on 
the basis of assets, along with 
assets of interconnected un¬ 
dertakings. exceeding Rs 35 
crores. Government consider 
that the definition of larger 


industrial houses to be adop¬ 
ted for licensing restriction* 
should be in conformity in 
all respects with that adop¬ 
ted in the MRTP Act 1969. 
The definition adopted in 
that Act is on the basis of a 
lower limit of assets, along 
with assets of inter-connec¬ 
ted undertakings, of not less 
than Rs 20 crorcs. The adop¬ 
tion of the lower limit of Rs 
20 crores as w'ell as the de¬ 
finition of inter-connected 
undertakings as provided in 
the MRTP Act 1969 will re¬ 
sult in a more effective con¬ 
trol on the concentration of 
economic power; it will also 
remove the contradiction 
between the definition of 
larger industrial houses for 
licensing purposes (which is 
based on the ILPIC report) 
and for the control of con¬ 
centration of economic power 
(which is based on the 
MRT P Act. 1969). 

5. Government consider it 
desirable to consolidate the 
list of industries which are 
open, along with other appli¬ 
cants, for the participation 
of larger industrial houses ( \s 
defined in the MRTP Act). 
In the context ul the app¬ 
roach to the Fifth Plan, the 
core industries of importance 
to the national economy in 
the future, industries having 
direct linkages with such 
core industries, and industri¬ 
es with a long term export 
potential are all of basic, cri¬ 
tical and strategic impor¬ 
tance for the growth of the 
economy. A consolidated list 
of such industries is attached 
in Appendix 1. Such of the 
industries included in Sche¬ 
dule A of the industrial Poli¬ 
cy Resolution, 1956 will be 
resetved for the public sec¬ 
tor. Larger houses will be 
eligible to participate in and 
contribute to the establish¬ 
ment of industries in the list 
included in Appendix 1 along 
with other applicants, provi¬ 
ded that the item of manu¬ 
facture is not one that is re¬ 
served for production in the 
public sector or in the small 
scale sector. They will ordi¬ 
narily be excluded from the 
industries not included in 
this list except where, as is 
permitted under existing ar¬ 


rangements, production is 
predominantly for exports. 

6. Foreign concerns and 
subsidiaries and branches of 
foreign companies will be 
eligible to participate in the 
industries specified in Appen¬ 
dix 1 along with other appli¬ 
cants but will ordinarily be 
excluded from the industries 
not included in this list. They 
will also be entitled as at 
present to invest in industries 
where production is predomi¬ 
nantly for exports. Their in¬ 
vestments will be subject as 
hitherto to the “guidelines on 
the dilution of foreign equi¬ 
ty' 4 and will be examined 
with special reference to 
technological aspects, export 
possibilities and the over-all 
effect on the balance of pay¬ 
ments. 

Small-scale and Co-operative 
Sectors 

7. In the implementation of 
ihe licensing policy Govern¬ 
ment will ensure that licens¬ 
ing decisions conform to the 
growth piotilc of the Plan and 
that techno-economic and 
social considerations such as 
economies of scale, appro¬ 
priate technology, balanced 
regional development and 
development of backward 
areas are fully reflected. Gov¬ 
ernment's policy will conti¬ 
nue to be to encourage com¬ 
petent small and medium en¬ 
trepreneurs in all industries 
including those listed in Ap¬ 
pendix I. Such entrepreneurs 
will be preferred vis-a-vis the 
larger industrial houses and 
foreign companies, in the set¬ 
ting up of new capacity. Li¬ 
censing policy will seek to 
promote production of ancil- 
laries, wherever feasible and 
appropriate, in the medium 
or small scale sector. Co¬ 
operatives and small and me¬ 
dium entrepreneurs will be 
encouraged to participate in 
the production of mass con¬ 
sumption goods with the pub¬ 
lic sector also taking an in¬ 
creasing role. Other investors 
will be allowed to participate 
in the production of mass 
consumption goods only if 
there arc special factors such 
as sizable economies of scale 
resulting in reduced prices. 
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technological improvements, 
large investment require¬ 
ments, substantial export 
possibilities or as part of nnv 
dcrnisalion. Government also 
intend to enlarge and inten¬ 
sify a variety of positive 
measures designed to pro¬ 
mote the growth of small 
and medium entrepreneurs. 

8. The exemption limit from 
licensing provisions which 
now applies to substantial 
expansions and new' under¬ 
takings up to Rs one crore 
by way of fixed assets in 
land, buildings and machi¬ 
nery will be continued. This 
exemption will not apply to 
large industrial houses and tit 
dominant undertakings as 
defined in the MR I P Act 
and tu foieign companies in¬ 
cluding their branches and 
subsidiaries. Aiong with ma¬ 
king the definition of larger 
industrial houses consistent 
with the vine adopted under 
the MRTP Act. Govcrn/ncnl 
have also decided that the 
exemption will not apply to 
existing licensed or registered 
undertakings having fixed as¬ 
sets exceeding Rs 5 crores. 
Such undertakings will here¬ 
after be subject to the licens¬ 
ing provisions of 1 lie Indus¬ 
tries (Development anil Re¬ 
gulation) Act, 1951 in respect 
of new undertakings as well 
as expansions and diversifica¬ 
tions in the delieensed sector. 
Government hope that these 
changes will act as a safe¬ 
guard against the entry of 
large undertakings into areas 
that are primarily meant fin- 
small, medium and new en¬ 
trepreneurs. 

9. The existing policy of 
reservation i’or the small 
scale sector (involving invest¬ 
ment in machinery and equip¬ 
ment up to Rs 7.5 lakhs, and 
in the ease of ancillaiy indus¬ 
tries up to R> 10 lakhs) will 
be continued. The area of 
such reservation will be ex¬ 
tended consistent with poten¬ 
tialities and performance of 
the small-scale sector. The 
policy of encouragement to 
the co-operative sector will 
receive special emphasis in 
industries which process agri¬ 
cultural raw materials such 
as sugarcane, jute, cotton or 


produce agricultural inputs 
such as fertilisers. The co¬ 
operative sector is also ideal¬ 
ly suited for the manufacture 
and distribution of mass con¬ 
sumption goods. 

Joint Sector 

10. Government's policy re¬ 
garding the joint sector is de- 
jived from the Industrial Po¬ 
licy Resolution, 1956 and 
the objective of reducing the 
concentration of economic 
power. In appropriate cas¬ 
es, the central and state gov¬ 
ernments have taken equity 
participation either directly 
or through their corporations 
with private parties. .Some 
joint sector units have come 
up in this way. This type of 
joint sector unit is a device 
which may be resorted to in 
specific cases having regard 
to the production targets of 
the Plan. Rach proposal for 
establishing a joint sector 
unit of this nature will have 
to be judged and decided on 
its merits in the light of gov¬ 
ernment’s social and econo¬ 
mic objectives. The joint sec¬ 
tor will also be a promotional 
instrument, as for instance, in 
cases where state govern¬ 
ments go into partnership 
with new and medium entre¬ 
preneurs in order to guide 
them in developing a priority 
industry. 

11. Government specifically 
wish to clarify that the joint 
sector will not be permitted 
to be used for the entry of 
larger houses, dominant un¬ 
dertakings and foreign com¬ 
panies in industries in which 
they are otherwise precluded 
on their own. In all the dif¬ 
ferent kinds of joint scclor 
units, the government will 
ensure for itself an clTeclivc 
role in guiding policies, ma 
nagement and operations, the 
actual pattern and mode be¬ 
ing decided as appropriate in 
each case. 

12. Government hope that 
with these clarifications there 
will be greater certainty in 
the investment climate and 
that all sections of the com¬ 
munity will come forward 
to play their due role in the 
promotion of growth with 
self-reliance within the ac- 
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ccpted framework of a soda- 
list pattern of society. The 
changes now proposed are 
designed to stimulate growth 
in all priority industries of 
importance to the Fifth Plan 
subject to a more effective 
enforcement of social objec¬ 
tives. It will be government’s 
objective to maintain a dura¬ 
ble framework of licensing 
and other connected policies 
consistent with the basic 
principles of the Industrial 
Policy Resolution of 1956 
and to further streamline li¬ 
censing and connected proce¬ 
dures, wherever necessary, so 
as to expedite the investment 
process in all its stages. 

(Note: The classification of 
industries follows the First 
Schedule to the Industries 
(Development and Regula¬ 
tion) Act, 1951. Items of ma¬ 
nufacture reserved for the 
public sector under Schedule 


New central 
ministry 

The Prime Minister, Mrs 
Indira Gandhi, has expanded 
her Council of Ministers from 
49 to 60. There are twelve 
new entrants in the Ministry. 
None has been dropped, but 
one—Mr Baijnath Kureel, 
Deputy Minister for Irriga¬ 
tion and Power—has resigned 
following his election as Pre¬ 
sident of the U.P. Congress. 

The new Council of Minis¬ 
ters consists of 17 ministers 
of cabinet rank, 21 ministers 
of state and 22 deputy minis¬ 
ters. The new entrants are: 

(1) Cabinet Ministers: (i) 
Mr Dev Kanta Borooah; (ii) 
Mr Bhola Paswan Shastri: 
(iii) Mr K. Raghuramaiah: 
and (iv) Mr L.N. Mishra (hi¬ 
therto Minister of State for 
Foreign Trade; he has been 
elevated to cabinet rank). 

(2) Ministers of State: (i) 
Mr Mansinhji Bhasahab Ra- 

t na; and (ii) Mr Surendra Pal 


A to the Industrial Policy 
Resolution, 1956 or for pro¬ 
duction in the small scale 
sector as may be notified 
from time to time will be 
excluded from the applica¬ 
tion of the list). 

1. Metallurgical industries: 

(1) Ferro alloys (2) Steel cas¬ 
tings and forgins (3) Special 
steels (4) Non-ferrous metals 
and their alloys. 

2. Boilers and steam gene¬ 
rating plants. 

3. Prime movers (other than 
electrical generators): (1) In¬ 
dustrial turbines (2) Internal 
combustion engines. 

4. Electrical equipment: CD 
Equipment for transmission 
and distribution of electricity 

(2) Electrical motors (3) Elec¬ 
trical furnaces (4) X-ray equ¬ 
ipment (5) Electronic com¬ 
ponents and equipment. 


Singh (hitherto Deputy Mi¬ 
nister for External Affairs). 

(3) Deputy Ministers: (i) 
Mr Arvind Nctam; (ii) Mr 
Janaki Ballav Patnaik; (iii) 
Mr Prana Kumar Mukhcrjee; 
(iv) Mr Ziaur Rahman An- 
sari; (v) Mr Subodh Chandra 
Hansda; (vi) Mr Sukhdev 
Prasad; (vii) Mr Kondajji 
Basappa: and (viii) Mr G. 
Venkat Swamy. 

All the senior Cabinet Mi¬ 
nisters. with the exception of 
Mr Umashankar Dikshit, 
have retained their portfolios 
some with minor changes. 
Mr Dikshit has taken over 
the charge of the Home Mi¬ 
nistry, which was hitherto 
being looked after by the 
Prime Minister herself. The 
Minister for Railways. Mr 
T.A. Pai, has , been put in 
charge of a new' portfolio of 
heavy industries. This port¬ 
folio has been created by tak¬ 
ing out all the engineering 
and electrical public under¬ 
takings from the Ministry of 
Industrial Development. Mr 
Dev Kanta Borooah has been 
appointed Minister for Pet- 
loleum and Chemicals. This 
portfolio was being looked 
after by Mr H.R. Gokhale. 
Mr Gokhale has retained the 
Ministry of Law and Justice 


5. Transportation: (1) Me¬ 
chanised sailing vessels upto 
1000 DWT (2) Ship ancillaries 

(3) Commercial vehicles. 

6. Industrial machinery. 

7. Machine tools 

8. Agricultural machinery: 
tractors and power tillers. 

9. Earthmoving machinery. 

10. Industrial instruments: 
indicating, recording and re¬ 
gulating devices for pressure, 
temperature, rale of flow, 
weights, level and the like. 

11. Scientific instruments. 

12. Nitrogenous and phos- 
phatic fertilisers falling under 
‘(1) Inorganic fertilisers’ un¬ 
der ‘18. Fertilisers' in the 
First vSchcdulc to the ID&R 
ACT. 1951. 

13. Chemicals (other than 
fertilisers): (I) Inorganic hea¬ 
vy chemicals (2) Organic hea¬ 


but in place of the Ministry 
of Petroleum and Chemicals, 
he has been asked to look 
after the Department of 
Company Affairs. Mr Raj 
Bahadur has retained the 
Ministry of Shipping Trans¬ 
port, but has passed on the 
portfolio of parliamentary 
affairs to Mr K. Raghuramai- 
ah. Mr Bhola Paswan Shas¬ 
tri has been put in charge of 

Cabinet 


1. Mrs Indira Gandhi: 


2. Mr Fukhruddin Ali Ah¬ 
med: 

3. Mr Y.B. Chavan: 

4. Mr Jagjivan Ram: 

5. Sardar Swaran Singh: 

6. Mr D.P. Dhar: 

7. Mr Umashankai Dikshit: 

8. Mr H.R. Gokhale: 

9. Mr S. Mohan Kumara- 
niangalam; 

10. Mr T.A. Par 

11. Mr Raj Bahadur: 

12. Dr. Karan Singh: 


vy chemicals (3) Fine chemi¬ 
cals, including photographic 
chemicals (4) Synthetic resins 
and plastics (5) Synthetic 
rubbers (6) Man-made fibres 
(7) Industrial explosives (8) 
Insecticides, fungicides, w’ce- 
dicides and the like (9) Syn¬ 
thetic detergents (10) Miscel¬ 
laneous chemicals (for indus¬ 
trial use only). 

14. Drug* and pharmaceu¬ 
ticals. 

15. Paper and pulp includ¬ 
ing paper products. 

16. Automobile tyres and 
tubes. 

17. Plate glass. 

18. Ceramics: (D Refracto¬ 
ries (2) Furnace lining bricks- 
acidic. basic and neutral. 

19. Cement products: (1) 
Portland cement (2) Asbestos 
cement. 


the Ministry of Works and 
Housing. Mr L.N. Mishra 
moves on to the Ministry of 
Railways. 

Seven Ministers of .State 
will now hold independent 
charge of their portfolios. 

The following is the com¬ 
pete list of the members of 
the new Central Ministry al¬ 
ong with their portfolios: 


Ministers 


Prime Minister, Minister of 
Atomic Energy, Minister 
Elcclmnics. Minister of 
Information and Broad¬ 
casting and Minister of 
Space. 

Minister of Agriculture. 

Minister of Finance. 

Minister of Defence. 

Minister of Fxtcrnal Affairs. 
Minister of Planning. 
Minister of Home Affairs. 
Minister of Law ami Justice 
and Company Affairs. 
Ministci of Steel and Mines. 

Minister of Heavy Industry. 
Minister of Shipping and 
Transport. 

Minister of Tourism and 
Civil Aviation. 
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13. Mr C. vSubramaniam: 

t4. Mr Bhola Paswan Shastri: 

15. Mr K. Raghuramaiah: 

16. Mr Dev Kanta Borooah: 

17. Mr L. N. Mishra: 


Minister of Industrial Deve¬ 
lopment and Science and 
Technology. 

Minister of Works and Hous¬ 
ing. 

Minister of Parliamentary 
Affairs. 

Minister of Petroleum & 
Chemicals. 

Minister of Railways. 


Ministers of State (in charge of Ministries or Departments) 


1. Mr H.N. Bahuguna: 

2. Mr R. K. Khadilkar: 

3. Prof. S. Nurul Hasan: 

4. Mr Shah Nawaz Khan: 

5. Mr Raghunath Reddy: 

6. Prof. D.P. Chattopadhya- 
ya: 

7. Dr. K.L. Ra;>. 


Minister of Communications. 
Minister of Health and 
Family Planning. 

Minister of Education, Soci¬ 
al Welfare and Culture. 
Minister of Supply. 

Minister of labour and 
Rehabilitation. 

Minister of Commerce. 

Minister of Irrigation and 
Power. 


Ministers of State 


1. Mr Niti Raj Singh 
Chaudhary: 

2. Mr D.R. Chav an: 

3. Mr Mohan Dharia: 

4. Mr K.R. Ganesh: 

5. Mr I.K. Gujral: 

6. Dr. (Smt.) Sarojini 
Mahishi: 

7. Mr Om Mehta: 

8. Mr R.N. Mirdha: 

9. Mr K.C. Punt: 


10. Mr Annasaheb P. Sliinde: 

11. Prof. Slier Singh: 

12. Mr V.C. Shukla: 

13. Mr Surcndra Pal Singh* 


Minister of State in the 

Ministry of Law, Justice 
and Company Affairs. 

Minister of State in the 

Ministry of Law, Justice 
and Company Affairs. 

Minister of State in the 

Ministry of Planning. 

Minister of State in the 

Ministry of Finance. 

Minister of State in the 

Ministry of Information 
and Broadcasting. 

Minister of State in the 

Ministry of ‘Tourism and 
Civil Aviation. 

Minister of State in the 

Department of Parliamen¬ 
tary Affairs and in the 
Ministry of Works and 
Housing. 

Minister of State in the 

Ministry of Home Affairs 
and in the Department of 
Personnel. 

Minister of State in the 

Ministry of Home Affairs 
who will also assist the 
Prime Minister in parlia¬ 
mentary work relating to 
the Department of Atomic 
Energy and Electronics, & 
Department of Space. 

Minister of State in the 

Ministry of Agriculture. 

Minister of Slate in the 

Ministry of Agriculture. 

Minister of Stale (Defence 
Production) in the Minis¬ 
try of Defence. 

Minister ot State in the 

Ministry of External Affairs. 


14. Mr M.B. Rana: Minister of State ii> the 

Ministry of Shipping and 
Transport. 

Deputy Ministers 


1. Mr F.FI. Mohsin: 

2. Mr Bedabrata Barue: 

3. Mr A.C. George: 

4. Prof. A.K. Kisku: 

5. Mr Jagann?th Pahadia: 

6. Mr Mohd. Shall Qurcshi: 

7. Mrs Sushila Kohatgi:* 

8. Mr D. P. Yadav: 

9. Mr B. Shankaranand: 

10. Mr Kedar Nath Singh: 

11. Prof. Siddheshwar Prasad: 

12. Mr Dalbir Singh: 

13. Mr Dharam Bir Sinha: 

14. Mr Balgovind Verma: 

15. Mr Arvind Netam: 

16. Mr J.B. Patnaik: 

17. Mr P.K. Mukherjcc: 

18. Mr Z.R. Ansari 

19. Subodh Chandra 
Flansda: 

20. Mr Sukhdev Prasad: 

21. Mr Kondajji Basappa: 

22. Mr G. Venkat Swamy: 


Deputy Minister in the 

Ministry of Home Affairs. 

Deputy Minister in the 

Ministry of Law, Justice 
and Company Affairs. 

Deputy Minister in the 

Ministry of Commerce. 

Deputy Minister in the 

Ministry of Health and 
Family Planning. 

Deputy Minister in the 

Ministry of Communica¬ 
tions. 

Deputy Minister in the 

Ministry of Railways. 

Deputy Minister in the 

Ministry of Education and 
Social Welfare and in the 
Department of Culture. 

Deputy Minister in the 

Ministry of Education and 
Social Welfare and in the 
Department ot Culture. 

Deputy Minister in the 

Department of Parliamen¬ 
tary Affairs. 

Deputy Minister in the 

Department of Parliamen¬ 
tary Affairs. 

Deputy Minister in the 
Ministry of Heavy Indus¬ 
try. 

Deputy Minister in the 

Ministry of Petroleum and 
Chemicals. 

Deputy Minister in the 

Ministry of Information 
and Broadcasting. 

Deputy Minister in the 
Ministry of Irrigation and 
Power. 

Deputy Minister in the 

Ministry of Finance. 

Deputy Minister in the 

Ministry of Defence. 

Deputy Minister in the 
Ministry of Industrial De¬ 
velopment. 

Deputy Minister in the 
Ministry of Industrial De¬ 
velopment. 

Deputy Minister in the 
Ministry of Steel and 
Mines. 

Deputy Minister in the 
Ministry of Steel and 
Mines. 

Deputy Minister in the 
Ministry of Health and 
Family Planning. 

Deputy Minister in the 
Ministry of Labour and 
Rehabilitation. 
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A n^iirnrl U Qrt I The much-awaited announcements re- 

mixea DmQ * garding the revision of the industrial 

** policy and the reorganisation of the econo¬ 

mic ministries and departments of the union government have been made. They arc 
welcome to the extent they reflect the anxiety of the government to step up the rate of 
industrial growth which has left much to be desired during the past seven or eight 
years. But it is debatable whether they will be able to accelerate the pace of develop¬ 
ment to the levels projected for the fiftn Plan period. 


eastern 

ECONOMIST 

FEBRUARY 16, 1973 


The main virtue of the statement on industrial policy, which was issued on Febru¬ 
ary 2, is that it reiterates government’s adherence to the Industrial Policy Resolution of 
1956. Though belatedly, the government has come to realise that the 1956 Resolution 
is flexible enough to accommodate its leftist allies within the framework of the pattern 
of mixed economy in which the aim is to enable the public sector to have sway in certain 
selected areas and to attain commanding heights in some other fields in which the private 
sector is to be allowed to co-exist with the public sector. This should clear the confu¬ 
sion created in the recent past by the pronouncements of various ministers, particularly 
the Minister for Industrial Development, Mr C. Subramaniam, and the Minister for 
Planning, Mr D.P. Dhar. 

The statement also spells out the role that the large industrial houses and foreign 
companies or their subsid&rics and branches are expected to play in the future industrial 
development of the country. In this context, the concept of joint sector has as well 
been clarified to a somewhat greater extent than has been the case hitherto. As many as 
19 industries have been specifically listed which will be open, along with other applicants, 
for participation by the large industrial houses and foreign concerns, subject to the 
operation of the Monopolies and Restrictive Trade Practices Act and the “guidelines 
on the dilution of foreign equity”. These categories of entrepreneurs will also be allowed 
to invest in industries the productionof which is to be predominantly for export. Fur¬ 
ther, their entry will not be completely debarred in the sectors not exclusively reserved 
for the public and the small-scale sectors; they will be allowed to participate in the pro¬ 
duction of mass consumption goods, if special factors such as sizeable economics of 
scale (resulting in reduced prices), technology and large investment requirements, mo¬ 
dernization, etc., warrant so. 
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Thus, while a flexible approach is proposed to be maintained in respect of the 
fields of activity of the large industrial houses and foreign concerns, efforts will be made 
to encourage small and medium entrepreneurs through according them preferential 
treatment in all industries open to participation by private enterprise. This should 
augur well for the fifth Plan development programmes, provided, of course, care is taken 
to implement the policy in the spirit in which the February 2 statement has been drawn 
up. Undue delays in the clearance of the projects of the large industrial houses and 
foreign concerns will complicate matters. To avoid these delays, the competence of 
small and medium entrepreneurs to do the job within the stipulated time ought to be 
assessed quickly. 

So far as the success of the joint sector is concerned, much will depend on the guide¬ 
lines that are proposed to be drawn up for the purpose. It is, however, heartening to 
note that a joint sector unit will be judged and decided on its merits, of course, in the 
light of the government’s social and economic objectives. t The joint sector is also pro¬ 
posed to be used^ts an instrument for promoting industrial activity in cases where stale 
governments go into partnership with new and medium entrepreneurs in order to guide 
them in developing a priority industry. But this promotional role, apparently, can 
only be limited in view of the paucity of professional managers and technical personnel. 

The concept of joint sector at present has real significance in respect of industrial 
units which require large funds, have long gestation periods and which belong to the 
key and basic sectors of the economy. As a result of the progressive channelling of 
savings into the governmental financing institutions and the capital market in the coun¬ 
try being very sluggish, all private entrepreneurs, whether big or small, have to depend 
upon these institutions for funds. The pricing policy of the government in regard to 
the products of the basic and key industries is also such that it docs not allow enough 
generation of internal resources for the expansion of an existing unit or the setting up 
of any new major venture. If the idea is to marry the managerial and technical skills 
available in the private sector with the resources of the public sector, the worthwhile 
joint sector projects can be set up only in collaboration with large industrial houses. 

The most baffling aspect of the joint sector obviously is the management and day- 
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to-day operations of an industrial unit 
belonging to this sector. The February 2 
statement says that “in all different kinds 
of joint sector units, the government will 
ensure for itself an effective role in guid¬ 
ing policies, management and operations, 
the actual pattern and mode being decided 
as appropriate in each case”. The state¬ 
ment is silent on the say which will be 
allowed to the private party collaborating 
in a joint sector project. Unless the private 
party too is permitted an adequate say, 
at least in the management of the project, 
it will be very difficult to induce it to offer 
its collaboration. 

The most objectionable part of the 
February 2 statement, however, is the 
scaling’down of the definition of the large 
industrial houses in the report of the In¬ 
dustrial Licensing Policy Inquiry Commit¬ 
tee (popularly known as the Dutt Com¬ 
mittee), which formed the basis of the re¬ 
vision of the industrial policy in February, 
1970, to the level of the one contained 
in the Monopolies and Restrictive Trade 
Practices Act. The effect of this is 
that any industrial house which has 
assets, including those of the inter¬ 
connected companies, exceeding Rs 20 
crores, will be treated as a large house for 
the purposes of industrial licensing. The 
number of large industrial houses in the 
country, thus, will go up from about 20 
to 50 or more. This implies that even if an 
industrial house has three or four fairly 
sizeable undertakings, it will attract the 
stringent provisions of the MRTP Act. 
This can inhibit industrial growth, des¬ 
pite the flexible approach of the February 
2 statement. The scaling up of the MRTP 
Act definition of a large industrial house 
to the level of the one contained in 
the Dutt Committee’s report would have 
been more appropriate, considering the 
persistent expansion in the prices spiral. 
Incidentally, the restoration of licensing for 
units with assets of five crores of rupees for 
projects requiring investments of one crorc 
of rupees should help in directing the 
growth of these companies into the priority 
areas. 

The reallocation of business among the 
various economic ministries and the de¬ 
partments of the union government, simi¬ 
larly, has its good and bad points. The 
most important outcome of this reallo¬ 
cation is the creation of the Ministry of 
Heavy Industries and the conversion of 
the Ministry of Foreign Trade into the 
Ministry of Commerce, which, along with 
the external trade of the country, will 
deal with internal trade. 

The creation of the Ministry of Heavy 
Industries brings under one umbrella the 
core and the heavy sectors of the country’s 
industrial structure. No doubt this had 
been experimented with in the fifties too, 
the dimensions of these two sectors of our 


industrial economy have grown to such an 
extent that they could be clubbed into a 
viable ministry under the charge of a minis¬ 
ter of cabinet rank. But since besides 
handling the public sector units in the core 
and heavy sectors, this ministry will be 
required to look after the private sector 
undertakings in these two spheres of in¬ 
dustrial activity, it will have to frame po¬ 
licy directions also. This will lead to 
overlapping of the functions of the Minis¬ 
try of Industrial Development which al¬ 
ready has been feeling various constraints 
in the discharge of its duties of guiding the 
industrialisation of the country, because 
of the division of industries among vari¬ 
ous ministries. 

The authority of the Ministry of Indus¬ 
trial Development, thus, has been under¬ 
mined further, even though a couple of 
industries have been transferred to it 
from the former Ministry of Foreign 
Trade. In this transfer too, one fails to 
understand why the Ministry of Com¬ 
merce has been asked to handle the cotton 
textile industry, while the National Textile 
Corporation, which manages quite a subs¬ 
tantial portion of the textile industry, has 
been brought within the purview of the 
Ministry of Industrial Development. 


Mr Ray's 
approach 
to industry 

The government of India is reported to 
have conveyed its concern to the govern¬ 
ment of West Bengal over the disappoint¬ 
ing performance of the state’s 
Industrial Development Corporation. The 
reasons for this are said to be paucity of 
funds, absence of clear directives from 
the state government, and the lack of 
harmonious relationship among the 
officers of the Corporation. Mr Siddhar- 
tha Shankar Ray, the Chief Minister of 
West Bengal, has been recently trumpet¬ 
ing the achievements of his ministry by 
extensive advertisements through news¬ 
papers and other media. But the failure 
of the state's Industrial Development 
Corporation to make progress in indus¬ 
trial promotion, surely, is a sad reflection 
on the ministry’s capacity to speed up 
West Bengal’s economic revival. 

In the last few years, it has been a 
favourite theme of some political parties 
as well as newspapers in West Bengal to 
carry on a systematic tirade against the 
alleged indifference, and even hostility, 
of the government of India towards the 
industrial development of West Bengal. 


The placing of the Ministry of Com¬ 
merce under *thf independent charge of a 
minister of state cannot be considered a 
happy decision. The attempts of the .go¬ 
vernment to expand the public distribution 
system in various items of mass consump¬ 
tion is bound to make the portfolio of 
internal trade a heavy charge. The port¬ 
folio of external trade itself requires whole¬ 
time attention, especially when in the com¬ 
ing years, with the drying up of foreign 
assistance, we will have to earn enough 
foreign exchange to finance our import 
requirements. Will it be possible for a 
junior minister to look after two growing 
portfolios of vital importance? 

The transfer of the Department of 
Statistics from the Cabinet Secretariat 
and the Directorate of Manpower from 
the Home Ministry to the Planning Com¬ 
mission is welcome, for their operations 
have a direct bearing on planning. The 
transfer of the matters relating to the crea¬ 
tion of a pool for temporary placement of 
Indian scientists and technologists return¬ 
ing from abroad, from the Home Ministry 
to the Department of Science and Techno¬ 
logy, similarly, is a step in (he right 
direction. 


New Delhi was charged with the deliber¬ 
ate neglect of West Bengal in the matter 
of issuing letters of intent and industrial 
licences, allocation of raw materials and 
finance, in placing orders on the indus¬ 
tries in this state for purchases through 
the Directorate of Supplies and Disposals, 
and in several other matters. Figures 
were often quoted to prove how Maha¬ 
rashtra’s economy had made rapid pro¬ 
gress while that of West Bengal was 
allowed to stagnate as a result of the 
centre’s policy of discrimination. There 
was little appreciation of the fact that 
West Bengal’s failure to develop its 
economy rapidly was not so much due 
to any machinations of New Delhi, but 
mainly because of the state’s political and 
administrative weaknesses and deficien¬ 
cies. It was thought that at least after Mr 
Ray’s ministry took over in last March, 
industrial development of West Bengal 
would get a powerful and persistent 
impetus. But this hope has not yet 
materialised. 

The West Bengal Industrial Develop¬ 
ment Corporation has been “reorganised” 
several times in the last one year but 
today it seems to be as ineffective as ever. 
The 16-point programme, announced by 
the government of India in August, 1971, 
said that “immediate steps'* would be 
taken to vitalise and strengthen the 
Industrial Development Corporation. It 
was stated that once it was reorganised, 
it might be possible to issue debentures 
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and persude the public financing institu¬ 
tions to subscribe to them. After Mr 
Ray’s ministry came into existence in last 
March, the Corporation was reconstituted 
in*order to make it “a dynamic promo¬ 
tional agency” for industrial growth in 
the state. Its activities were directed 
towards stimulating investment in indus¬ 
trial enterprise and development of infra¬ 
structure facilities. The Corporation 
was expected to act as “a catalytic agent” 
by participating in joint ventures through 
contribution towards the share capita] or 
underwriting shares or offering guarantees 
against bank guarantees. The Corpora¬ 
tion was also called upon to implement 
the scheme of incentives. But it has 
failed to function in the expected manner. 

It seems surprising indeed that the 
Corporation should suffer from a dearth 
of money. Its authorised capital is Rs 5 
crores, but till last March, it was given 
Rs 96.38 lakhs in share capital and Rs 
47.37 lakhs in loan. The money at its 
disposal in last November was only Rs 65 
lakhs. The Corporation is reported to 
have asked the state government for 
about Rs 5 crores so that it could effec¬ 
tively implement the various incentive 
schemes. These provide for the refund of 
sales tax to the existing units as well as to 
the units that will be set up; relief from 
other duties and rates, and contribution 
towards the cost of feasibility studies. 
But for some reason or the other, the 
Corporation has not been provided with 
all the money it needs with the result it is 
not able to perform its role successfully. 
Entrepreneurs get frustrated when they 
experience delay and difficulties in getting 
the reliefs and concessions promised to 
them. It is reported that the Corporation 
till now has been able to help only 31 
organisations with about Rs 67 lakhs. 

In this context, it is relevant to note 
the commendable progress that has been 
achieved by the State Industrial and 
Investment Corporation of Maharashtra 
(SICOM). In the last six years of its 
existence, SICOM has promoted an 
industrial investment of over Rs 315 
crores in about 1350 industrial units. Of 
these, over 700 units with an investment 
of Rs 134 crores have already commenced 
production and the others are expected 
to start operation in the near future. 
One wonders what prevents the Industrial 
Development Corporation of West 
Bengal also from showing the same kind 
of initiative and enthusiam as SICOM. 

The scope for setting up new indus¬ 
tries in West Bengal is quite substantial. 
West Bengal has often urged that the 
state’s major industries like jute, tea, and 
coal do not have growth potential and 
therefore new industries like petro¬ 
chemicals, electronics, auto-ancillaries 


and so on should be promoted. Techni¬ 
cal surveys conducted under official and 
non-official auspices have revealed large 
scope for various kinds of industries— 
large, medium, and small—which can 
contribute substantially to the creation of 
large opportunities for employment. But 
in the absence of energetic efforts by 
the state government, the prospects of 
rapid industrialisation appear bleak. It 
may be recalled that the 16-point pro¬ 
gramme of 1971 envisaged the creation 
of 2000 small units per year in West 
Bengal, that is, double the then existing 
number. Though many small units 
have recently come into existence, it 
is not known how many of them arc 
actually flourishing. 

Mr Ray should now undertake another 
“reorganitation” of the Industrial Deve¬ 
lopment Corporation but in a really 
realistic sense. SICOM is reported to 
have a fund of about Rs 25 crores in 
the form of capital and debentures. The 
West Bengal Corporation should also 
have adequate money at its disposal. It 
should be provided with suitably qualified 
and competent persons to implement 
effectively the various schemes for indus¬ 
trial development. The Corporation 
should concentrate its energy on stimulat¬ 


ing investment in industrial enterprise 
rather than on developing infrastructure 
facilities which can be left to other 
agencies. 

But what is more important is that Mr 
Ray’s government should give up its 
policy of baiting the private sector for 
ideological purposes. In the recent 
months, the West Bengal Chief Minister 
has been contributing to the creation of 
uncertainty and nervousness among in¬ 
dustrialists by lending his powerful 
support to pleas by trade unions and 
others for indiscriminate “take-overs” of 
industries and trades. Typical of this 
attitude is his reaction to the central 
government’s decision to nationalise the 
non-coking coal industry. Mr Ray 
described it as “undoubtedly a great step 
towards socialism” and remarked that 
from now onwards this industry would be 
“managed and preserved by the people”. 
The Chief Minister is also reported to have 
referred to the coal sector as “the most 
dishonest in Indian industry which has che¬ 
ated, robbed, and exploited the workers”. 
Will such sweeping and intemperate re¬ 
marks help to revive business confidence? 
What West Bengal needs at present is a 
dynamic and not a demagogic approach 
to industrial development. 


Power famine 
in south India 

The increase in the power cut in Tamil 
Nadu from 25 to 40 per cent for HT 
consumers and from 15 to 25 per cent 
for continuous process industries (effec¬ 
tive from February 1) and the major 
breakdown in power generation and dis¬ 
tribution in Andhra Pradesh due to the 
closure of a number of thermal units 
have brought into sharp focus the preca¬ 
rious power situation in the southern 
region. At a seminar recently organised 
by the southern India Chamber of Com¬ 
merce, the different problems relating 
to power planning and implementation 
of schemes were discussed by experts. It 
was emphasised by Mr R. Vcnkataraman, 
former Minister for Industries in Tamil 
Nadu and a former member of the Plan¬ 
ning Commission, that immediate atten¬ 
tion should be paid to an improvement 
in the operating efficiency of thermal and 
hydel units as the targets for the fifth 
Plan were conceived unrealistically. It is 
virtually impossible to think of additions 
to generating capacity by as much as five 
million kws annually when it is not 
possible at present to add more than 1.5 
million kws yearly. 

The failure to give proper attention to 
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the maintenance of generating equipment, 
the lapses in tackling effectively the ques¬ 
tions pertaining to the transport of coal 
to thermal stations in deficit areas and 
absence of integrated grid operations in 
many regions have been responsible for 
bringing about the present impasse. Such 
a phenomenon of power shortage all 
over the country, except in Madhya 
Pradesh and Kerala, has not been wit¬ 
nessed in recent years and there is now 
despair whether at all there will be that 
desired improvement in power availabili¬ 
ty which will be helpful in achieving a 
defined growth in industrial and agricul¬ 
tural production. 

In Andhra Pradesh, the breakdown of 
generating sets has resulted in a loss of 
capacity at Kothagudem and Ramagun- 
dem, albeit, temporarily, of 200 mws. 
As the total capacity in this state is only 
around 650 mws and there is poor storage 
in hydel reservoirs, many industrial units 
have had to close down their operations 
and return to normalcy is not expected 
before the middle of this year. It may be 
that the recent disturbances in the state 
have had a complicating effect. But the 
fact cannot be overlooked that the state 
has no lack of coal resources and it is 
perhaps the only one in the region which 
is amply endowed with thermal and hydel 
resources. In spite of the advantages in 
this regard, power planning has not 
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proceeded on proper lines and Andhra 
Pradesh cannot hope to overcome its 
difficulties unless there are massive addi¬ 
tions to thermal capacity and arrange¬ 
ments are made expeditiously to develop 
coal mines and increase raisings in a big 
way. Without expansion of generating 
capacity to 2000 mws b> the end ol the 
fifth Plan, there can be no hope of ade¬ 
quate availability or awikliinco of inter¬ 
ruptions to power supply. 

In Tamil Nadu, the piescni impasse is 
due partly to the inexcusable delay in 
rectifying the difficulties in mining opera¬ 
tions at Neyveli and making suitable 
arrangements for the transport of coal 
for use by the Ennorc thermal stations 
and for- improvement to the sea water 
cooling system. It is hard to visualise 
why the central government failed to 
recognise the importance of incurring 
strategic investment in the lignite mine 
for enabling the huge thermal station to 
supply firm power to 400 mws oil an 
average throughout the year, This power 
could easily be stepped up to 450 mws 
if only lignite raisings could be raised to 
six million tonnes annually. The state 
government too is culpable in not bring¬ 
ing to the attention of the central govern¬ 
ment the strategic role of Neyveli in the 
power grid of the southern region. It 
was somehow under the impression that 
the newly constructed Ennorc thermal 
station would come to its rescue and any 
deficit in power availability could always 
be overcome by purchases from Mysore 
and Kerala. 

The calculations in this regard, how¬ 
ever, have seriously gone wrong and a 
situation has now emerged in which even 
with normal rainfall during the next 
south-west monsoon period, there is no 
prospect of any large export of power 
from Mysore or Kerala* The former 
state particularly may not be prepared 
to supply large quantities ol hydel power 
as it would be anxious to conserve its 
storage for sometime until it became 
clear in 1974 that there would be no 
repetition of the present happenings. 
There is also no prospect of any substan¬ 
tial additions to the generating capacity 
in the next three or four years until the 
Kalinadhi project lakes shape. Kerala, 
of course, is more comfortably placed 
now and may be in a position to spare 
some quantities later in the year if the 
south-west monsoons are satisfactory. 
Also, if the first phase ofthcldikki pro¬ 
ject can be completed by at least the 
next year, some tangible help can be given 
to the power hungry neighbouring slates. 

The new problems that have arisen, how¬ 
ever, are proposed to be handled energe¬ 
tically with the intioduction of short-term 
and long-termfmeastires. As the Tamil 


Nadu Minister for Industries Mr S. 
Madhavan, has pointed out, power plan- 
ning in the southern region has to be 
carried out on a co-ordinated basis and 
the large untapped potential of Kerala 
and Mysore has to be tapped on the 
basis of the highest priority for making 
available large blocks of power on a 
cheap and assured basis. These two states 
can easily bring into being 4000 mws of 
In del capacity with the implementation 
of three or four schemes within a decade. 
The central government should provide 
the necessary resources with Tamil Nadu 
also making its own contribution to the 
extent possible. In the meantime, every 
effort should be made to improve the 
working of Neyveli and Ennorc as these 
two stations can yield an additional 300 
mws of power. The availability of power 
from the two stations can further improve 
to 500 mws when two new sets are added 
at Ennorc. The fourth unit in the latter 
centre is scheduled to be ready in the next 
three or four months and the fifth unit in 
two years from now. It may not be 
possible to overcome the problems of 
Neyveli immediately without a firming up 
of the lignite mine. But it should not be 
difficult to enable Ennorc to function 
more efficiently. Since coal supplies may 
not be available in adequate quantities 
from one source, a search should be 
made for suitable coal from the West 
Bengal, Bihar and Orissa areas and regu¬ 
lar arrangements completed for move¬ 
ment by sea. Even if the present un¬ 
settled conditions in Andhra Pradesh 
were overcome it is unlikely that the 
Singareni collieries would be in a position 
to meet the increased needs of Ennore 
and the proposed station at Mcttur unless 
there is also an expansion of the capa¬ 
city of the mines in Andhra Pradesh. The 
movement of coal by sea should be sub¬ 
sidised by the government. 

As regards Neyveli, the conversion of 
two boilers into oil burning is expected 
to be completed in a year, but the rehabi¬ 
litation scheme does not seem to be being 
implemented energetically. Even if steps 
could be taken to raise lignite output by 
half a million or one million tonnes, 
another 100 mws of power could be 
generated though the brieqetting plant 
can function only on a token basix It 
may be that the target of six million 
tonnes annually can be achieved only in 
three or four years. But any gradual 
increase in output would yield immediate 
results. After all, it is a problem of 
removing overburden on a defined basis 
and if Cud da lore sandstone is requiring 
more tough mining machinery, that 
should be made available. With the 
revision of the selling price agreed to by 
Tamil Nadu recently, the economics of 
the working of thermal stations should 
have considerably improved. 


It was also pointed out by Mr C. G. 
Rangabashy&m, Chairman of the Tamil 
Nadu Electricity Board, at the seminar 
that computer studies have emphasised 
the advantage of power generation based 
on lignite and the opening of a second 
mine cut at Neyveli. No computer 
studies at all were needed as it is known 
that imported coal will be more costly as- 
the years pass by and even with the 
recent adjustment in selling price for 
export of power, the cost of generation 
at Ennore is higher by 20 per cent as com¬ 
pared to Neyveli. Even if the cost were 
the same, it would be advantageous to 
open a second mine cut and construct 
another thermal station with 1000 mws 
capacity, as considerable strain would be 
relieved on railway transport of coal. 
The Ennore and Mettur thermal slations 
alone will require six to eight million 
tonnes of coal annually for full operation 
and it is unthinkable that the railways 
would have the capacity to move these 
quantities without adequate augmenting 
of the transport facilities. The quantities 
of coal required by Tuticorin will neces¬ 
sarily have to be moved by sea from. 
West Bengal and Bihar. 

For securing immediate relief, it should 
be the objective of the Tamil Nadu Elec¬ 
tricity Board to increase generation by at 
least 400 mws from Neyveli and Ennore 
by this time next year. Kerala for its 
part should hasten construction work on 
the Idikki project, while Andhra has to 
improve the operating efficiency of its 
generating units, besides completing the 
expansion scheme at Kothagudem. From 
the long-term angle, Kerala and Mysore 
should be given the maximum assistance 
for implementing the Idikki and Kalina¬ 
dhi projects in all their phases in a short 
period. The installation of captive gene¬ 
rating units by industrial consumers can 
at best have marginal utility and the 
repeated insistence on their installation 
is an acceptance of the failure of the 
state government to discharge its respon¬ 
sibilities. The outlay on these units in 
selective cases will certainly be advan¬ 
tageous and the deficiencies in power 
availability should be overcome in this 
manner wherever possible. 

It should, however, be realised that this 
method of piecemeal approach to a 
major problem will result in wasteful 
use of the community’s resources. If 
power planning can be accorded the 
highest priority even at the cost of many 
other vital schemes, much better results 
can be secured in terms of additional 
industrial and agricultural production 
and the extra investment will be fully 
worthwhile. The jerk to the economy 
caused by this year’s power crisis should 
be an eye-opener and there should not 
any more be any faulty or halting power 
planning. 
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Shadows over 
plastics 

Ironically enough, even as the manage¬ 
ment of non-coking coal mines was being 
taken over by the government of India 
under an ordinance, President Giri was 
assuring the plastics industry in Bombay : 
“Private sector will have an honoured 
place in our industrial structure”. Mr 
Giri probably felt inclined to give such an 
assurance as he was inaugurating the 
silver jubilee celebrations of the All-India 
Plastics Manufacturers’ Association 
(A1PMA) and did not want to mar the 
celebrations. However, it is obvious, no 
one in the industry was convinced. Neither 
this assurance, nor for that matter, his 
further emphasis that “both the public 
and the private sectors form an integral 
pait of the national sector” evoked even 
a ripple of reassurance. But there were 
some aspects of his speech that merit 
notice, not only from the point of view of 
the plastics industry but also from the 
point of view of the economy in general. 

The first of these was his advice to his 
“working class comrades”, as he put it. 
“At this juncture”, he told them, “they 
must not fail the nation. They arc the 
dominant partners in the industrial sys¬ 
tem and to that extent, their responsibi¬ 
lity for higher production and producti¬ 
vity is greater. An equitable social order 
can be achieved only through hard work 
on the part of every section of our people. 

I have full faith in the workers that they 
will keep the wheels of industry moving 
without strike or strife.” These are fine 
sentiments, indeed. But will our trade 
unions heed them ? 

Secondly, the President did not dismiss 
the plastics industry as a non-essential 
industry, as some people are apt to do. 
On the contrary, he said he had no doubt 
that “plastics industry has very fascinat¬ 
ing and vast potentialities for growth in 
our country”. Evidently, his fascination 
for this industry stems from the fact that 
it has grown mostly in the decentralised 
sector. Hence, his hope that the number 
and status of the small and medium units 
will continue to improve in future, pro¬ 
viding employment opportunities to small 
entrepreneurs and technicians. 

Yet another reason for Mr Giri’s liking 
for the plastics industry is that like the 
electronics industry it also is a child of 
technology. “The plastics industry”, he 
said, “is a highly technology-oriented 
industry and its development will largely 
depend on the technical skills that are 
developed within the country”. 

Another point made by the President 
was with reference to the emphasis laid in 
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his welcome adress by Mr. Kantilal R. 
Podar, Chairman of the Silver Jubilee 
Celebration Committee, on the export 
potential of the industry. He pointed to 
the growing recognition in the country 
that “it is only on the basis of a steadily 
export trade that we can sustain a steady 
and continuous increase in developmental 
outlays of the kind which we need to 
make an impression on the problems of 
employment and mass poverty”. Here, 
again, Mr Giri spoke of the contribution 
that private trade and industry could 
make to the vitality and dynamism of our 
national economy by giving priority to 
exports. But will private trade and in¬ 
dustry have the heart to make any such 
contribution if it is going to be rewarded 
only by take-overs of one line of exports 
after another, as witness the fate of the 
export trade in cotton textiles and leather 
goods ? 

Be that as it may, if the government is 
keen on augmenting the country’s ex¬ 
ports, it is not enough for the President 
to say as he did (he cannot do more, 
though!) that the various suggestions 
made by the industry with regard to pro¬ 
vision of raw materials and increasing 
their indigenous production would receive 
the sympathetic consideration of the 
various departments of the government. 
For, from what Mr Podar said, the various 
government departments concerned do 
not appear to have bestowed much “sym¬ 
pathetic consideration”. 

Moreover, one must recognise that, 
although the industry stepped up exports 
from only Rs 16 lakhs in 1954-55 to Rs 
875 lakhs in 1970-71, it is essentially a 
domestic-consumption based industry. 
So, if the government is keen on pushing 
up plastics goods exports, it has first to 
ensure the domestic growth of the indus¬ 
try. Now, until the third Plan, the indus¬ 
try’s performance more than kept pace 
with the targets fixed, but, thereafter, on 
account of the handicaps and difficulties 
pointed out by Mr Podar, production 
fell behind the target so that, by 1966, 
it was only about 34,000 tonnes against 
the envisaged target of 74,000 tonnes, or 
less than 50 per cent. During the current 
Plan period, the production target (for 
1973-74) of the four high tonnage thermo¬ 
plastics is 2,25,000 tonnes. To ensure the 
accomplishment of this target, the require¬ 
ments of raw materials, as estimated by 
the Development Council for the Plastics 
Industry are 2,52,400 tonnes in 1973-74, 
rising to 5,41,200 tonnes in 1978-79. But, 
unless the Koyali pctro-chemicals project 
in the public sector is completed (“as of 
today, the reports from Koyali are not 
encouraging”, says Mr Podar), the indus¬ 
try feels doubtful whether even the anti¬ 
cipated production as per the mid-term 

287 


appraisal of 183,000 tonnes, let alone 
2,25,000 tonnes, will be achieved by 
1973-74. In these circumstances, it be¬ 
hoves the government to adopt some 
emergency measures on the lines suggest¬ 
ed by the industry. 

Three specific measures were outlined 
by Mr Podar in his address, which should 
receive immediate attention. In the first 
place, to enable the existing processing 
units to continue to operate and 
avoid retrenching labour, the government 
should allow, “as an immediate interim 
measure”, imports of scarce raw materials 
such as low-density polyethylene, high 
density polyethylene PVC in sufficient 
quantities, preferably by special arrange¬ 
ments with the collaborations of IPCL 
and other raw material producers. 
Secondly, the government should permit 
the existing raw material plants to expand 
their capacity according to a time-bound 
programme. Finally, the Koyali petro¬ 
chemicals complex must be expedited on 
an emergency basis. Then, for a versatile 
raw material which is used in the manu¬ 
facture of a large number of useful pro¬ 
ducts, and which also helps to minimise 
the requirements of a number of scarce 
raw materials, the high incidence of 
excise duty (40 per cent ad valorem) on 
the full range of plastics raw materials, 
which is hardly justifiable, must be 
reduced. As it is, the prices of Indian 
plastics raw materials are very much 
above world prices (and this position has 
not improved very much even after the 
Union Carbide and Nocil have gone on 
stream, for the simple reason that their 
sizes, compared to world standards, are 
not large enough to have the full benefit 
of economics of scale) and by saddling 
them with heavy excise duties, the 
authorities must realise they are not 
making the task of the industry in com¬ 
peting in the world export market any 
the easier. 

Much has been said about the progress 
that production in the Indian plastics 
industry has made (from 1,600 tonnes 
in 1955 to 98,000 tonnes in 1970). In 
absolute terms, this may be impressive, 
but, compared to the progress made by 
its counterparts in other countries, the 
achievements of the Indian plastics industry 
are negligible. Over the same period, 
that is between the years 1955 and 1970, 
the plastics industry in Japan in¬ 
creased its production from 114,000 
tonnes to 4,195,000 tonnes, while that in 
the US raised its output from 1,700,000 
tonnes to 9,090,000 tonnes. It is not 
that the Indian plastics industry cannot 
achieve more, but the will of the industry 
to do so must be matched by the willing¬ 
ness of the authorities to accommodate 
the industry. 
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POINTS OF VIEW 

Self-employment with *►— 

a multiplier effect 


The Gujarat Industrial Investment Cor¬ 
poration and the Gujarat Industrial De¬ 
velopment Corporation have, over the last 
three years, financed 558 technicians to 100 
per cent in the acquisition of fixed assets, 
including land, buildings and machinery, 
and for helping them meet their preli¬ 
minary and preoperative expenses as well 
as the requirements of working capital 
margins. A total sum of Rs 6.50 crores 
has been sanctioned by the two corpora¬ 
tions jointly operating the Technicians’ 
Scheme. 

The technicians financed by the two 
corporations cover a broad spectrum, 
they include engineering graduates, skilled 
operators, factory employees and technical 
executives in industry. Educational quali¬ 
fication is not the sole criterion for selec¬ 
tion. The definition of technician under 
the scheme covers persons with technical 
qualifications as also with only adequate 
technical experience in the line of manufac¬ 
ture. 

ability sole criterion 

The accent has been on the selection 
of an individual in relation to his ability 
to manufacture a product to market re¬ 
quirements and specifications. The quan¬ 
tum of assistance ranges from Rs 25,000 to 
Rs two lakhs in the case of an individual 
technician and upto Rs 3 lakhs in the 
case of a technician partnership. In cer¬ 
tain selected lines of manufacture, where 
the capital investment is substantial, the 
assistance under the scheme has been ex¬ 
tended upto Rs 7 lakhs. The disburse¬ 
ment is 100 per cent on the following two 
conditions: 

(i) Moratorium on repayment for the 
first two years with interest pay¬ 
able at 41 per cent: and 

(ii) Repayment thereafter in instal¬ 
ments in eight years with 9 per cent 
interest. 

The GIDC offers industrial plots or 

♦Mr S.J. Coelho, IAS, is the Managing Duct- 
tor, Gujarat Industrial Investment Corporation- 
Limited. 


sheds with complete infrastructure on the 
following terms: 

(i) Possession without any initial de¬ 
posit, 

(ii) No repayment of investment cost 
for the first three years; during 
this period interest is payable at 41 
per cent; and 

(iii) Recouping of cost over nine years 
in half-yearly instalments; the 
interest charge during this period 
is nine per cent. 

A qualitative review of the performance 
of the technicians assisted has thrown up 
the following results. As many as 445 
technicians have already started produc¬ 
tion. The value added has been around Rs 
11.20 crores, against a total investment of 
Rs 6.56 crores. The projects have em¬ 
ployed 5,800 persons. Thus, one job has 
been created with an investment of Rs 
13,000. An average technician, apart from 
himself being self-employed now, offers 
jobs to 12 more persons. The units arc 
small with an average investment of Rs 
1.70 lakhs, yielding an average production 
of Rs 2.54 lakhs. The range of production 
extends from simple workshops with in¬ 
vestment of Rs 30,000 to sophisticated elec¬ 
tronics, engineering and chemical projects 
involving investment of about Rs three 
lakhs or more. 

young entrepreneurs 

The scheme covers the younger age 
group. Nearly 61 per cent of the techni¬ 
cians are in the age group 26-35 years, 
the overall range being from 21 to 45 
years. Educational qualification is not a 
pre-condition for assistance. While 55 
per cent of the assisted technicians are 
degree or diploma holders, 45 per cent 
had no college education. More than 25 
per cent are matriculates or were educated 
even to lower levels. 

Occupationally, the majority are former 
employees and wgrkers in factories, while 


some are technical graduates. There are 
others who earlier had their own, unorga¬ 
nised, inadequately equipped small re¬ 
pair or job-work operations and have now 
set up regular small-scale units. 

Nearly 63 per cent of these technicians 
had live years or more of practical work¬ 
ing experience, while 27 per cent had this 
experience for just about two years. 
The balance 10 per cent comprise young 
technical graduates with less than one- 
ycar experience but with considerable en¬ 
terprise and motivation. 

Out of the 558 technicians assisted so 
far, 445 technicians (80 per cent) have al¬ 
ready gone into production. The remain¬ 
ing 20 per cent will do so once their 
machinery arrives or their working capital 
arrangements are finalised or the sheds are 
ready and allotted. 

break-even reached 

Out of the 445 units in production, .231 
units have already reached or passed the 
break-even point, indicating that they have 
settled down in the market and are earn¬ 
ing profits. Among the technicians who 
have yet to reach the break-even point, 
many have started production only re¬ 
cently. So, it will take them some time to 
settle down. A number of them, however, 
are in difficulty because of bank loans for 
working capital and critical raw materials 
shortages. Both these factors are beyond 
their and the GIDC's control. 

Eightysix units —18 per cent of the 
total units in production — are con¬ 
sidered failures, basically because of the 
technician-entrepreneurs' own weaknesses. 
The success rate of 82 per cent under a 
very liberal — almost a revolutionary — 
method of nccd-bascd finance, relying 
mainly on the technician's own compe¬ 
tence and project and not his financial 
background and financial backing, should 
he considered a satisfactory achievement. 
It is felt that even if the risk of failure un¬ 
der such a liberal scheme is high, the 
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operation of the scheme is justified both 
socially and economically. 

Eighteen per cent failures can be legi¬ 
timately compared with the 15 per cent de¬ 
faults usually faced by the conservative 
financial institutions which arc more rigid 
in selecting and financing projects. The 
rate of failures is low when it is kept in 
mind that during the first two years of the 
scheme, some 2,000 applications had 
been received and processed and highly 
liberal standards of scrutiny had been 
adopted, when the appraisal staff was 
being built up. The corporations are now 
more thorough in appraising an entrepre¬ 
neur and his project while extending 100 
per cent assistance. The rate of failures is 
expected to be fall below 10 per cent in the 
near future. 

interesting conclusions 

Of the units which have gone into pro¬ 
duction 56 per cent are engineering units, 
8.3 per cent chemical units, and 5.4 per¬ 
cent plastic/rubbcr units . Nearly 6.1 per 
cent are engaged in electronics. The rest 
25 per cent produce miscellaneous items. 

The implementation of the Technicians’ 
Scheme by the two Gujarat corporations 
leads to some very interesting conclusions. 
These are: 

(i) The scheme promotes employment 
by a multiplier elfect. Apart from 
providing self-employment to a 
technician, it generates employ¬ 
ment for others at as low a capital 
investment as Rs 13,000 per em¬ 
ployee. 

(ii) With minor modifications to suit 
local environments, the scheme can 
be successfully implemented all over 
the country. 

(iii) The success story of the Techni¬ 
cians’ Scheme in Gujarat has been 
largely due to, (a) proper selection 
of the technician entrepreneurs and 
their lines of manufacture, (b) pro¬ 
viding of correct motivation and 
training for entrepreneurship—the 
Gujarat experiment includes an 
Entrepreneurship Development 
Programme for selected technician 
entrepreneurs with a record of over 
60 per cent turning out success- 
full lines of manufacture, and (c) 
complete support of finance and 
infrastructure to potential techno- 
entrepreneurs for their approved 
lines of production— this includes 
the tie up with banks for working 


capital arrangements, registration 
with the Stale Directorate of In¬ 
dustries for raw materials assis¬ 
tance, marketing assistance from 
Small Industries Corporation, etc. 

(iv) The selection of entrepreneurs is 
made from a broad strata but the 
standards are rigid. Adequate tech¬ 
nical knowledge of the line of 
manufacture or experience in pro¬ 
duction is an essential prerequi¬ 
site. Educational background by 
itself is not the test for entrepre¬ 
neurship, but a fair knowledge and 
ability to produce is insisted upon. 

The Unemployed Engineer Entrepre¬ 
neur Training Programme, sponsored by 
the Ministry of Industrial Development 
under the Scheme of Assistance to Educa¬ 
ted Unemployed, has been in operation 
for about a year now. Its impact, from all 
accounts received so far, appears to be 
limited. While an analysis of the operating 
results of this scheme could only be done 
by the government of India, a comparison 
with the Technicians’ Scheme of Gujarat 
does provide some useful lessons. These 
are: 

(1) The Unemployed Engineers’ Pro¬ 
gramme is very restrictive in its 
coverage and starts with three ini¬ 
tial disadvantages: (a) the en¬ 
trants are to a great extent freshers 
from colleges with little or no ex¬ 
perience of production and busi¬ 
ness lines; (b) a careful analysis 
of the career of an unemployed 
engineer could reveal in many 
cases that he is not employable; 
and (c) the qualities of entrepre¬ 
neurship call for greater resi¬ 
lience, self-confidence, technical 
knowledge, operating experience 
not per se but as a totality of cha¬ 
racteristics, which are not necessa¬ 
rily inherent in a specific job 
opportunity. 

(2) The training programme for the 
unemployed engineers calls for a 
much greater effort at motivatoin 
The Gujarat experience of the 
EDP, which also covered one 
course for unemployed engineers, 
brought this out in a striking cont¬ 
rast with those selected under the 
normal standards for the EDP. 

(3) The absence of technical operating/ 
commercial experience is a serious 
disadvantage to the unemployed 
engineer who may set his heart on 


a manufacturing line based on text¬ 
book knowledge, while in actual 
implementation, the process is 
highly specialised and complica¬ 
ted. 

(4) The present scheme of training, 
which provides for a monthly 
allowance of Rs 250 during 
the training period, may present 
itself as a temporary job opportu¬ 
nity to an unemployed engineer 
without serious intention of assess¬ 
ing entrepreneurship. 

If it is accepted that the EDP is de¬ 
signed to create more job opportunities 
through increased production, it is clear 
that, in its present form, the efFort at 
converting an unemployed engineer into 
a successful entrepreneur is fraught with 
great risks. While it is true and important 
that unemployed engineers must 
be increasingly absorbed in gainful em¬ 
ployment, this objective is not likely to 
be achieved by training them for entre¬ 
preneurship. This is not to underestimate 
the graduate-engineer or his capacity for 
entrepreneurship, but only to emphasise 
that while not every engineer could make 
an entrepreneur, an unemployed engineer 
is less likely to achieve this result. With 
some production experience, an engineer 
would be much better equipped to handle 
production problems than as a fresher, 
without shopfloor and/or marketing ex- 
pcrinece. 

How does one go about correcting the 
Tabu- 1 

Summary of Assessment of Units Under 
Technicians’ Scheme in Gujarat 


1. Total santioned cases 558 

2. Total number of units gone 

into production 445 

. (79.7%) 

3. Total number of units above 

break-even point level (BEP) 231 

(51.9%) 

4. Total number of units below 
breakeven point level 

(BEP) 214 

(48.1%) 

5. Total number of units in : 

GI DC sheds 222 

(39.8%) 

Other sheds 60 

, , 00 . 8 %) 

Rented/own premises 215 

(38.5%) 

Location not available as no 
disbursement has been made 61 

(10.9%) 
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emphasis on the implementation of the 
programme to achieve the stated results of 
increased production, self-employment and 
decentralisation of onwcrshipV I he Guja¬ 
rat Technicians’ Scheme provides one of 
the directions for exploration. Broaden¬ 
ing the spectrum of selection under the 
government of India scheme without 
diluting the standards of selection is 
another. To some extent, both merge at 
one stage or another. 

The methodology of this programme 
would be as under: 

(i) Selection after providing the widest 
coverage of qualifications and/or 
experience: 

(ii) Training: 

(iii) Consultancy Services: 

(iv) Package of financial assistance 
and infrastructure; and 

(v) Commercial and marketing assis¬ 
tance. 

The Gujarat experience could be quite 
useful in providing a backdrop. As men¬ 
tioned earlier, the definition of a techni¬ 
cian in the Gujarat scheme covers a quali¬ 
fied technician cither by academic quali¬ 
fications or by virtue of production and 
marketing experience, provided lie can 
employ an unemployed. The definition 
is adopted for purposes of financial assis¬ 
tance by the GIIC on a 100 per cent basis 
without insisting on margins, l or entre¬ 
preneurial training, the coverage is much 
wider and includes generally people in 
service — technical or commercial, 
salesmen, storekeepers, and people 
engaged in small trading or manufac¬ 
turing activities. 

suitable motivation 

Not all trained under ihe LDP are eligi¬ 
ble for financial assistance under the Tech¬ 
nicians' Scheme. They may set up indus¬ 
try with some investment from their side, 
drawing upon assistance from financial 
institutions or banks. But dining ihe train¬ 
ing period, they aic suitably motivated 
depending on their background: they 
are given some basic experience of shop- 
floor, commercial practices, business 
management, marketing techniques, in¬ 
ventory control, etc. 

So far. there is no peimancnt faculty 
staff except the project leader who is a 
multi-discipline individual with adequate 
qualifications and motivation for the 


training assignment. His role of a coun¬ 
selled friend, philosopher and guide is 
invaluable in shaping the trainee’s per¬ 
sonality and assisting him in developing 
basic entrepreneurial traits. 

The trainees are exposed to practical 
problems of entrepreneurship: technical, 
management and marketing, including 
governmental relationships’ The lectures 
arc selected from a wide array of business, 
technical, financial and marketing execu¬ 
tives, management experts, officers in 
government departments, particularly 
concerned with industrial promotion and 
development, regulation and import li¬ 
censing and taxation. 

practical aspects 

The whole emphasis of the training is 
oriented towards the practical aspects of 
setting up industry and the logical sequence 
of project identification with reference 
to selection of products based on available 
raw materials, technical feasibility and 
market, project preparation with reference 
to cost of production and profitability. 
The trainee is encouraged to make his own 
investigation after being advised of the 
information sources and, by the end of his 
training programme, he is required to 
suitably document his project for financial 
assistance. During the training period, 
the technical, financial and marketing 
personnel of the GIIC, the GIDC and the 
Department of Industries are available for 
consultation on his project and by the time 
training is complete, the project of the 
trainee is ready for financial and technical 
appraisal by financial institutions. 

The selection for the training programme 
is done by a series of tests developed by 
the Behavioural Science Centre, New Delhi. 
By experience, these tests have been suit¬ 
ably modified and improved upon to eli¬ 
minate those who prima facie appear 
to lack the basic entrepreneurial aptitude. 
The final panel, consisting of some 60-70 
persons, is interviewed by a committee 
consisting of representatives from industry, 
trade, government and financing institu¬ 
tions. Those selected from this panel 
being about 30-40 persons, arc then put 
through the training programme. 

Under the LDP, no stipend is payable 
to the trainees. The courses arc part-time 
and conducted for three hours in the even¬ 
ing. This enables persons in employment 
to participate in the training programme. 
Since no stipend is given and the courses 
are in the evenings, only those who are 
genuinely interested in entrepreneurship 
avail of the training programme. Our 


pjMNis of vmr 

experience lias snown that the number »of 
drop-outs during training is not more than 
10 per cent. 

The Unemployed Engineers Program¬ 
me, one course of which was conducted by 
the EDP administration, was a full-time 
course with a stipend of Rs 250 per 
month, as this was conducted on behalf 
of the government of India. The trainees 
were selected for this programme by the 
same aptitude tests referred to earlier. 
They participated in the evening classes 
simultaneously run for the EDP trainees, 
but over and above this, the engineers 
were exposed to detailed practical training 
on shopfloor and in commercial practices, 
inventory control, marketing operations 
and governmental rules and regulations. 
One advantage of running the combined 
course was the exposing of engineers to 
a wider range of disciplines and experi¬ 
ences covered by the EDI* trainees. How¬ 
ever, it was noticed that the engineers 
were less equipped to absorb the seman¬ 
tics of entrepreneurship and were more 
rigid in their attitudes than the EDP 
trainees. This called for much greater 
inputs to achieve the desired objectives of 
the training programme. About 52 per 
cent of the engineers trained in the above 
course have gone into production. This is 
in striking contrast with the performance 
of engineers trained under the local SISI 
programme where the results have been 
only 10 per cent. The average results on 
all-India basis are not known. 

useful conclusions 

The Gujarat experience of entrepreneur- 
ship training leads to several useful con¬ 
clusions. These are: 

(i) The mode of selection should be 
through the application of accep¬ 
ted aptitude tests that may be modi¬ 
fied to suit local environments or 
requirements; 

(ii) The coverage should be as wide as 
possible and not limited to only 
engineering graduates; and 

(iii) The pattern of training may be de¬ 
vised to meet the requirements of 
different categories and disciplines 
- this would be possible only if 
the training programme is institu¬ 
tionalised. 

To develop an institutionalised system 
of training, courses may have to be resi¬ 
dential, part-time and peripatetic. The 
first emphasis should be to develop the 
trainees for an all-India EDP. One or two 


TAST1RN ECONOMIST 


290 


FEBRUARY 16, 1973 


courses may have to be devised initially to 
train the selected from various states im¬ 
plementing the programme on a standard¬ 
ised pattern of selection and training in¬ 
puts. These trainees may have to be asso¬ 
ciated initially, as part of their training 
programme, with the trainees trained 
under the EDP, .so that they pick up the 
basic techniques of EDP. They then may 
be put through a concentrated programme 
of training and motivation. This would 
-equip them for setting up similar training 
programmes in their own states. 

The EDP would provide training facili¬ 
ties to fresh graduates, unemployed en¬ 
gineers, and people in or out of service 
but who have had basic manufacturing/ 
commercial/marketing experience. 

For the first two categories, the course 
may have to be residential, as motivation 
can be substantially achieved by people 
living together and exchanging views and 
experiences from time to time with each 
other. This also exposes them more inti¬ 
mately to the trainers. Secondly, a resi¬ 
dential programme would eliminate the 
temptation to treat training as a short¬ 
term job opportunity because of the avail¬ 
ability of the current stipend of Rs 250. 
The residential trainees would be eligible 
for Rs 50 p.m. for out of pocket expenses, 
the rest being diverted to their board, 
messing and training expenses. 

part-time courses 

For others, the training courses would 
be part-time at the training centre or peri¬ 
patetic, depending on the number avail¬ 
able at different local centres and the faci¬ 
lities locally available. 

The abo\i* pattern of training calls for 
certain basic facilities, such as class 
rooms, library, reading rooms, lecture 
halls for meetings, audio-visual aids, etc., 
and minimum shopfloor facilities in the 
form of a workshop with basic machines 
and tool room facilities, to enable the 
trainees to develop shopfloor experience, 
use and maintenance of machines, etc. 
The capital investment on such a 
central training facility would be of the 
order of Rs 10 lakhs, of which 50 per cent 
could be borne by the government of 
India, the balance expenditure being borne 
by the state implementing the training pro¬ 
gramme. 

Motivation and training are only the 
first inputs in such a programme. Once a 
potential entrepreneur is identified, 
trained and is ready with a project for im¬ 
plementation, his immediate requirement is 


finance. The GI1C and the GIDC have, 
under their Technicians’ Scheme, provided 
such need-based finance. The GIIC pro¬ 
vides cent per cent finance for plant and 
margin requirements of working capital. 
Land and sheds are provided by the 
GIDC. The terms assistance are soft, 
wz.,a subsidised rate of interest for 2/3 
years at4J percent with a moratorium of 
2/3 years on repayment of instalments of 
principal. Where the GIDC is not able to 
provide land and sheds, the GIIC finances 
this expenditure also under its Techni¬ 
cians’ Scheme. 


Tabu: LI 

Gujarat’s Technicians’ Scheme : Perfor¬ 
mance of Assisted Units 



Units 

above 

break¬ 

even 

point 

level 

(231 

units) 

Units 

below 

break¬ 

even 

point 

level 

(214 

units) 

Technical Competence 



Good 

179 

89 


(77.5%) 

(41.5%) 

Average 

51 

101 


(22.1%) 

(47.2%) 

Poor 

1 

24 


(0.4%) 

(11.3%) 

Working Capital Finance 


Good 

164 

56 


(71.0%) 

(26.2%) 

Average 

40 

85 


(17.3%) 

(39.7%) 

Poor 

27 

73 

Market Potential 

(U.7%) 

(34.1 %) 

Good 

167 

65 


(72.3%) 

(30.4%) 

Average 

62 

119 


(26.8%) 

(55.6%) 

Poor 

1 

30 


(0-9%) 

(14.0%) 

Raw Material Availability 


Good 

187 

133 

Average 

(81%) 

(62.1%) 

42 

72 


(18.6%) 

(33.6%) 

Poor 

1 

9 


(0.4%) 

(4.3%) 


Once a technican is ready to go into 
production, he is tied to a bank for his 
working capital arrangements which arc 
negotiated in advance, so that his working 


capital cycle commences with his produc¬ 
tion. This is very important, as the techni¬ 
cian requires to teach break-even 
point fast, well before the period of 
moratorium expires. If he is not able to 
achieve this, the burden of instalment re¬ 
payment with the normal rate of interest 
becoming applicable after the period of 
moratorium becomes a crushing burden 
on the technician. It must be borne in 
mind that the technician has little or no 
financial cushioning of his own; he is 
extremely vulnerable to trade and market 
fluctuations and will be the first to go un¬ 
der in a period of economic stress and 
strain. The quantum of financial assis¬ 
tance (o sustain a level of production de¬ 
signed to reach the break-even point fast 
is not only essential but a predeterminant 
of his success or failure. 

utilisation of funds 

However, it should be possible to im¬ 
prove upon the quantum and terms of 
assistance on the basis of experience and 
studies. Apart from the quantum of assis¬ 
tance, the maximum flexibility in utilisa¬ 
tion of these funds is essential. His work¬ 
ing capital assistance from banks must 
make adequate provision for dean eash 
credit, hypothecation/pledge with small, 
margins and adequate BD facilities. The 
elTort should be to ensure that production 
continues without coming to a grinding 
halt, if the lubricating oil of working capi¬ 
tal suddenly dries up. A realistic assess¬ 
ment of the technician's requirments and 
flexibility for the utilisation of the credit 
is the fundamental contribution that bank¬ 
ing institutions can make to this effort. 

The Gujarat experiment took two years 
to bring about a change in the atti¬ 
tude of banks. The fact that today the 
banks have become more liberal is not on 
account of their nationalisation, but their 
conviction that the GIIC can turn out 
technicians who will not let down the hank¬ 
ing system. A directive from the Finance 
Ministry or the Reserve Bank would cer¬ 
tainly help in creating a more favourable 
climate. But more than that, at the local 
level, what matters is the attitude of the 
bank agent and the relationship that is 
built up between the term-lending institu¬ 
tions and the bank based on a spirit of con¬ 
fidence that the assistance given will not 
go down the drain. 

In Gujarat, the Bank of Baroda and 
the State Bank of India have entered 
into participation arrangements with 
the GHC, under which both institu¬ 
tions participate equally in providing 
finance — the bank providing 100 per 
cent working capital j^assistance with- 


EASTERN ECONOMIST 


291 


FEBRUARY 10, 1973 




POINTS OF VIEW 


out any margin. This arrangement is 
ideal because the technician is adopted 
from the start by both institutions and his 
financial requirements are anticipated and 
planned for before he goes into production. 
To make the Technicians' Scheme mean¬ 
ingful, similar arrangements initially by 
way of working capital margin being pro¬ 
vided by the term-lending institutions and 
later developing into participation arrange¬ 
ments will have to be evolved. It is need¬ 
less to emphasise that arrangements can 
be successful only on the basis of proper 
selection of the technician and his line 
of production. 

essential counselling 

Counselling at different stages of a 
technician’s entry into entrepreneurship 
is essential. This will take the form of 
technical, commercial and marketing ad¬ 
vice with supporting facilities. The coun¬ 
selling at the training stage has already 
been dealt with. The technician will re¬ 
quire this advice and assistance in a more 
meaningful manner when he goes into 
production. Problems of shopfloor, qua¬ 
lity control, technical supervision, testing 
facilities, raw materials and finished goods 
inventories, identification of the sources 
and procurement of raw materials, iden¬ 
tification and cultivating of market chan¬ 
nels are a few of the areas where such 
counselling will be required. This will have 
to cover not only several disciplines hut 
also specialisation in the line of manufac¬ 
ture, where production experts may have 
to be drawn in for technical assistance in 
production problems. Marketing informa¬ 
tion on product lines, channels of distri¬ 
bution, identification and cultivation of 
large consumer groups, tie-ups with large 
manufacturing units for ancillary items 
and availability of raw material are fields in 
which consultancy services will have to be 
provided to technician-entrepreneurs in 
the initial stages. 

The organisations responsible for the 
EDP and Technicians' Scheme must have 
a nucleus of specialists who can provide 
basic guidance on production, financial 
and marketing problems. They ought to 
be full-time staff members of the institu¬ 
tions providing training and coun¬ 
selling to the LOP trainees and techni¬ 
cians after they set up their industrial 
units. 

Another way of meeting these require¬ 
ments would be to create a consultancy or¬ 
ganisation which could draw upon the skills 
available with financial institutions, banks, 
production units, management services, 
etc., on a retainer basis, where the ser¬ 
vices can be made available on tap as and 


when required. This is a basic deficiency 
in most financial institutions and banks 
and with best of effort, no signle institu¬ 
tion can provide the complete range of 
services required. But if a consortium 
of technical, management, financial and 
marketing skills can be created, which 
could be financed by the concerned insti¬ 
tutions, it would become a viable proposi¬ 
tion. The 1DBI has taken a lead in de¬ 
veloping inter-institutional groups of 
central and slate financial institutions and 
banks to organise such consultancy ser¬ 
vices. While this effort is aimed directly 
at promoting and sustaining medium and 
large industries. Much more is required 
for meeting the requirements of techni¬ 
cians which are many. 

Some meaningful support to the techni¬ 
cian-entrepreneur will have to be made 
available in allocation of scarce raw mate¬ 
rials and in providing marketing outlets. 
Since most industries into which techni¬ 
cian-entrepreneurs could enter are to 
some extent congested or working at 
under-capacity utilisation levels, the suc¬ 
cess of the technician-entrepreneurs can 
be assured if their capacity on one-shift 
basis is taken care of by raw material allo¬ 
cations. Specific allocations of controlled 
raw materials, canalised items of imports 
and the materials available from mono¬ 
polist sources of production will have to 
be made. Speculative items can be 
excluded or linked up with specific manu¬ 
facturing lines for which there is demand. 
Technician-entrepreneurs going into pro¬ 
duction of import substitution items will 
have to be given some protection. 

Marketing is'another area in which assis¬ 
tance will be required. Easy registration 
with government purchasing organisations, 
canalisation of orders, preference in 
selection and pricing arc means within 
the control j of the central and state go¬ 


vernments; mey will have to be increas¬ 
ingly resorted to. Strengthening of existing 
marketing channels like Small Industries 
Corporations’ market services, NSICs 
farming out bulk indenting and bulk or¬ 
ders, tie-up of ancillary units with large 
producers, particularly in the public sec¬ 
tor, arc areas where the central and state 
governments can meaningfully provide 
substantial marketing support. The sti¬ 
pulation on large industries to buy com¬ 
ponents from units of small technicians 
will have to be seriously implemented. 
The existing stranglehold of large manu¬ 
facturing units over the small ones will 
have to be eliminated by legislation, if 
necessary. 

The road to entrepreneurship i$ long 
and difficult. To become a successful 
entrepreneur calls for grit, endurance, 
courage, self-confidencc, resilience and 
flexibility. The tapping and generating of 
new sources of entrepreneurship amounts 
to virtually adding a new dimension to the 
dynamics of economic growth with social 
content. The concept, the approach and 
the methodology for implementation of 
the scheme opens up new vistas for those 
who have potential for growth, but do 
not command at present the necessary 
resources. The EDP approach should 
help in developing local entrepreneurs in 
backward districts, supplementing the 
present efforts at attracting industri¬ 
alists from outside by providing tempting 
incentives. 

The EDP has the potentialities of be¬ 
coming a force in industrial development. 
At the same time, it is a delicate instrument 
and has to be handled with care and cau¬ 
tion. This is where the Gujarat experi¬ 
ence becomes useful, because it has been 
built up gradually by trial and error. 
Continuous correctives and improvements, 
of course, are still being devised. 
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runs of ww 

Economics of water - . -- 

for irrigation 


The importance of irrigation water as a 
key input in agricultural growth of India 
is not fully appreciated. The land as a pre¬ 
dominant source of additional production 
in our country has ceased to be operative. 1 
so that the bulk of increase in agricultural 
production has, now, to come from a more 
intensive use of net sown area, a switch¬ 
over to a high yielding cropping pattern 
and a rise in productivity per cultivated 
area through the use of H YV seeds, ferti¬ 
liser etc. and increased efficiency of farm 
resources. These sources of raising coun¬ 
try’s farm production, however, critically 
depend on the availability of assured water, 
so that, in future, the provision of assured 
irrigational facility must receive more 
attention than before. 

important development 

The HYV programme is the most im¬ 
portant recent development affecting the 
rural areas. The yield per acre of HYV 
seeds is 2-3 times greater than that of the 
traditional seeds. 2 The new technology has 
also the potential to raise employment of 
farm resources including human labour 
considerably/' Yet this technology is con- 
lined to the water-assured areas and is 
adopted over 11 per cent of total cultivated 
areas of the country. 4 This is because 
the new seeds generate enormous thirst 
for water and require controlled and time¬ 
ly dose of water which cannot be met by 
water from rainfall which over large part 
of the country is low, uncertain and 
untimely. About 80 per cent of cropped 
areas of the country depend on rainfall, 40 
per cent of the cultivated areas fall into 
dry region receiving less than 750 mm of 
rainfall.Thc adoption of new technology in 
such areas is very much handicapped due to 
lack of sufficient and timely water from 
rainfall. The productivity per acre in the 
dry areas is nearly 1 /2 of that in wet areas. 5 
The intensity of cropping is low and the 
farmers follow a less profitable cropping 
pattern. This indicates that the possibi¬ 
lity of increasing farm production in our 
country is very high through the conver¬ 
sion of dry areas into wet areas. In fact, 

Mr Sin^h is Lecturer in Economics, Ranchi 
University, Ranchi. 


water has become the pivotal factor deter¬ 
mining whether the new seeds can be 
used. The HYV programme and its asso¬ 
ciated technologies have significantly al¬ 
tered the economics of water resource 
use. Water has become key to better life. 
With assured irrigational facility, the 
farmers can change their traditional agri¬ 
culture into a commercial enterprise. 

The Fourth Plan gives emphasis on the 
HYV programme without giving due recog¬ 
nition of the development of irrigational 
potential as prerequisite for the success 
of this programme. This neglect is perhaps 
due to the optimism associated with the 
recent spurt of agricultural production in 
this country caused by favourable weather 
during last 3-4 years. But we must not 
forget that the agricultural production 
in our country is still determined largely 
by the climatic and natural factors. The 
variation of weather conditions is a great 
source of instability in the Indian agri¬ 
culture. Without the development of 
assured irrigational facility; therefore, a 
high growth rate in the context of HYV 
programme must accompany high fluctua¬ 
tions. A cyclical turn of weather condi¬ 
tions can’t be ruled out. The production 
in last year is feared to have fallen by two 
million tonnes and this year it is expected 
to fall much more due to drought condi¬ 
tions over large part of the country. 

multiple role 

The purpose ot this article is to show 
the multiple role which the provision of 
assured irrigational facility can play in 
agricultural growth of our country and to 
analyse the relative profitability of invest¬ 
ment on irrigation vis-a-vis fertiliser. 

The intensity of cropping is closely 
associated with the availability of irriga¬ 
tional water because of the need to irri¬ 
gate second and third crop in most areas 
of the country. In India, 4/5 of the rain¬ 
fall is concentrated during four months 
(rainy season) of the year. 11 The bulk of 
rainfall ends upto August. The moisture 
of the soil remains for the next 2-3 months 
and then it disappears gradually. The 
inability of soil to maintain moisture dur¬ 


ing the dry season deters land from grow¬ 
ing 2-3 crops in a year. There is no sur¬ 
prise, therefore, why the multiple cropping 
is practised over 15 per cent of the cultivat¬ 
ed areas of the country. 7 Multiple cropping 
over large part of cultivated acreage is 
not possible due to the lack of irrigational 
facility. 

intensity of cropping 

A study shows that the intensity of 
cropping is as low as 88.89 per cent on 
the unirrigated farms but 131.62 per cent 
on the irrigated farms. 8 As 150 per cent 
of the cultivated acreage is unirrigated and 
40 per cent of the acreage falls in dry 
areas, 0 it is obvious that land and other 
farm resources—human labour bullock, 
capital etc—must remain considerably 
idle in the off-season. The farm manage¬ 
ment studies in India reveal that the 
farm resources are not fully and efficiently 
utilised to give higher return per unit of 
investment. According to the Farm 
Management Study in West Bengal, 10 
about 1/3 of human labour and 84 per 
cent of bullock labour remain unutilised; 
40 per cent of bullock labour use is con¬ 
fined to two months only, July and August. 

As human and bullock labour constitu¬ 
tes the major element of farm costs, 11 the 
cost per unit of produce on the unirrigated 
farms must be higher than that on the irri¬ 
gated farms, (see Table I,p. 294). By making 
better utilisation of farm resources through 
multiple cropping, irrigation must give a 
higher return from investment in agri¬ 
culture, inter alia a lower cost of produc¬ 
tion. It will make possible the growing 
of 2-3 crops in a year and raise farm 
production. There will be a smooth flow 
of farm commodities putting a check on 
the seasonal fluctuations of prices, ft 
will create employment opportunities 
throughout the year. The genetic charac¬ 
teristic of the HYV seeds is also the reduc¬ 
ed sensitivity to photo period and higher 
yield per acre in the off-season because 
the farmers are able to get controlled water 
—in terms of doses. 12 

The scope for multiple cropping in our 
country is obviously immense. In the whole 
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of central and northern India, where rice 
is the main crop during the rainy season, 
it is possible to harvest a short duration 
HYV rice to plant HYV wheat in the dry 
season. With the evolution of HYV 
seeds, the possibility of multiple cropping 
has very much increased. The Indian Agri¬ 
cultural Research Institute has made an 
experiment of a four crop rotation, 
rice during wet season, a short duration 
vegetable crop, wheat during winter and 
oilseeds in the spring season. The insti¬ 
tute has also recommended a scheme of 
relay cropping, involving moong, hybrid 
maize (Ganga-3), potato/toria followed by 
wheat, with an estimated profit of Rs 
10,000 per hectare. 13 With the availability 
of assured irrigational facility, the farmers 
can adopt different crop rotations suited 
to local conditions and raise farm income 
considerably. 

low yield crops 

Due to the lack of adequate and 
assured water, the farmers choose crops 
having low water requirement but yielding 
Jess per acre. Bajra, jowar, pulses (moong, 
moth), oilseeds (rape, mustard) are the 
main crops grown on the unirrigated land 
because they require low water. But the 
yield of these crops is less than that obtain¬ 
ed from growing rice and wheat. 

The Farm Management Study in West 
Bengal reveals that potato and fibre yield 
more and absorb more labour per acre 
than Aman and Aus paddy. 11 Yet the 
proportion of area devoted to these crops 
is much less (more so in 24 Parganas) 
because of the lack of adequate and assur¬ 
ed water. As these crops require more 
water, the lack of irrigational facility 
constitutes a serious limiting factor in ex¬ 
tending areas to these profitable crops. 
In our country, the cropping pattern is 
influenced largely by weather condition 
rather by the relative profitability of crops. 
For example, in Haryana, wheat is the 
most profitable crop (with gross profit of 
Rs 885 per acre) and bajra is the least 
profitable crop (with gross profit of Rs 
315 per acre), yet bajra constitutes 28.5 
per cent of total cultivated acreage and 
wheat accounts for 14.7 per cent of the 
areas. 15 A study 16 shows that HYV seeds 
arc grown mostly on the irrigated farms, 
whereas mostly the seeds of traditional 
low varieties arc grown on the unirrigated 
land. The HYV of wheat, maize and 
bajra which have stepped up farm produc¬ 
tion manifold are not grown on unirrigat¬ 
ed farms because of the element of 
uncertainty in expected output. 

Thus in the absence of assured irriga¬ 


tional facility, the farmers refrain from 
taking advantage of new technology and 
their decisions about cropping pattern are 
influenced by the weather conditions. 
With the provision of this facility, the 
farmers will switch over to a more profit¬ 
able crop and raise their income. 

Irrigation also determines the use and 
efficiency of farm resources. On the irri¬ 
gated farms, the level of investment per 
acre is greater and farm resources are 
more efficiently utilised than those on the 
unirrigated farms. Fertiliser, which is a 
great biological factor raising farm pro¬ 
duction, is used less on the unirrigated 
farms due to high risk of return on account 
of adverse weather conditions. This is 
why fertiliser use is confined mostly to 
water assured areas. Falcon 17 observes that 
in India, approximately, 80 per cent of 
total fertiliser consumed in 1968 was 
concentrated in 25 per cent of the districts, 
most of the latter being served with irriga¬ 
tion system. A study 18 shows that ferti- 


lis:i use on unirrigated farms was L/10 
of that on the irrigated farms.' Perhaps, 
the most promising aid to the farm¬ 
ers is the provision of adequate supplies 
of irrigation water. The lack of irriga¬ 
tional facility has deterred the farmers from 
using or making a more efficient use of 
the farm resources. This point may be 
illustrated with the help of an example. 
In Table 11 we take the examples of two 
regions— Hooghly and 24 Parganas. In 
Hooghly 25 per cent of cultivated area is 
irrigated as compared to two per cent only 
in 24 Parganas. This difference in irriga¬ 
tional facilities makes the following differ¬ 
ences in the use and efficiency of farm 
resources: 


(1) The intensity of cropping is greater 
in Hooghly than in 24 Parganas. 

(2) The utilisation of human and 
bullock labour--the major consti¬ 
tuents of farm resources is also 


Tabi.i- I 

Net Income, Family Labour Income and Farm Business Income on 
Irrigated & Unirrigated Wheat Farms 

(Cost Accounting Samples) (In Rs.) 


Year 


irrigated 



Unirrigated 


Net 

income 

Family 

labour 

income 

Farm 

busi¬ 

ness 

income 

Output/ 

input 

Net 

income 

Family 

labour 

income 

Farm 

busi¬ 

ness 

income 

Output/ 

input 

1954-55 

46 

70 

71 

1.29 

7 

8 

9 

0.94 

1955-56 

25 

49 

54 

1.16 

—48 

-29 

—24 

0.65 

1956-57 

37 

61 

66 

1.27 

5 

29 

33 

1.03 

Average 

36 

60 

64 

1.24 

12 

3 

6 

0.87 


Source : Studies in Economics of Farm Management in UP; Report for the years 
1954-55/1956-57, Ministry of Food & Agriculture, GOT: Pp. 124-9. 

Tabi.i II 

Use and Efficiency of Farm Resources in Irrigated & Unirrigated Regions 

% of Propor- Man- " rt of % of Fertili- Inpul 
irrigated tion of days un- un- scr 

Regions area to farmers employ- employ- employ- per acre 

total growing mentof ed ed per acre 

cultivat- more human bullock labour¬ 
ed area than labour labour days per--- 

one crop per earner (in Rs) (in Rs) 

earner 


Hooghly 25.3 68.8 79.9 76.3 109 14 255 

24 Parganas 2.0 40.7 55.1 91.0 121 3 173 


Source : Studies in Economics of Farm Management in West Bengal: Report for 
the years 1954-55 to 1956-57, Directorate of Economics & Statistics, Ministry of Food 
& Agriculture, GOI; Pp. 30, 34, 43, 46, 58-59. 
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better in the former than in the 
latter. 

(3) In Hooghly, the fertiliser use is 
nearly five times greater than that in 
24 Parganas, and 

(4) The level of input use per acre is 
greater in the areas of greater irri- 
gational facility than in the less 
irrigated region. 


POINTS OF VIEW 


Rs 11.20 as against Rs 15.90 of unirrigat- 
cd wheat. 

Let us now make a rough estimates 


of returns from investment on irrigation 
and fertiliser—two biological factors of 
'modern’ agriculture. According to the 
third five-year Plan/ 0 the average cost of 


Table III 

Cost Per Acre on Irrigated and Unirrigated Farms 


(in Rs) 


Amritsar Ahmednagar Nasik West Sambalpur 

Godavari 


The above conclusions are also support¬ 
ed by the findings of Farm Management 
Studies in other areas (Table 111). 

It is* thus, obvious that availability of 
irrigational facility in our country will 
increase the employment of human and 
bullock labour and give a better utilisa¬ 
tion of farm resources. 

The yield of irrigated land is substan¬ 
tially greater than that of unirrigated land. 
Tabic IV is testimony of it. The yield of 
irrigated land is excess in the range of 
54 per cent in the case of gram in Nasik 
to 437 per cent in case of jowar in Ahmed¬ 
nagar. The all-India yield per acre of 
wheat, rice, cereals and foodgrains on 
irrigated and unirrigated farms is given in 
Table V. The tabic shows that the yield 
per acre of irrigated farms is more than 
double of that of unirrigated farms. 

input-output ratio 

So much is the contribution of irrigation 
to raising our agricultural production. 
But higher yield on the irrigated farms may 
be the result of greater investment on 
such farms, so that it is necessary to dis¬ 
cuss the return (profit) per acre and output/ 
input ratios on the irrigated and unirrigat¬ 
ed farms. Table T shows that the amount 
of profit p».r acre is greater on irrigated 
farms than on unirrigated farms. The 
average profit from an acre of wheat grown 
with irrigation is Rs 36. But in case of 
unirrigated wheat, there is a net loss of 
Rs 12 per acre. While the net return to 
family labour, entrepreneur and invest¬ 
ment per acre is Rs 64 on the irrigated 
farms, this amount is Rs 6 only on the 
unirrigated farms. Thus, in case of un¬ 
irrigated farms, the measure of profitability 
shows a very dismal picture. The higher 
profit on the irrigated farms is, perhaps, 
due to the greater utilisation of farm 
resources and the use of fertiliser. 


I* U* 1 

Human Labour 46.3 24.8 47.2 
Bullock Labour 51.1 33.0 34.1 
Manure & Fertiliser 2.3 — 9.3 

Total cost per acre 175.6 107.9 129.2 


U I U I U I U 

18.5 32.4 9.0 67.7 43.2 59.2 35.5 

11.0 44.2 10.8 37.2 13.2 17.2 11.7 

2.1 7.3 0.3 18.5 13.8 4.6 2.1 

53.0 150.9 40.4 312.2 166.1 128.1 83.3 


*1 stands for irrigated farms and U for unirrigated farms. 

Source : Government of Tndia, Ministry of Food & Agriculture, Studies in the 
Economics of Farm Management: Punjab (1954-55/1956-57), Bombay (1954-55/1956-57), 
West Godavari (1957-58/1958-59), Sambalpur (1957-58/58-59). 


Table IV 
Yield Per Acre 


(in tonnes) 


Crop 

District 

Period Irrigated 

Unirri- 

Increase 


farms 

gated 

in % 




farms 

Wheat 

Ahmednagar 

1954-55/56-57 6.9 

3.4 

103 


Nasik 

5.9 

2.1 

181 


Punjab 

„ 11.9 

5.1 

132 

Gram 

Ahmednagar 

„ 5.1 

2.6 

96 


Nasik 

„ 4.3 

2.8 

54 

Jowar 

Ahmednagar 

„ 8.6 

1.6 

437 

Paddy 

West Godavari 

„ 23.6 

13.0 

81 

Source 

Farm Management Studies, Ibid. 





Table V 



All-India Yield Differential of Irrigated Land Over Unirrigated Land 





(in tonnes) 

Grain 


Irrigated Unirrigated 

Difference 

Wheat 


0.516 

0.187 

0.329 

Rice (arithmetic) 

0.473 

0.225 

0.248 

Rice (logarithmetic) 

0.595 

0.192 

0.403 

Total cereals 


0.581 

0.172 

0.409 

Total foodgrains 

0.614 

0.171 

0.443 


Source : W David Hopper, “Planning ‘Yardsticks’ for Fertiliser and Irrigation”, 
Agricultural Situation in India (Sept. 1965), p. 475. Quoted from R.K. Sau, “Resource 
Allocation in Indian Agriculture”, Economic & Political Weekly , Sept. 25, 1971, 
p. A-109. 

Tabu VI 


Tabic I also shows that the output/input 
ratio is 1.24 in the case of irrigated wheat 
but 0.87 in the case of unirrigated wheat. 
As a result of this difference, the Farm 
Management Studies in UP shows that the 
cost per maund of irrigated wheat is 


Doses of N Kg Per Hectare 
20 30 40 50 60 

Increase in yield of wheat in kg per hectare 350 472 559 611 628 
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irrigation through multipurpose and ma¬ 
jor irrigation projects is Rs 361 per acre. 
The cost of irrigation through medium 
and minor irrigation schemes must be 
lower. Even then, let us assume that the 
capital cost of irrigation per acre is Rs 361. 
If we take operating cost as one per cent 
of capital cost 20 and rate of interest as 10 
per cent, 21 the irrigation cost per acre per 
year comes to (Rs 361 x 11 per cent) 
Rs 39.71. The additional output of an 
acre of irrigated wheat land is 0.329 tonne 
(Table V). At the moderate price of 
Rs 700 per tonne of wheat, the value of 
this additional production is Rs 230. 
On the basis of the Farm Management 
Studies in Amritsar and Ferozepur, Ah- 
mednagar and Nasik, the additional input 
cost on irrigated wheat land per acre, 
on average, comes to Rs 81.50. Substract- 
ing this amount from Rs 230, we get a 
net return of Rs 148.50 from irrigation of 
one acre of wheat land. The gross return 
and net return per rupee spent on irriga¬ 
tion thus, come to are Rs 5.76 and Rs 3.74 
respectively. 

As for the return from investment on 
fertiliser, the National Council of Applied 
Economic Research has estimated that the 
investment of one rupee on fertiliser would 
yield an output of Rs 3.00 22 . The ICAR 
data collected from the field trials and 
demonstrations reveal that the net return 
on investment in fertiliser is in the average 
range of 50 to 300 per cent for different 
crops. as V.G. Panse 24 estimated the in¬ 
crease in the yield of irrigated wheat at 
different doses of N fertiliser use (Table 
VI). 

favourable comparison 

At the 50.4 kg optimum dose of N use 
per hectare, the cost of fertiliser per hec¬ 
tare, at the price of Rs 2.50 per kg of N, 
comes to Rs 126. The value of additional 
yield of wheat per hectare at optimum dose 
of fertiliser use comes to Rs 428. Thus the 
gross return from investment of one rupee 
on fertiliser on wheat land is Rs 3.40. 
The net return from investment on ferti¬ 
liser is not estimated due to paucity of 
data. Nevertheless, the gross return from 
investment on irrigation compares much 
favourably with that on fertiliser. 

But the importance of irrigation in India 
is not as much realised as of fertiliser. 

In fact, both are complimentary, but irri¬ 
gation must go prior to the use of fertiliser. 
Little or much less fertiliser is used on the 
unirrigated land due to risk of investment 
on fertiliser in the absence of assured irri¬ 
gation water. 

The return from investment on irriga¬ 
tion in our exercise is underestimated. The 
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estimated additional yield of wheat on 
irrigated land is based on the Farm 
Management Studies of pre-HYVP period. 
If we assume that new seeds and their 
associated technologies are adopted in 
place of traditional seeds on the irrigated 
wheat land, the yield differential between 
irrigated and unirrigated lands must be 
higher and so the return from investment 
on irrigation. Similarly, we have not 
taken into account the increased inten¬ 
sity of cropping and change over to a more 
yielding and profitable cropping pattern. 

untapped sources 

In India, 82 million hectares can be 
ultimately irrigated from the exploitation 
of both surface and ground water. 25 The 
total potential created under the major, 
medium and minor schemes by the end of 
1969 was 37.5 million. 28 Thus much of the 
irrigation potential of our country remain¬ 
ed untapped. The target of irrigated area 
by the end of 1980-81 is 58 million hectar¬ 
es, as fixed by the Planning Commission. 27 
This envisages a growth rate of 4.2 per cent 
per annum as against the past growth of 
2.2 per cent in J950's and 2.6 per cent in 
1960’s. But in the first 3 years of the 
Fourth Plan, only 40 per cent of the tar¬ 
get of potential creation was fulfilled. 28 
This indicates that the importance of irri¬ 
gation in the Plan has not been fully 
appreciated. If this target of irrigation 
is not fulfilled, the target of agricultural 
production in the fourth Plan will remain 
unfulfilled. 

The analysis has shown that irrigation 
has the immense potential of raising agri¬ 
cultural production of our country. With 
the availability of irrigational facilities, the 
farmers can adopt the HYV programme, 
make a more intensive use of land and 
follow a cropping pattern which requires 
more water but gives higher return and 
yield per acre. The agricultural produc¬ 
tion will be stabilised, which will mean a 
higher production over a given period. 
The employment of human labour will be 
increased and farm resources will be more 
efficiently utilised leading to a lower cost 
of production. The return from invest¬ 
ment on irrigation vis-a-vis fertiliser is also 
greater. Hence in future, more attention 
must be paid on the development of irriga¬ 
tional facility in the Plan period. 

References 

1. The annual growth rate of area under 
cultivation has shown a declining trend from 
2.6% during the first Plan lo 1.3% in the 
second and 0.6% in the third five-year Plan, 
See, Fourih Plan, p. 118. 

2. J P. Bhati, ‘‘Adoption of Improved 
Seeds", Agricultuial Situation in India, Decem¬ 
ber, 1070. shows that yield of HYV seeds is 2-3 

296 


ransowM 

times greater than that of traditional seeds. Be¬ 
sides the potential of HYVP is 2-3 times greater 
than its actual yield. 

See also, A. S. Kahlon, “New Farm Te¬ 
chnology—Its Implications in Agricultural Eco¬ 
nomics”—Presidential Address, Indian Journal 
of Agricultural Economics , Oct-Dec., 1970, p. 1 

3. R. K. Lahiri. “The Impact of HYVP on 
Rural Labour Market, Economic and Political 
Weekly, Sept. 36, 1970, Pp. A-111-114. 

4. Indian Agriculture in Brief. 11th ed. 
Directorate of Fcon. & Statistics, Ministry of 
Food & Agriculture, G O.I. 

5. See P, Singh and D. D. Guota, “Econo- 
mics of Dry Farming in Haryana State” Indian, 
Journal of Agricultural Economics , Conference 
No. Oct-Dec. 1971, P. 300 

6 Indian Agriculture in Brief, 11th ed. 
p. 17. 

7. Ibid 

8. A. S. Kahlon, A Comparative Analysis 
of Dry and Irrigative Farming in Ferozepur 
District, Punjab, Indian Journal of Agricultural 
Economics , Conference No. Oct-Dec. 1971. 
p. 232 

9. Indian Agriculture in Brief, OP. cit., 
Pp.22-23 

10. Studies in Economics of Farm Manage¬ 
ment in West Bengal, Report for the Years 
1954*55 to 1956-57, Ministry of Food and Agri¬ 
culture, GOI. 

11. MI.. Singh,‘‘Ceiling on Land Hold¬ 
ing", Eastern Economist , May 19, 1972. 

12. A. S. Kahlon, “New Farm Technology 
." Op. cit. 

13. Ibid 

14. The average output per acre of potato 
farm is Rs 823 against Rs 260 from jute and 
Rs 183-21 from Aman Aus. Labour-days em¬ 
ployed per acre is 170 in case of potato culti¬ 
vation 78-120 in jute and 50 in case of Aman 
Aus. The utilisation of bullock per acre is 
also considerably higher in potato as compared 
to that in jute and paddy. 

15. Singh, P. and D. D. Gupta Op. cit. 

16. S. S. Kahlon, “Economic Evaluation 
of Dry Farming in Punjab", Mian Journal of 
Agricultural Economics , Conference No 1971. 

17. W. B. Falcon, “The Green Revolution 
—Generation of Problems" Paper presented to 
tlic Summer Meeting of Agricultural Economics 
Association, Columbia, Missouri, Aug. 1970 

18. S S. Kahlon, Op. cit. 

19. Planning Commission, Third Five-Year 
Plan, Pp. 413-414. 

20. Incase of D.V.C. canal system, ope¬ 
rating cost is 1% of total cost, see S. K. Busu 
and S. B. Mukhcrjec, “Evaluation of Damodar 
Canals", 1959-66 

21. SceR. K. Sau, “Resource Allocation 
in Indian Agricultuic", Economic & Political 
Weekly" Sept. 25, 1971, p.A.-106. 

22. & 23. A. S. Kahlon, Presidential Add¬ 
ress, Op. cit. 

24. V. G. Panse, “Fertiliser Recommen¬ 
dations in Proceeding of National Seminar on 
Fertiliser, Fertiliser Association of India, 1965. 

25 Planning Commission, Fourth Five- 
Year Plan, Pp. 245-7 

26. Ibid. 

27. Ibid 

28. Mid-Term Appraisal of Fourth Five- 
Year Plan, GOI, p. 8 

FEBRUARY 16, 1973 




Joulayn H*nnessy 

London. 


Competition policy 

in the EEC 


i 

Attack on a Sugar Cartel 

Following me successful conclusion of 
its case against nine companies accused of 
running a price-fixing cartel in the dyes 
sector, the EEC Commission has launched 
an attack against twentytwo of the most 
important companies in the £ 600 millions- 
a-ycar Community sugar industry. The 
companies come from all the countries of 
the Six except Luxemburg : 

Belgium—Raflincrie Tirlemontoise SA, 
the main producer with some 85 per cent 
of national production. 

France—Sucre-Unio \ SA, Societc des 
Raffmeries et Sucrcries Say; Societe F. 
Beghin; Generate Sucrerie SA: Societe 
Nouvelle de Raflmeries Lebaudy-Sommier 


SA: Sucrc> ct Denrees SA. These com¬ 
panies control some 90 per cent of the 
French market. 

Italy—Eridania Zuccherifici Nazionali; 
Societa ltaliana per lTndustria deglia 
Zuccheri; Romana Zuccherro; Zucchcri- 
ficio del Volana; Societe Generate de 
Sucrcries; Zucchcrificio c Raffineria di 
Pontelongo; Distilleria di Cavarzero; 
Agricola Industriale Emiliana; Zuccherifi- 
cio di Serminide; SADAM; Industrie 
Zignago. 

Netherlands—Centrale Suiker Maats- 
chappi NV; Cooperative Vercniging 
Suiker Unie UA. The two companies 
provide all Dutch sugar production. 

West Germany—Westdeutschc Zucher- 
vertriebsgesellschaft mbH und Co.; 


Sudzucker Verkaufs GmbH and Co. 
These are two of the three main sugar 
trading organisations in West Germany. 

The Commission's charges, which 
follow three years of investigation, consti¬ 
tute the biggest drive yet taken in defence 
of the EEC’s competition rules. The 
Commission considers its action an impor¬ 
tant intervention on behalf of consumers, 
pointing out that the Common Market 
docs not exist in the sugar industry. In 
essence, the companies are charged with 
sharing the Community sugar market in 
defiance of Article 85 of the Rome Treaty. 
They are alleged to have divided the mar¬ 
ket up between themselves and enforced 
price agreements, so that sugar has not 
been delivered from one member country 
to another at a price beneath that of the 
market price of the recipient. Enquiries 


have shown that movement of sugar bet¬ 
ween the EEC surplus countries, Belgium 
and France, to the deficit countries. West 
Germany and Italy, has been insignificant. 
As far as maintaining high prices are 
concerned the Commission confesses that 
it is difficult to calculate what the consu¬ 
mer price would be if there were no car¬ 
tel, but it points out, during a price war 
in the Netherlands in 1969, before three 
Dutch companies, entered the cartel, 
prices dropped 18 per cent. 

If, at the end of the legal process, the 
twentytwo companies are found to have 
breached the competition rules, they 
would be liable to fines of up to 10 per 
-cent of turnover; thus fines could reach 
S 1,000,000. 

All the main sugar refiners have denied 
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the charges. Even before the French 
companies had received formal notifica¬ 
tion of the Commission’s grievances, their 
trade organisation, the Syndicat National 
des Pabricants de Sucre (SNFS) met the 
suggestion that artificially high prices were 
being maintained with the defence that, 
in France, the price of sugar had never 
exceeded the intervention price level : 
i.e., the price guaranteed to producers 
under the rules of the Common Agricul¬ 
tural Policy. The SNFS also remarked 
that since the introduction of the CAP, 
sugar exports from France to other 
Community countries had regularly 
increased and by 1972 had attained 
600,000 tons. The Belgian company, 
Raflineric Tirelemontoisc, denied that it 
had limited voluntarily its exports to 
other Community countries;-on the con¬ 
trary, the company said, it had developed 
them. 


Under the EEC procedures, the com¬ 
panies are permitted to justify their posi¬ 
tions before the Commission, and the 
hearing took place last October. The 
case will proceed to the European Court 
of Justice. 

In another case which resembles that 
against Citroen, three French perfume 
companies have been charged with prac¬ 
tices which led to artificially high prices 
and the prevention of competition in the 
EEC. Acting again under Article 85 of 
the Treaty, the Commission had accused 
the companies Christian Dior, Marcel 
Rochas and Lancome of operating a 
trading system which involves exclusive 
sales arrangements with a prohibition on 
re-export and an obligation to sell at 
fixed prices. This system, it is alleged, 
results in artificial divisions of the Com¬ 
munity market. 

II 

The Case of Continental Can 

The European Court of Justice has held 
a hearing of the case in which the 
American company, Continental Can, is 
accused of abuses of a dominant position 
under Article 86 of the Treaty. This is 
the first major Community case of its 
type. The hearing follows the failure of 
the company to reach an out-of-court 
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agreement in direct lanes witn tnc com¬ 
mission. 

The Commission argues that Continen¬ 
tal Can is abusing a dominant position 
in the packaging market by its purchase 
of 80 per cent of the shares of the Dutch 
concern Thomassena and Drijver-Verbliffa, 
and it wants this purchase banned be¬ 
cause Continental Can already has a 
dominant position through its West 
German subsidiary Schmalbach. The 
Commision states that competition has 
been virtually eliminated in light packag¬ 
ing for tinned meats and fish mid metal 
tope for the jars. 

Continental Can argues that the Com¬ 
mission is trying to stretch Article 86 to 
embrace the control of the concentration 
of firms, and that the only factor produc¬ 
ed by the Commission to show that it is 
abusing a dominant position is the share 
of the market that it holds. In any event 
it disputes the calculations of the Com¬ 
mission in assessing what that share is. 
Regardless of its share of the market, 
however, Continental Can considers that 
this alone cannot prove abuse of a 
dominant position since it takes no 
account of the margin of action open to 
the firm 

effective competition 

The Commission brushes aside such 
arguments, insisting that the main point 
is not prior control of concentrations, 
but the aims of the Community treaties, 
which lay down that effective competition 
is necessary to ensure economic develop¬ 
ment and a rise in the standards of living. 
In that case the real problem is to disco¬ 
ver whether Continental Can’s acquisi¬ 
tions have eliminated competition. On 
the other hand. Continental asks the Com¬ 
mission for evidence of its misbehaviour, 
to which to Commission replies that if all 
competition is made to disappear by the 
company's acquisition of rival groups, all 
choice for the consumer has been lost. 

It emerged from the Court hearing of 
the Continental Can case that two of this 
company’s subsidiaries, Schmalbach of 
West Germany and Shamasscn and 
Drijver-Verblifa of the Netherlands, are 
accused of restrictive practices under 
Article 85 of the Treaty. In this accus- 
tion by the Commission they are asso¬ 
ciated with the Metal Box Company of 
the UK, its Italian subsidiary, Superbox 
SPA. and the French company, J. J. 
Carnaud. 

The five companies are alleged to have 
run an information office in Lonon which 
supplied the companies with the prices 
offered by potential customers. If a 
customer asked for a tender from a corn- 


patty, and it was found that the customer 
had already received a quotation from 
the company in his own country, the 
foreign company contacted could refuse 
the order. In the Commission's view, 
the office is “contrary to the common 
interests of the EEC” because it restricts 
competition. 

The French government has amended a 
1972 law regarding the state match mono¬ 
poly, whose existence had been the sub¬ 
ject of Commission pressure. While 
maintaining the state monopoly on the 
manufacture of matches, the French 
government is now opening the market 
to imports, although maintaining a reser¬ 
vation on West German products. The 
liberalisation will effect the Community's 
new members only at the end of five 
years. 

Ill 

The Car Market and Public 
Works 

A Commission report on the effect of 
a common market on the car industry has 
revealed price anomalies, which the 
Commission is taking up with a number 
of leading manufacturers. It has been 
found, for example, that West German 
and Italian producers, throught their 
respective distributors, are offering cars 
in France and the Netherlands for prices 
between 5 and 10 per cent cheaper than 
prices asked in their domestic markets. 
In reverse, French producers are distri¬ 
buting cars at more expensive prices 
in West Germany and Italy than in 
their home market. The price difference 
is between 5 and 20 per cent. These 
variations arc partly a result of exclusive 
regional sales rights, coupled with a ban 
on re-export. The Commission accepts 
exclusive concessions when they arc 
supported by good after-sales service, but 
it demands a system which permits inter¬ 
penetration of the markets by the eli¬ 
mination of bans on re-export and paral¬ 
lel importing. 

At the beginning of September, the 
Commission began proceedings against 
Citroen under Article 3 of Regulation 
17/62, which relates to Article 85 and 86 
of the Treaty. After examining the rela¬ 
tionship between Citrpen in France and 
its subsidiaries elsewhere in the Commu¬ 
nity, the Commission found that Citroen 
had made verbal agreements to provide 
exclusive supplies, while the subsidiaries 
did not sell to clients resident in other 
member states. This, in the Commis¬ 
sion's view, constitutes a ban on re¬ 
export since no foreign client and no 


distributor can obtain vehicles whic 
intends to export. 

The Commission rests its case on the 
legal precedents contained in the Grungig- 
Consten case held before the European 
Court of Justice in 1964, which condem¬ 
ned barriers that limited competition. 
Further, the Commission rejects the 
argument that a breakdown of the terri¬ 
torial protection that the existing agree¬ 
ments provide would create risks for the 
retailer or affect the manufacturing 
plans of the parent company. In short, 
it does not see why the motor industry 
would be treated differently from other 
industries. 

A number of manufacturers have al¬ 
ready given up re-export bans in their 
exclusive sales agreements. Earlier in 
1972 the Commission took action against 
Peugeot and BMW. Peugeot is engaged 
in talks with the Commission that are ex¬ 
pected to lead to a readaptation of exis¬ 
ting contracts affecting re-export. BMW 
decided to abolish bans on re-export 
from January 1, 1973. 

At the end of August, five notices of 
contract for public works in the Nether¬ 
lands were published in the Commu¬ 
nity’s Official Gazette. Four, related to 
road works and landscaping, were 
open to tender from any company in the 
Community, while the fifth, concerned 
with maintaining the access channels of 
the port of Rotterdam, was open to 
tender only from companies with ex¬ 
perience in the work and the equipment 
necessary to do it. The notices were the 
first to be announced after the Commu¬ 
nity's provisions for liberalising public 
works contracts came into force. 

principle of free access 

After several years of negotiation, the 
Council adopted in July, 1971, a direc¬ 
tive which laid down the principle of 
free access to public works contracts 
throughout the community ; i.e., it prohi¬ 
bited national measures which would 
give preference to national firms. The 
member slates were allowed a year to 
adapt themselves to the directive. 

In view of the substantial trade invol¬ 
ved in the provision of goods and services 
for public works contracts, Community 
officials attach importance to the princi¬ 
ple of open tendering for contracts worth 
more than one million units of account. 
At present, most contracts arc awarded 
on a national basis, but the Commission 
argues that liberalisation will encourage 
lowered costs and improved techniques. 

The question of open tenders on civil 
engineering projects is, nevertheless, com- 
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plicated. The cost of pricing a contract 
worth £1,000,000 is about £10,000, and 
while open tendering might provide im¬ 
mediate gains for the purchaser, the more 
companies which spend that amount and 
fail to win the contract the more the waste. 
The practice in the UK has often been 
for a purchaser to invite tenders from 
perhaps six companies. Beyond the cost 
involved, however, companies competing 
for contracts across national boundaries 
confront insurance difficulties as insurance 
regulations vary from country to country. 
Technically, there is little harmony of spe¬ 
cifications and quality control throughout 
the Community, it seems likely that until 
harmonisation of this type is undertaken, 
competition for contracts of a trans-Euro¬ 
pean basis will be restricted. The directive 
now in force can only be a first step. 

IV 

National Discrimination 

Public contracts wider than those dealing 
solely with public works are often equally 
prone to discrimination in favour of 
national firms. The contracts in question 
here arc those granted by state of local 
authorities, or by companies providing 
services of a general interest where some 
type of advanced technology is involved. A 
study completed by the Commission at the 
Council's request indicates that in this 
area a single common market is far from 
existing, even though since 1970, any 
practice opposed to the liberalisation of 
public contracts has been illegal. 

The degree of liberalisation varies from 
sector to sector. Thus : 

Telecommunications equipment for 
public purchasers is closely guarded on 
a national basis, partly because new equip¬ 
ment needs to be compatible with existing 
machinery of long life partly because 
there is generally a close working relation¬ 
ship between the public authority concern¬ 
ed and the manufacturer of the equip¬ 
ment. The result is that intra-Com- 
munity trade was less than four per cent 
of the estimated consumption for 1969. 


are concerned. For large componehTsVTf 
is less than 10 per cent of consumption; 
for mqjor plant items it is even less. The 
Commission seeks to encourage more 
consultation between manufacturers, and 
hopes to gain more knowledge of invest¬ 
ment plans in order to help manufac¬ 
turers to meet the market requirements. 

Political problems involved in the grant¬ 
ing of contracts to foreign companies 
may, however, be hard to overcome. A 
case in point is the nuclear power station 
planned by ACEA, the authority which 
supplies Rome with electricity. Following 
a consideration of tenders, ACEA pre¬ 
sented “a letter of intent to purchase*’ to 
the West German company, Kraftwerk 
Union AG. Although Kraftwerk was 
associated with Italian experts and plan¬ 
ned to give more than DM 250 million 
worth of work to Italian contractors 
(some half of the value of the order), a 
vigorous campaign started in Italy against 
granting the contract to a non-Italian 
company. Following a request from the 
West German authorities, the Commis¬ 
sion was asked to intervene and remind¬ 
ed the Italians of their duty to award the 
contract without discrimination. In the 
light of what the West Germans consider 
to be fresh attempts to cancel a contract 
that they claim to have won fairly against 
international competition, there has now 
been another request for Commission 
intervention with the Italian govern¬ 
ment. 

There is no production of long-range 
commercial jets in the Community, so 
that the Six relies on foreign products. 
Intra-Community trade has, however, 
developed for short and medium-range 
airliners. The future depends on the 
strengthening of the European aeronauti¬ 
cal industry. 

Data processing is dominated by the 
non-Community company, IBM, so that 


there is liTtTe rooifi left on ifie Commftrtity 
market, save for technical exchanges bet¬ 
ween the IBM subsidiaries. Although 
some member states have favoured their 
own manufacturers, the opportunities 
open to European companies to penetrate 
the markets of large purchasers in the 
Community is, thinks the Commission, 
limited. ..The maintenance of national 
preferences merely restricts the expansion 
of the European industry. Although a 
degree of state support for the computer 
industry is justified, a competitive industry 
can only be achieved at Community level. 
The companies concerned have already 
started their own process of reorganisa¬ 
tion, and the Commission itself is prepar¬ 
ing a communication for the Council 
which will demand a sectoral industrial 
policy. 

In other areas where trustworthiness and 
the meeting of technical specifications 
outweigh other considerations there 
are fewer barriers to trade. In this 
category of capital goods, machine 
tools and measuring instruments are 
scarcely affected by their origin. In terms 
of intra-Community trade, electro-medical 
instruments and X-ray equipment increas¬ 
ed 74 percent in value between 1969 and 
1970, so that in the latter year they repre¬ 
sented 15 per cent of Community con¬ 
sumption. Although the Commission calls 
this “fairly satisfactory”, it thinks that 
the co-ordination of research and develop¬ 
ment programmes would make it possible 
to remove obstacles to trade. 

Sources and acknowledgements: The 
foregoing summarises, by special arrange¬ 
ment, a report in depth in the latest issue 
of European Trends , published quarterly, 
to subscribers only, by the Economist 
Intelligence Unit, 27 St. James's Place, 
London SW1A:INT, but the EIU is res¬ 
ponsible neither for the emphasis of my 
summary, nor for my interspersed com¬ 
ments based on a variety of sources. 
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Consultation between the purchaser and 
foreign manufacturer of railway equipment 
is virtually absent, and there are wide 
divergences in technical standards and 
requirements. Although these difficulties 
could be resolved at a Community level, 
intra-Community trade is for the present, 
confined to eight per cent of consumption 
for track equipment and less for coaches, 
wagons and traction equipment. 

Conventional and nuclear power plants 
engender only an insignificant intra-Com¬ 
munity trade, as far as turnkey orders 


To the plethora of economic plans, official as 
well as non-official, there has been added one 
more. It is the report of the Economic Pro¬ 
gramme Committee of the All India Congress 
Committee. But it is not a clan strictly so- 
called. It is only an ‘outline*, though it may be 
rather sketchy even for an outline. It has not 
for instance, considered the question of our 
existing tax structure which, in view of its urgent 
immediate importance, seems to suggest that the 
present economic crisis and its gravity have not 
received their due share of attention at the hands 
of the E.P.C. 

This is, however, not the only lacuna in 
the E P. C. report; two more important issues, 
namely, the character of our foreign trade and 
the place of foreign capital in our national 


economy are also left to be examined by a 
Government Planning Commission to be ap¬ 
pointed later on. The report is moreover not 
a finalised document since it has yet to be con¬ 
sidered by the A.l.C.C. and this consideration 
has been postponed to some future meeting of 
that body. And only after that will come the 
stage of its consideration and examination at 
Government level. But the E.P.C. was presided 
over by the Prime Minister and, thus, its report 
has caused just that degree of doubt and appre¬ 
hension in the business mind which will prejudice 
large-scale effort at greater production—the most 
important need of the hour. And the manner 
in which the money market has reacted to it 
would seem to indicate that capital flow may be 
seriously jeopardised. 
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Monetary crisis ■ 

brewing again 


This wiiiiK-iND, (Feb. 4) west Europe and 
many other countries of the world are 
asking anxiously if they arc on the verge 
of yet another currency crisis. In the 
last two days, Federal Republic of 
Germany has been invaded once again by 
a massive inflow of US dollars, while a 
similar dollar flow has threatened the 
Japan yen and the Swiss franc, which was 
already ‘‘floating” following a similar 
inflow of the weak Italian lire that had 
resulted in a virtual revaluation of the 
Swiss franc by about seven per cent. Un¬ 
less the exchange remain closed next week, 
it is expected that a further flood of the 
weakening US dollars will arrive. From 
Stockholm southwards, all west European 
capitals are standing by to take self- 
protective measures to maintain the value 
of their currencies. 

Little faith is left in the stability of the 
Smithsonian agreement over international 
currency values arrived at in Washington 
in December, 1971, alter a similar cur¬ 
rency crisis, as the value of the US dollar 
falls on every international exchange. 
The comfortable German surplus of five 
years ago has been swallowed by the debi¬ 
litating effects of absorbing massive sums 
in weaker currencies and from Washing¬ 
ton, from both the US Administration 
and the IMF headquarters, are heard 
disturbing doubts if many existing parities 
can long be maintained. 

debilitating pattern 

This debilitating pattern of interna¬ 
tional currencies suffering from inflows 
of “hot money” has prevailed, together 
with inflation, for some ten years and is 
an exhausting fact of life which neither 
new international currency agreements 
nor enlargements of economic groups do 
anything significant to redress it. Not 
even the end of the Vietnam war nor 
the opening of discussions in Vienna on 
reducing armed forces in west and east 
Europe have had the slightest effect to 
offset financial insecurity. Fighting may 
have stopped in south-east Asia, but 
agitation and unease continue over the 
value of money right around the world. 

It is easy to blame the Americans for 
failing to devalue their dollar officially. 


It is equally facile for the Americans to 
maintain the Connally attitude of 18 
months ago—with the distant prospect 
that Mr Connally may be the Republican 
Presidential candidate in 1976—that it is 
for west Europe and the Japanese to 
correct the US balance of payments 
through the sharing of defence burdens 
and through trade concessions. The alter¬ 
native in the Connally or the current 
US view is for Japan and west Europe 
to continue to accumulate dollars of ever- 
decreasing value or, by refusing, to force 
further devaluations. 

President Nixon's budget has made 
matters worse by putting his Democratic 
Congress in so hostile a mood that it will 
probably refuse to confer any wider trade 
negotiating powers on the President. Mr 
Nixon’s own commitment to trade libera¬ 
lization must now also be in doubt 
since he is currently trying to win the co¬ 
operation of the US trade unions, some 
of the most narrowly protectionist groups 
in the world. At the same time, trade 
issues between the USA and the Com¬ 
mon Market have begun to look more 
like battle fields than bargaining sessions. 

focal points 

There are at least two focal points in 
this damaging clash of interests and in 
attitudes between Washington and the 
Common Market, which is now virtually 
west Europe. The first is the Middie East, 
where the Common Market, led by France, 
is trying, with Israeli urging, to create a 
free trade area stretching all the way 
round the Mediterranean. This policy 
creates intense hostility in Washington 
because the USA now, like the Europeans 
themselves, is dependent on Middle East 
oil to keep industries running. The 
Middle East has nearly three-quarters of 
the known world oil reserves: North Sea 
oil is relatively insignificant by compari¬ 
son and the Soviet and Chinese resources 
are insufficiently explored and strategi¬ 
cally too risky to be considered seriously 
as a possible alternative at present. 

At the heart, secondly, of the European 
attitude of making the Mediterranean a 
Market free trade area is France which 
makes no secret of the fact that its 


basic polities is based on oil and 
that it is prepared to be uncompromis¬ 
ing and combative about it. For the 
French, the idea of sharing European 
defence burdens against east Europe's 
Warsaw Pact forces with the USA simply 
docs not come into the question. They 
refuse equally to consider monetary 
problems in conjunction with trade poli¬ 
cies. France is combative towards the 
USA even at the risk of the Atlantic 
Alliance and of currency values and it is 
partly for this reason that the Anglo- 
French Concorde aircraft project has met 
so frosty a reception from American 
airlines. 

great distress 

The whole mixture makes a glorious 
arena for some facile disdainful remarks 
from the east European press led by 
Pravda in Moscow, where the Soviet ver¬ 
sion of the Concorde aircraft, unlike its 
unfortunate western forerunner, is being 
pushed ahead vigorously. The closeness 
of interests between the USSR and France, 
emphasized by the exchange of political 
visits between Mr Brezhnev and President 
Pompidou, is a factor that disturbs 
France’s Market partners and raises the 
greatest distrust in the USA, even though 
similar exchanges of visits are taking 
place between Messrs Nixon and 
Brezhnev. It is scarcely remarkable that 
the visit to Mr Nixon last week by the 
British Prime Minister raised no cheers 
from Paris which almost openly regards 
it as an example of Anglo-Saxon 
perfidy. 

Mr Heath’s visit to Washington will 
have at least the same type of value as 
the visit to Washington last month by 
the Federal Republic of Germany’s, Fin¬ 
ance Minister, Herr Helmut Schmidt— 
both men have an up-to-date apprecia¬ 
tion of the American mind not only the 
President’s but that of the new Secretary 
of Finance, Mr Schultz, and of the Fede¬ 
ral Reserve Bank. A dangerous weakness 
in current international politics and eco¬ 
nomics is the poor extent of contacts on 
ministerial level between Atlantic Alliance 
members, especially in the economic field. 
This is now realized by the British and 
German governments but not by the 
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French who, on the contrary, reject the 
idea of a joint Common Market-US 
body to deal with relations between the 
two area just as firmly as it rejects any 
concept of a committee to consider de¬ 
tails of association or agreement between 
the Market and industrially-developing 
countries. 

President Pompidou, certainly, has pro¬ 
claimed loudly the need to discuss out¬ 
standing issues between the Market and 
the USA but the form and content of 
that dialogue must be his. How far he 
will be able to maintain this attitude will 
depend partly on the outcome of the 
French elections early in March but the 
recent discussions in Paris between Pom¬ 
pidou and Chancellor Brandt of West 


Germany left the latter disturbed about the 
prospects of a constructive dialogue bet- 
weep the Market and the USA. 

This year has a scries of key events, all 
of which will help to determine whether 
the current rigidites will solidify further 
or relax. The French elections come 
first; the uncertainty whether Britain will 
yield to the firm French and oihcr pres¬ 
sures to nx a firm new exchange rate for 
the pound by April 1; the creation of a 
European Reserve Fund by April 1; 
the approaching trade talks in Geneva 
under GATT auspices; and the World 
Fund Meeting in Nairobi next October. 

The list of firm dates is rather alarming, 
following swiftly on one another. It is 


too much like a computer programme to 
suit the delicacy and flexibilities of poli ¬ 
tics, especially oil their economic side. 
This is the more true because of the closer 
integration of west Europe where there is 
now a close involvement of goods, services 
and labour making it impossible, for any 
Market members to persue entirely auto¬ 
nomous economic policies, to have unre¬ 
lated rates of inflation or even to have 
the same intent in fighting inflation in 
preference to other structural economic 
difficulties. Time-tables will be danger¬ 
ous if their rigidity forces decisions. The 
hope is that, the British and the Germans 
understanding this, may be able to swing 
the Market from an over-precise course 
which would make it increasingly unap¬ 
proachable by others. 
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Indonesia: Berkeley 

Mafias show 
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Glnlral Suharto of Indonesia, who be¬ 
came the acting President in March 1966, 
and assumed full powers two years later 
had a sense of restrain, so that the army 
was not allowed to rule the country with 
unbridled authority. He reshufllcd his 
cabinet in June, 1968, to replace some of 
the army ministers with specialists to 
formulate and run the plan for economic 
development. Some politicians also sur¬ 
vived, such as Mr Adam Malik, the 
Minister for Foreign Affairs, to provide 
the administration with the required ba¬ 
lance and continuity. 

While Mr Soekarno had led the national 
movement and had ably unified the coun¬ 
try, he assumed all political power and 
allowed the economy to deteriorate. So 
much so that the 1961-69 development 
plan—-which, in fact, was nothing more 
than a list of projects (374 ‘A' projects 
directly concerned with development, and 
eight category ‘B’ projects primarily in 
the agriculture and mining sector)—only 
generated inflation. By 1966, the Soekarno 
administration had to suspend all the ‘B* 
projects along with many of ‘A’ category 
due to lack of funds and raw materials. 

President Suharto, concentrated on the 
rehabilitation of the economy, which had 
been neglected due to political intrigue 
and had been ravaged by inflation. This 


prime motive led him to look for enligh¬ 
tened advisers whom he found among 
the west trained technocrats who could 
be involved in the regeneration of the 
economy. Some of them had been edu¬ 
cated at the Berkeley University, they 
have contributed significantly towards 
the formulation and execution of the 
country's plan for economic development. 
For this, they are fondly labelled as 
“Berkeley Mafias". Ultimately, all the 
three groups—the technocrats, the army 
and some of’ the former politicians—have 
joined together to pull the country out of 
confusion. The international community, 
through the Inter-Govcrnmental Group 
for Indonesia, an aid-lndonesia consor¬ 
tium, has also helped in a liberal 
manner. 

Indonesia’s first five-year Plan, 1969- 
1973, formulated by the National Deve¬ 
lopment Board (BAPPF.NAS) has the 
modest objective of creating a sound basis 
for economic growth during the next 20 
years. The targets of the Plan, therefore, arc 
shorn of the common jargon, and include 
the provision of food, clothing and hous¬ 
ing to the people, the improvement of 
infrastructure of the economy and the ex¬ 
pansion of employment opportunities. 

The Plan involves an expenditure of 


two billion dollars and aims at a 4.7 per 
cent annual growth in GNP. The results 
have actually revealed an optimistic 
picture. The years 1969 to 1972 have 
been characterised by accelerated deve¬ 
lopment, coupled with stable prices. Gross 
domestic product grew by about 6.3 per 
cent in 1969 and 6.9 per cent in 1970. The 
1971 and 1972 rates of growth are esti¬ 
mated to be ever higher. 

The agricultural sector has received the 
main emphasis, where the central strategy 
is to eliminate backwardness through 
modernisation. This is expected to im¬ 
prove the market for agricultural inputs 
such as fertilisers, pesticides and other 
chemicals and cement. Increased activity 
is also expected in the allied processing 
activities such as hullcrs, crumb rubber 
machines and lumber. 

Agricultural production, particularly of 
rice has gone up quite remarkably. Rice 
output improved to 11.61 million urns in 
1970-71 from 10. 50 million tons in 1969-70 
— a rise of more than 10 per cent. The 
rising trend continued in the following 
two years also, with estimated output of 
12.2 million tons m 1971-72 and expected 
output of 13.43 million tons in 1972-73. 
This consistent rise has been recorded 
both by bringing larger area under rice 
cultivation and by the use of improved. 
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varieties of seed under official program¬ 
mes. But Indonesia still remains u major 
importer of rice, which is partly due to 
higher consumption. Nevertheless, the 
target of 15.42 million tons of rice hy 
1973-74 docs not seem be)om! reach, 
which actually means a jump of 46 5 per 
cent during the live years of (he Plan. 
Improvement has also been recorded in 
the production of exportable products- 
rubber, palm oil, tea, coconut but 
there has been some decline in the output 
of tobacco from small holdings. 

The planners feared that the shortage 
of the foreign exchange might restrict 
developmental efforts. Consequently, 
promotion of exports and substitution of 
imports was emphasised. This principle 
determined the stress on selected indus¬ 
tries. As plantations and mining earn 
foreign exchange, the development 
strategy included improvement in these 
fields. Tor instance nickel was usually 
exported in the mud form. So the coun¬ 
try proposed to take up the preliminary 
proessing to improve the quality of ex¬ 
ports. The high priority for textiles was 
important not only from the anale of 
domestic demand and import replace¬ 
ment, but also from the point of view of 
employment. 

substantial growth 

The growth in industry has been quite 
substantial. The output of paper increas¬ 
ed by 23 per cent in a single >car in 
1970. The production of cement also 
increased and Indonesia hopes to achieve 
sclfsuflicicncy in this line of manufac¬ 
ture by 1973-74 by raising the capacity 
of the three state-owned cement factories 
at Tonassa, Indarung and Grcsik and 
the establishment, of two new ones at 
Tjibinong and Bahorok. The total capa¬ 
city by the end of the Plan is expected 
to be around 1.70 million tons. In the 
field of crude petroleum too, Indonesia 
has made sizable progress, ll is the 
largest producer of crude east of the 
Persian Gulf and crude is country's lar¬ 
gest exchange earner. The output of 
crude oil increased from 25.7 million 
metric tons in 1968 to 43.80 million met¬ 
ric tons in 1971. In fact Indonesia wants 
to make up for the delay in the develop¬ 
ment of the petrochemical industry. 

In Sumatra, the Indonesia Palcm- 
bang Fertilizers Public Corporation is 
expanding a fertiliser factory: this ex¬ 
pansion is likely to be compleUd some 
time this year. In the middle of I97|, 
the state-owned oil company, Pertamina, 
started to build a polypropylene plant in 
Pladju in south Sumatra, the only plant 
of its type in south-east Asia. In Java, 
another petrochemical project is being 


set up near Surabaja. Consequently, the 
production of fertilizers is expanding fast. 

l/nlikc its predecessor, the present Plan 
encourages foreign investment. Con¬ 
ditions have been created to attract and 
regulate private foreign investment which 
has continued to How in. Between 1967 
and 1971, as many as 448 projects, 
valued at US S 1,600 million were ap¬ 
proved. The most important sectors 
that have been developed are oil, mining, 
forestry, textiles, chemicals, non-mctailic 
minerals and metal products. The prin¬ 
cipal sources of foreign capital have been 
the United States, Japan, Hong Kong, 
Australia, the United Kingdom, and the 
Federal Republic of Germany. In a 
large percentage of eases (69 per cent of 
the total), projects involve joint ventures 
by foreign and Indonesian firms. 

A deterioration or infrastructure was evi¬ 
dent during the post-war period as no reha¬ 
bilitation and expansion in this field was 
carried out. A period of about 10 years 
has been considered necessary to rehabili¬ 
tate the roads to serve the present and 
prospective volume of traffic. It has 
been estimated that the condition of 34 
per cent of roads is very bad, of 50 per 
cent bad, of 11 per cent fair and only 
five per cent of roads arc good. During 
the present Plan, the inadequacy of roads 
is expected to be reduced substantially. 
F.vcn the Railways could not maintain 
their facilities because they continued to 
subsidise the fares during the period of 
inflation. Most of the equipment, rolling 
stock and the 7,000 km long rail track, 
mostly in Java and Sumatra, is 40 to 50 
years old. For instance, there is still a 
backlog of 5.4 million units of sleepers 
to be replaced. Many of the 8,350 brid¬ 
ges have been poorly maintained. 

neglected docks 

The problem is no different in the case 
of ocean communication. Harbour faci¬ 
lities have been neglected and docks and 
wharves need extensive modernisation 
and reconstruction. This has meant in¬ 
efficient time and schedule for ships. 
Now gradually more ships are being add¬ 
ed to the fleet and refurbishing of 108 
vessels with a tonnage of 16,000 DWT has 
been proposed. 

All in all. it seems that this Plan has 
succeeded in overcoming the basic chaos 
created by the later years of the Sockarno 
era, and has been able to bring about 
stability in economy. But two main 
shortcomings have become evident in the 
last four) cars. In the first instance, the 
Plun has tended to concentrate invest¬ 
ment in areas where returns seemed most 
promising and thereby the Plan has neg¬ 


lected the backward areas. The net 
result has been a concentration of wculth 
and increased regional imbalance. Secon¬ 
dly, enthusiasm for foreign capital, which 
apparently was quite essential to a cer¬ 
tain extent, has caused dislocation in 
some domestic lines of production. In 
textile industry, for the instance the trad- 
tional industry has been hard hit by the 
newcomers. Similarly, to some extent, the 
domestic small-scale dairy industry has 
suffered with the establishment of a 
large milk plant by the Australians for 
which even milk powder has to be impor¬ 
ted from Australia. 


One healthy feature of Suharto admi¬ 
nistration is that it has not taken long to 
realise these flaws in the Plan and it is 
likely to be more.selective in its licensing 
policy. While inducement to investment 
may be made, to some extent, less attrac¬ 
tive in certain lines of production, more 
attention may be paid to a spatial dis¬ 
tribution of development, with investment 
and subsidies directed towards the less 
developed areas. Foreign investment, 
however, in selected fields will continue 
to play a vital role in the Indonesian 
planning. 
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TRADE 

WINDS 


Allocation of Business 

According to the Allocation 
of Business order dated Feb. 7, 
1973, the union Ministries of 
Foreign Trade, Industrial Deve¬ 
lopment and Steel and Mines 
will be re-organised as follows: 

Ministry of Commerce : This 
new Ministry will deal with all 
subjects at present assigned to 
the Ministry of Foreign 
Trade excluding the following : 
(i) Coir Industry; (ii) Seri¬ 
culture ; (iii) National Tex¬ 
tile Corporation, which will 
be transferred to the Ministry 
of Industrial Development. In 
addition, the Department of 
Internal Trade of the Ministry 
of Industrial Development will 
be transferred to this new 
Ministry 

Ministry of Heavy Industries; 
The following industries dealt 
with by the Ministry of 
Industrial Development will 
be transferred to the new 
Ministry of Heavy Indus¬ 
tries (i) Manufacture of heavy 
engineering equipment for all 
industries, (ii) Heavy electrical 
engineering industries, (iii) Ma¬ 
chinery industries including 
machine tools and steel ma¬ 
nufactures. (iv) Auto indus¬ 
tries, including tractors, earth- 
moving equipment and diesel 
engines. 

The following public sector 
undertakings are also to be 
transferred to the Ministry of 
Heavy Industries from the De¬ 
partment of Steel in the Minis¬ 
try of Steel and Mines : 
(i) Heavy Engineering Cor¬ 
poration, Ranchi; (ii) Mining 
and Allied Machinery Corpo¬ 
ration, Durgapur; (iii) Triveni 
Structural, Allahabad, (iv) 
Tungabhadra Steel Products Li¬ 
mited; (v) Bharat Heavy Plat¬ 
es and Vessels; (vi) Engineer¬ 
ing Projects (India) Limited. 

Ministry of Industrial Deve¬ 


lopment : This Ministry will 
be in charge of all items of 
work at present dealt by it 
excluding those transferred 
to the Ministry of Commerce 
and the Ministry of Heavy In¬ 
dustries as indicated above. 

Ministry of Steel and Mines: 
This Ministry will remain res¬ 
ponsible for all items of work 
as at present except those 
transferred to the Ministry of 
Heavy Industries as stated 
above. 

The other changes in the 
allocation of business to the 
various Ministries / Depart¬ 
ments will be as follows : 

(i) The Department of Sta¬ 
tistics will form part of the 
Ministry of Planning; (ii) The 
Directorate of Manpower will 
transferred to the Planning 
Commission; (iii) Matters re¬ 
lating to creation of a pool for 
temporary placement of Indian 
Scientists and Technologists 
returning from abroad will be 
transferred to the Department 
of Science and Technology; (iv) 
The Department of Adminis¬ 
trative Reforms will be trans¬ 
ferred to the Department of 
Personnel, which will be re¬ 
named as Department of Per¬ 
sonnel and Administrative Re¬ 
forms; (v) Matters relating to 
Scheduled Castes, Scheduled 
Tribes denotified, nomadic 
and semi-nomadic tribes 
and other Backward Classes 
will be transferred to the 
Ministry of Home Affairs, 
where they will be dealt with¬ 
in the National Integration 
Division; (vi) Matters relating 
to local self-government, water 
supply,, and sewage and drain¬ 
age will be transferred to the 
Ministry of Works and Hous¬ 
ing. 

The full text of the February 
7 notification, giving effect to 
the above changes is published 


in the Records and Statistics 
section of this issue. 

Incentives for Indian 
Investors 

Efforts arc being made to 
attract non-residents of Indian 
origin to set up industries in 
Tndia with facilities for imports 
of machinery and raw' materials 
up to specified limits. The 
Indian Investment Centre, New 
Delhi, through its branches 
abroad is trying to apprise 
young entrepreneurs, engi¬ 
neers and technicians of the 
policies and procedures for 
setting up small and medium 
units in India. A special cell 
has been created in the office 
of the Chief Controller of Im¬ 
ports and Exports for expedi¬ 
tious disposal of applications 
from entrepreneurs for imports 
and customs clearance permits. 
The facilities already announc¬ 
ed provide for import of 
machinery up to CIF value of 
Rs 5 lakhs and raw materials 
of the non-resident Indians 
abroad. For technologically 
oriented industries facilities 
would be extended for the 
establishments of mcdium-scalc 
units involving investments 
upto Rs 25 lakhs. The govern¬ 
ment had decided to extend 
concessions for setting up in¬ 
dustries with investments bet¬ 
ween Rs 5 lakhs and 25 lakhs 
subject to certain conditions. 

The Indian Investment Cen¬ 
tre has so far forwarded 12 
applications for import of 
machinery and raw materials 
to the Chief Controller of 
Imports and Exports. 

French Credit 

France has agreed to extend 
credit totalling Rs 33.56 crores 
to India for 1973-74. The total 
French assistance has thus in¬ 
creased from Rs26.3l crores 
in 1972-73 to Rs 33.56 crores. 
The agreement provides for Rs 
16.35 caorcs for projects, Rs 
9.24 crores for non-projects 
and Rs 7.96 crores for special 
projects. As in 1972-73, France 
has again committed its deve¬ 
lopment assitance to India in 
advance of the beginning of 
next financial year. 

IDA Loan to India 

The International Develop¬ 
ment Association (IDA), an 


affiliate of the World Bank, 
has announced a $ 58 million 
(Rs 42.34 crores) credit for 
fertiliser production in India. 
The credit, third from the IDA, 
will help expand the capacity 
of the Nangal unit of the Ferti¬ 
liser Corporation of India 
(FC1), the largest producer of 
fertilisers in the country. When 
completed in late 1975, the 

DOLLAR DEVALUED 

In a bid to stem a 
global currency crisis, the 
Nixon Administration has 
devalued the dollar by 10 
per cent. This devaluation im¬ 
plies that the official price 
of gold now is $ 42.22 an 
ounce—up from S 38. 

The Administration has 
also clarified that the pre¬ 
sent devaluation — second 
during the last 14 months — 
at best is a temporary solu¬ 
tion to the US problems. 
This should mean that some 
other fiscal measures would 
follow soon. 

Simultaneously with the 
devaluation of the dollar, 
the Japanese yen has been 
floated. The market forces 
are expected to result in a 
bigger change in the yen-dol- 
lar parity, as the yen is ex¬ 
pected to float upwards. 

The government of In¬ 
dia's reaction to the US 
move was not available till 
the time of going to the press. 

In deciding about the new 
exchange rate of the rupee, 
the union government is ex¬ 
pected to take into account 
the new dollar-stcrling parity, 
since the rupee at present is 
linked , to the sterling. 

The devaluation of die 
dollar, of course, has a direct 
bearing on our country, not 
only because nearly a third 
of our foreign exchange re¬ 
serves are in dollars and a 
sizeable portion of our foreign 
trade is with the dollar area, 
but also owing to the fact 
that the United States is 
our largest creditor by vir¬ 
tue of having extended to 
us massive aid till the recent 
past. 

(See also E.B. Brook’s 
article in the Window on the 
World section of this issue). 
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$ 106 million (Rs 77.38 crores) 
project will enable the Nangal 
plant to produce an additional 
152,000 tons per year of nitro¬ 
gen in the form of urea. The 
plant has at present an annual 
capacity of 80,000 tons per 
year of nitrogen in the form of 
calciam ammonium nitrate. 

Rubber Testing Plant 

The Soviet Union has agre¬ 
ed to assist India in the setting 
up of a “pilot station” for 
testing rubber materials and 
has also agreed to receive 
Indian teams for the study of 
building construction, and 
high precision machine tools. 
With this, the scientific colla¬ 
boration between the two 
countries has crossed another 
milestone since the signing of 
the Indo-Sovict science pact 
in Moscow on October, 1972. 
Testing of rubber articles in 
tropical conditions, production 
of tyre and tyre research arc 
among the 20 areas in which 
India has sought collaboration 
with the Soviet Union. 

Indo-Greek Trade Pact 

India and Greece concluded 
a new Trade Agreement in 
New Delhi on January 31, 
providing for the grant of 
maximum possible facilities, 
measures within their respec¬ 
tive laws and regulations to 
promote trade between the two 
countries. The agreement is 
in consonance with the GATT 
provisions stipulating trade in 
freely convertible currency and 
grant of most-favoured-nation 
treatment in matters such as 
payments, remittances, transfer 
of funds, operation of com¬ 
mercial establishments, ship¬ 
ping, etc. Attached to the 
Agreement are two indicative 
lists i.e. a list of 69 items 
available for export from India 
to Greece and a list of 44 
items available for export 
from Greece to India. It has 
been decided that there shall 
be annual consultations bet¬ 
ween the two governments to 
identify ways and means of 
deepening and widening 
economic and commercial 
relations between the two 
countries. The commercial ex¬ 
changes between the two count¬ 
ries were about Rs 1.5 crores 
during 1971-72, the products 
of exports to Greece from 


India mainly being handtools, 
machinery and appliances 
(non-electrical), jute manufac¬ 
tures, while the imports from 
Greece were mainly gum, resin 
and lac. 

Pact with Hungary 

Indian and Hungarian Scien¬ 
tists have identified for mutual 
collaboration areas in peace¬ 
ful uses of atomic energy. 
The areas among others, were 
nuclear physics, solid state 
physics, radioisotopes and 
their applications, reactor 
physics, nuclear plant engineer¬ 
ing, food preservation by 
irradiation and radiation 
chemistry. These were identi¬ 
fied at a discussion between 
Hungarian and Indian delega¬ 
tions. Both sides have also 
agreed to assist each other in 
the location and procurement 
of special equipment, materials 
and other items of supply 
needed for their respective 
programmes. 

Jakarta Fair 

| India will participate in the 
International Fair to be held 
at Jakarta (Indonesia) from 
June 16 to July 28, 1973. The 
Indian pavilion in the Fair 
will have 11 sections including 
heavy engineering goods, light 
engineering goods, building 


material and hardware, coir 
and jute manufactures and 
floor coverings, textiles, con¬ 
sumer items, chemicals and 
drugs, agricultural products, 
handicrafts, raw materials and 
semi-finished goods, and 
books, publications etc. Manu¬ 
facturers and exporters, who 
intend to participate in the 
Fair, arc required to send 
their lists of exhibits through 
Export Promotion Councils or 
Commodity Boards to the 
Ministry of Commerce, latest 
by February 28, 1973. 

Indian Exhibition in 
Singapore 

The government of India 
has decided to hold an exclu¬ 
sive Indian Exhibition in 
Singapore from June 1 to 14, 
1973. The exhibition will have 
ten sections including machi¬ 
nery and light engineering 
goods, agricultural-oriented 
machinery and other engineer¬ 
ing items, electrical appliances 
and house-hold utility articles, 
consumer goods, textiles, 
handicrafts, chemicals and 
pharmaceuticals, food pro¬ 
ducts, semi-finished goods and 
books and publications. 
Manufacturers and exporter, 
who intend to participate in 
the exhibition, are required 
to send their list of exhibits to 


the v Ministry of Commerce 
latest By February 28,1973. 

Eight AIR Centres to 
be Upgraded 

The Ministry of Informa¬ 
tion and Broadcasting has 
decided to step up radio pro¬ 
grammes from 20 auxiliary 
stations by increasing the 
transimission time and also 
producing a 90 minute pro¬ 
gramme from each of these 
stations. These auxiliary cen¬ 
tres spread all over the coun¬ 
try are attached to 11 mother 
stations whose programmes 
they relay for the benefit of 
neighbouring areas. During 
the fifth Plan as many as eight 
auxiliary centres would be up¬ 
graded to full fledged stations, 
while 12 stations arc expected 
to function as programme 
originating centres in the 
current Plan. The auxiliary 
stations to be upgraded during 
the fifth Plan arc : Jabalpur, 
Cuddapah, Bhadravati, Sangli, 
Gulbarga, Tirunelveli, Prabha- 
ni and Bhagalpur. Those 
auxiliary stations either up¬ 
graded or yet to be upgraded 
in the fourth Plan are : Sili- 
guri, Raipur, Gwalior, Visha- 
khapatnam, Agartala, Coim¬ 
batore, Rampur, Varanasi, 
Bikaner, Jeypore, Sambalpur 
and Udaipur. These auxiliary 
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centres for the relay of pro¬ 
grammes were set up in the 
first two Plan periods in order 
to extend the medium wave 
service of All India Radio to 
the interior of the country. 

Record Smalt Savings 

Small savings collections in 
the current financial year are 
expected to reach Rs 300 
crores as against the target of 
Rs 275 crores. In the first 
nine months (April-Dccember), 
the net collections were Rs 215 
crores. West Bengal tops the 
list with Rs 35.75 crores, 
Maharashtra was second with 
Rs 25.57 crores and UP third 
with Rs 21 crores. The fourth 
Plan target for small savings 
was initially fixed at Rs 769 
crores but in view of the 
buoyancy in collections, it was 
raised to Rs 1,000 crores. The 
collections have shown a pro¬ 
gressive increase since the 
beginning of the fourth Plan. 
As against Rs 126 crores in 
1969-70, the collections amoun¬ 
ted to Rs 188 crops in 1970- 
71 and Rs 226 crores in 1971- 
72. If the current tempo of 
around Rs 300 crores per year 
is maintained, the total collec¬ 
tions over the fourth Plan 
period arc expected to be subs¬ 
tantially higher than Rs 1100 
crores, i.e. more than even the 
revised target. 

TV to Cover Half of 
Population 

About 50 per cent of the 
population will be within the 
range of television transmission 
by the end of the fifth Plan 
period. To achieve this objec¬ 
tive, the union government has 
undertaken an ambitious TV 
expansion programme in two 
phases, at an estimated cost of 
Rs 112 crores. The first phase, 
through 1974, includes the 
upgrading of the New Delhi 
TV station, and the construc¬ 
tion of six additional ‘‘mother” 
stations at Bombay, Srinagar, 
Madras, Lucknow, Calcutta 
and Jullundur and relay sta¬ 
tions at Mussoorie, Poona, 
Kanpur, Asansol, Amritsar, 
Bhatinda and Chandigarh. 
Bombay and Srinagar stations 
have already been commission¬ 
ed. The total cost of the first 
phase of expansion plant will 
be about Rs 25 crores. When 
this phase is completed TV 
will cover 10 per cent of the 


area and about 17 per cent of 
the population. The second 
phase, scheduled to run 
through the fifth Plan, calls 
for expenditure on five major 
projects—the construction of 
TV stations in II state capitals, 
associated relay stations, out¬ 
side broadcast vans, augmen¬ 
tation of existing stations, and 
the completion of permanent 
TV headquarters facilities in 
Delhi. When phase two of the 
plan is carried out, it will be 
possible to provide coverage to 
about 32 per cent of the area 
and 36 per cent of the popula¬ 
tion in addition to that already 
covered in the first phase. This 
includes a substantial part of 
the country's rural population 
as well as the major urban 
areas. About 40 per cent of 
the rural population will be 
within the range of TV trans¬ 
mission. 

World Steel 
Production 

World raw steel production 
reached a record figure of 
628.1 million tonnes during 
1972 according to preliminary 
figures complied by the Inter¬ 
nationa] Iron and Steel Insti¬ 
tute. This compares with 
582 million tonnes in 1971 
•ind 595.4 million tonnes in 
1970. With the notable excep¬ 
tion of the United Kingdom, 
the F ederal Republic of Ger¬ 
many, Sweden and the USA, 
most countries of the world 
surpassed their previous figures 
of raw steel production of the 
1972 world total, the 24-mem¬ 
ber countries of the 11ST pro¬ 
duced 423.11 million tonnes, 
marking an increase of 9.4 
percent over the 1971 figure 
of 386.80 million tonnes. The 
December, 1972 production 
figure of 37.81 million tonnes 
showed a rise of 25.6 per cent 
over the December, 1971 total 
of 30.10 million tonnes. The 
Institute foresees a high level 
of world raw steel production 
in the next few months and 
estimates the 1973 demand to 
be between 660 and 670 
million tonnes. 

Companies in the 
News 

Dunlop tops in Exports 

Dunlop India has once 
again emerged as the biggest 
exporter of tyres from India 


during 1972. Exporting to 79 
countries in the face of severe 
internat ional competi t ion, 

Dunlop India's export earn¬ 
ings crossed Rs 3.22 crores. 
Five new countries--Bangla¬ 
desh, Bulgaria, France, Oman 
and Mozambique—were added 
to the Dunlop export list for 
the first time in 1972. Among¬ 
st the products exported were 
a variety of automotive tyres, 
including tyres for aeroplanes; 
cycle tyres and tubes; cycle 
rims; and industrial producers. 
Dunlop India is the only tyre 
company in India to have 
developed a special range of 
products exclusively for the 
export markets, particularly 
for the sophisticated USA 
market. As an export house, 
Dunlop India exported to the 
UK a variety of sports goods 
manufactured by small scale 
manufacturers in India, and 
bicycle components to a large 
number of countries all over 
the world. The company 
continued to participate active¬ 
ly in the elforts made by the 
government to boost exports. 
As part of a concerted export 
promotion drive. 

PEC bags Indonesian Order 

The Projects and Equipment 
Corporation has won a global 
tender against stiff competition 
from advanced countries such 
as West Germany and Japan 
for the supply of low tension 
switch gears to Indonesia 
valued at Rs 15 lakhs. Accord¬ 
ing to an agreement signed by 
PEC with Indonesian autho¬ 
rities exports of these electrical 
fuse gears are to he completed 
by September this year. The 
corporation has also quoted 
for the setting up of three tex¬ 
tile mills in Turkey and 
are hopeful of getting 
orders for at least one unit. 
Besides, project profiles have 
been supplied to Brazil and 
Peru costing between Rs 16 to 
28 crores for a couple of pro¬ 
jects. These relate to heavy 
engineering and electrical com¬ 
plexes plate vessels and block 
tube plants. The corporation 
is currently having detailed dis- 
cussious on these projects. 

NGEF to enter New Field 

The new government electric, 
factory ( NGEF) is entering into 
sophisticated fields of engi¬ 
neering and technology with 


the signing of an agreement 
with AEG-Telefunken of West 
Germany. The West German 
firm would co-opcrate with 
NGEF in the fields of semi¬ 
conductors, power electronics 
and system engineering. Nego¬ 
tiations were also in an advan¬ 
ced stage in respect of other 
products and systems. 

Mr T. Shamanna, chairman 
and Mr M. Sachidananda 
Murthy, managing director of 
NGEF said, it would help 
them to undertake turnkey jobs 
in such diverse fileds as mining, 
harbour development, steel 
mills, refineries, fertilisers, 
electrolysis, furnaces, rubber 
plants and railway electrifica¬ 
tion. 

Hoist for USSR 

The first shipment of totally 
Indian-made clectro-machani- 
cal hoists worth Rs 50 lakhs 
will he leaving Calcutta shortly 
for the USSR, Mr K. Mookcr- 
jee managing director of Teca- 
lemit (Hind) Ltd, said that 
orders from the USSR for 
other sophisticated garage 
equipment included car brake 
testers, wheel balancers, quick 
tyre changers, car washers 
and transportable servicing 
units. The orders were won 
against stifT international com¬ 
petition. 

Tecalemit manufactures a 
complete range of garage servic¬ 
ing equipment, industrial lubri¬ 
cation equipment for light and 
heavv industries, nylon tubing 
for fuel, air and lube lines, 
high pressure nylon hoses and 
filters. The company saved 
over Rs 54 lakhs in foreign 
exchange by import substitu¬ 
tion. The company is expect¬ 
ing sizable orders soon from 
Czechoslovakia for electro¬ 
mechanical hoist. 

Coca-Cola to Nicosia 

On January 29, the Coca- 
Cola Export Corporation, 
New Delhi, chartered an entire 
Air-India Boeing for the ex¬ 
port of 2,000 units of Coca- 
Cola concentrate weighing 
28.2 tons a shipment valued 
at approximately Rs 10 lakhs 
to the Coca.Cola Bottling Plant 
in Nicosia. Similar exports of 
concentrate arc being made to 
Denmark, Nigeria, Ethiopia, 
Djibouti, Bangla Desh, Ceylon 
and Malaysia. In 1972 this 
export has Rs 130 lakhs only. 
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In addition, the Coca-Cola Ex¬ 
port Corporation has in con¬ 
junction with their interna¬ 
tional associates developed a 
market for various fruit beve¬ 
rage bases. It is estimated 
that during the year 1973 
Mango beverage-base worth 
Rs 25 lakhs would be export¬ 
ed to the USA. 

Indian Telephone Industries 

Indian Telephone Indus¬ 
tries (ITI). exported tele¬ 
phonic equipment, parts and 
accessories to the tune of 
about Rs*3 million in 1971-72. 
During the first nine month 
of 1972-73 (April-December, 
1972), its exports reached a 
level of Rs 2.24 million. The 
products of ITI now reach 
about 40 countries of the 
world. The company’s export 
target for the current financial 
year, 1972-73, has been placed 
at Rs 5.00 million. The range 
of production of ITI includes 
exchange equipment, telephone 
instruments, transmission 
equipment and equipment for 
satellite communication sys¬ 
tems. HTs telephone produc¬ 
tion capacity of 250,000 lines 
is divided into 150,000 lines of 
strowger type and 100,000 lines 
of crossbar type. During the 
fifth five-year Plan, the firm is 
expected to produce over 1.5 
million lines. The firm is now 
gearing up to produce the 
equipment to meet the exact¬ 
ing specifications of foreign 
buyers. It has designed and 
supplied the multiplex equip¬ 
ment to link India's first earth 
station for satellite communi¬ 
cation set up at Arvi in Maha¬ 
rashtra with the switching 
centre at Bombay. 

Rural Electrification 
Corporation 

Loans totalling Rs 9.8 erores 
have been sanctioned by the 
Rural Electrification Corpora¬ 
tion for 22 more projects to 
extend electricity for deve¬ 
lopmental purposes to 2,064 
villages in 13 states. Of the 
projects sanctioned by the 
Board of Directors of the 
Corporation on January 29, 
seven will specifically benefit 
the backward areas in the 
country and four are for 
specially under developed hill 
areas of Himachal Pradesh 


and Jammu and Kashmir and 
a tribal area in Singbhum 
(Bihar). When the projects are 
completed, they will help ener¬ 
gise more than 16,900 irriga- 
tional pumpsets, provide 
power to 3,269 small-scale 
and agro-based industries and 
make available about 87,000 
domestic and commercial 
connections, including street 
lights. With these sanctions 
the number of REC assist¬ 
ed projects in the states will 
rise to 371, including 5 Rural 
Electric co-operatives. For 
these projects, loan assistance 
of over Rs 209 crorcs has 
been sanctioned so far. Be¬ 
sides, 27 special projects to 
provide street lights in Harijan 
Bastis adjoining electrified 
villages are also receiving 
assistance from the Corpora¬ 
tion. These projects cover 
38,000 villages all over the 
country energising over 
4,20,000 pumps and supplying 
power to 68,000 small-scale 
and agro-based industries. 

In Brief 

The world’s main trading 
nations accepted a Japanese 
invitation to launch the next 
round of trade liberalisation 
talks with a ministerial con¬ 
ference in Tokyo on Septem¬ 
ber 12-14. 

China will send a delegation 
to the 28th general meeting 
of ECAFE to be held in 
Tokyo in April. It will he the 
first ECAFE meeting China 
will be attending. 

Britain has announced the 
recognition of German Demo¬ 
cratic Republic. The French 
Ministry of Foreign Affairs 
also announced that agree¬ 
ment had been reached with 
East Germany for the establish¬ 
ment of diplomatic relations 
on the ambassadorial level. 

Ethiopin Airlines will start 
from February 21, a weekly 
service from Bombay to 
Shanghai. The Airline ho¬ 
pes to extend the service to 
Peking in April. 

The Finance Commission 
will submit its report to the 
union government by the end 
of October next. 

The Tamil Nadu Minister for 
Electricity, Mr O. P. Raman, 


announced in the State Assem¬ 
bly, that all private electrical 
undertakings in the 9tate would 
be taken over by the govern¬ 
ment before the end of this 
year. 

Trogir Shipyard of Yugo¬ 
slavia will be building three 
product carriers of 24,500 dwt 
each for the Shipping Corpo¬ 
ration of India under agree¬ 
ment signed between the two 
iirms. 

A new co-operative society 
on the lines of the Indian 
Farmers Fertiliser Co-opera¬ 
tive Ltd (1FFCO) is proposed 
to be set up to take up two 
fertilizer projects, one each in 
UP and Punjab. 

The South India Millow- 
ners’ Association has decided 
to hand over the entire sup¬ 
plies of ‘free’ yarn (what is 
left after internal consumption 
by composite units, exports 
and yarn delivered under the 
existing voluntary schemes) to 
the government at prices to be 
decided mutually. The indus¬ 
try’s move is designed to ward 
off the threat of statutry con¬ 
trol over cotton prices in res¬ 
ponse to complaints from 
weavers in decentralised sector. 

The MMTC signed a con¬ 
tract for the import of one 
lakhs tonnes of urea from 
Bulgaria. 

India will supply GDR 
3500 tonnes of mica between 
1973 and 1975. 

Awards 

M/s Idachem Industries Pvt. 
Ltd, has been awarded “import 
substitution award” for 1973 
for developing edible food 
colours, independently without 
collaboration by Invention Pro¬ 
motion Board, of the govern¬ 
ment of India. 

Jyoti Ltd, Baroda, one of 
India’s leading engineering 
units, has won the Republic 
Day award of the Inventions 
Promotion Board for its pione¬ 
ering work in the field of 
import substitution. The com¬ 
pany has received a Shield for 
the development and manufac¬ 
ture of “Arno Converter”. 
Arno Converter is a rotating 
machine for converting single 
phase supply to three phase 


supply for use on AC electric 
locomotives. 

Names in the News 

Mr Viuay K. Shah, Manag¬ 
ing Director, Baroda Rayon 
Corporation Limited, has been 
appointed a Director of Expo¬ 
rt Credit and Guarantee Cor¬ 
poration Limited. The other 
directors of the ECGC are: 
M/s B. Nehru, Director, Tata 
Exports, Sanjoy Sen of Sen 
Raleigh Ltd, Raunaq Singh, 
Chairman of the Federation of 
India Export Organisations, 
S. Shukla, Director, STC, 
R. Thaltur, Chartered Accoun¬ 
tant and K. Eswaran of Sasson 
Eng. Co. Ltd. 

Mr Vasantrao S. Dempo has 
been elected President of the 
Goa Chamber of Commerce 
and Industry. Mr Dempo is 
also President of the Goa 
Mineral Ore Exporters Asso¬ 
ciation. 

Mr T. S. Nagarajan, at 
present Sales and Marketing 
Director of Brooke Bond India 
Limited, shall join on May 1, 
Pressure Cookers and Ap¬ 
pliances Private Limited as 
Managing Director. With 
effect from the same date, the 
present Managing Director of 
Pressure Cookers and Applian¬ 
ces, Mr Brahm Vasudeva, shall 
move to the position of Vice- 
Chairman. The founder of 
Pressure Cookers and Ap¬ 
pliances, Mr H. D. Vasudeva, 
continues as its Chairman. 

Mr Jagdish Parikh, ITP 
(Harvard), has been appoint¬ 
ed a member of the Board 
of Governors of Asian Ins¬ 
titute of Management, Manila, 
Philippines. It is the first time 
that India has been represent¬ 
ed on its Board in addition to 
Hongkong, Indonesia, Japan, 
Malaysia, Philippines, Singa¬ 
pore, Taiwan and Thailand. 
AIM is one of the foremost 
management institutes in Asia 
offering two year Postgraduate 
Masters Degree Course in Busi¬ 
ness Management as well as 
short-term Management Deve¬ 
lopment Programmes. Mr 
Parikh is a visiting Professor at 
theJ.B. Institute of Manage¬ 
ment, Bombay University in 
addition to being an active 
Director of Travel Corpora¬ 
tion (India) Pvt. Ltd, Lee & 
Muirhead (India) Pvt. Ltd, 
and Printwcll. 
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COMPANY 

AFFAIRS 


Sakthi Sugars 

Sakthi Sugars Ltd of Tamil- 
nadu has received a licence to 
expand its capacity from 2500 
tonnes to 4000 tonnes per day. 
Announcing this at Madras 
recently, Mr N. Mahalingam, 
Chairman of the Company 
said that this expansion which 
would cost Rs 2.5 crores and 
when completed the Sakhti 
Sugar factory, he claimed, will 
be the biggest single sugar 
producing unit in the country. 
Orders for machinery worth 
about Rs 1.25 crores had al¬ 
ready been placed with Val- 
chand Industries. The entire 
installation is expected to be 
completed by December 1973 
and production is expected to 
commence thereafter. The 
company is not raising addi¬ 
tional capital at the present 
although this expansion would 
cost Rs 2.5 crores. The com¬ 
pany has its own substantial 
reserves and, apart from secur¬ 
ing Rs 60 lakhs from the 
Industrial Finance Corpora¬ 
tion, the balance financial 
requirements will be met from 
commercial banks. Sakthi 
Sugars hopes to crush as much 
as seven lakhs tonnes for the 
sugar year ending June 
1973. This would go up 
further between 9 and 10 
lakhs tonnes for the sugar 
^ear 1973-74. This high 
rate of crushing had been 
possible since the factory was 
able to work for 10 months in 
the year with an average 
recovery of 9.5 per cent. It 
is significant to note that the 
entire molasses of the factory 
are being utilised for the 
manufacture of 9000 gallons 
of industrial alcohol per day. 
This apart, the entire bagasse 
of Sakthi Sugars is also being 
used for firing its own boilers 
which helped the factory to 
generate its requirements of 
power with its own 3750 KW 
generator. Hence the com¬ 


pany would not be affected by 
any power cut in the state 
either now or in the future. 
All the preliminary arrange¬ 
ments had been completed for 
the setting up of a new sugar 
factory at Mandya in Mysore 
state with an initial crushing 
capacity of 1200 tonnes. This 
new unit, Chamundeeswari 
Sugars Ltd., will be in the 
capital market with its public 
is^ue by the end of this month. 
This new unit is expected to 
start production bv December 
1973. The company has 
applied for a further licence to 
start yet another sugar factory 
in the delta district of Tanjore. 

Larsen & Toubro 

The first brewery in Orissa 
state to be located at Paradip 
Port will be set up, on a turn¬ 
key basis, by Larsen & Tou¬ 
bro Limited (L &T) for East 
Coast Breweries and Distille¬ 
ries Ltd (ECBD), Cuttack. 
The brewery will have a capa¬ 
city to manufacture 50,000 
hecto litres of beer per year. 
Dr H. P. Misra, Managing 
Director of the Industrial 
Development Corporation of 
Orissa Ltd—which has a subs¬ 
tantial shareholding in ECBD 
—is the company’s Chairman. 
The brewery’s chief promoter, 
Mr N. K. Mohapatra of 
Cuttack, is the .Managing 
Director of ECBD. The bre¬ 
wery at Paradip Port will have 
the most advanced brewhouse 
which will be manufactured by 
L&T to the design of Anton 
Steinecker of West Germany. 
Steinecker designs ensure 
higher productivity of the 
brewhouse and reduced costs 
on buildings than in the case 
of conventional designs. To 
ensure high sanitary condi¬ 
tions, all fermentation and 
storage tanks of the brewery 
will be made of stainless steel. 
L&T has considerable expe¬ 
rience in the design, engineer¬ 


ing, manufacture and supply 
of complete breweries. It is 
currently executing plants, on 
a turnkey basis, for Skol 
Breweries Limited at Uran, 
Maharashtra and for Mysore 
Breweries Limited at Banga¬ 
lore. 

Camphor and Allied 
Products 

At the meeting held on 
February 7, the Board of 
Directors of Camphor and 
and Allied Products Ltd., has 
decided that, subject to the 
consent of the Controller of 
Capital Issues and the share¬ 
holders, a sum of Rs 30 lakhs 
he capitalised by issue of 
30,000 equity shares of Rs 
100 each fully paid-up to the 
shareholders in the ratio of 
one Bonus Share for existing 
two equity shares. It has also 
been decided to obtain the 
necessary resolutions from the 
shareholders for classification 
of 10,000,9.23 per cent cumu¬ 
lative redeemable preference 
shares of Rs 100, amounting 
to Rs 10,03,000 as unclassi¬ 
fied shares, as the said prefer¬ 
ence shares arc already 
redeemed by the company 
and 30,000 unclassified shares 
be classified as equity shares 
and to carry out the necessary 
amendments in the Articles of 
Association of the company. 

Kothari (Madras) 

Kothari (Madras) Ltd has 
under consideration a wide 
range of projects, one or more 
of which arc likely to be im¬ 
plemented after receiving the 
necessary sanctions from the 
authorities concerned. The pro¬ 
gramme includes the manufac¬ 
ture of castic soda, wrist watch¬ 
es, automotive batteries, train 
lighting cells, nickel cadmium 
cells, electrolytic capacitors, 
trimmers, tantalum solid pellet 
and foil type capacitors, and 


fabrication of PVC products. 
The advantage of these diversi¬ 
fication and expansion will be 
that the earning potential of 
the company which at present 
is around Rs one crore will in 
the next few years go up to Rs 
three crores. When one or 
more of the new projects are 
implemented, diversified manu¬ 
facture will result in substan¬ 
tial increase in profit for the 
company. The shareholders 
too will be rewarded with 
handsome dividends in the next 
few years. 

The company was incorprat- 
ed in July 1970 with the object 
of taking over the entire un¬ 
dertakings and assets and liabi¬ 
lities of Blue Mountain Estates 
and Industries Ltd., Waterfall 
Estates Ltd, Balmadies Planta¬ 
tions Ltd, Kothari Textiles 
Ltd, and Adoni Spinning and 
Weaving Company Ltd. The 
year ended August 31, 1972 
happens to be the*first year after 
the scheme of amalgamation 
has been given effect to and the 
combined operations of the va¬ 
rious units have been reflected 
in the accounts of the company. 
The company’s working during 
1971-72 has resulted in a gross 
profit of Rs 55.78 lakhs. After 
some adjustments the company 
is left with a disposable surplus 
of Rs 58.28 lakhs, out of which 
the directors have appropriated 
a sum of Rs 37.42 lakhs to 
depreciation, Rs 5.95 lakhs 
to development rebate re¬ 
serve, Rs 6.58 lakhs to general 
reserve and Rs 8.31 lakhs to¬ 
wards debits pertaining to 
previous years. An interim 
dividened of 9.3 per cent on 
preference shares for the period 
April I, 1971 to March 31. 1972 
and an interim dividend of 10 
per cent on equity shares, 
amounting in the aggregate to 
Rs 23.93 lakhs had been paid 
in June 1972 for the year ended 
August 31, 1972 out of the 
general reserve. The directors 
have now recommended pay¬ 
ment of final dividend of 9.3 
per cent on preference shares 
for the period from April 1, 
1972 to August 31, 1972. It 
will absorb Rs 69,750. The 
final dividend of 10 per cent 
on equity shares will claim 
Rs 22.26 lakhs. It is noteworthy 
that with the final payment 
of 10 per cent on equity 
shares, the total equity 
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dividend ibr the year under 
review is as high as 20 per 
cent This higher dividend 
is being recommended as the 
amalgamating companies could 
not pay dividend for the last 
two years, because the matter 
regarding the approval of the 
schemes of amalgamation was 
pending in the court. 

In the current year, the per¬ 
formance of the plantation 
division is to be viewed in re¬ 
lation to the prevailing power 
cut in Tamil Nadu which is 
likely to continue until the next 
monsoon..Steps have, however, 
been taken to install genera¬ 
tors. The overall tea crop is 
expected to be significantly 
higher than in the preceding 
year. The coffee corp will 
be about the same as in the 
previous year. The textile 
units have made good profits 
during the first three months of 
the current year as a result of 
diversification of production in 
all the three mills and the 
modernisation in Mill No 1 at 
Coimbatore The results 
here loo would have been more 
encouraging had there not 
been a power cut of 25 per 
cent which is still continuing 
both in Tamil Nadu and An¬ 
dhra Pradesh. Barring unfore¬ 
seen developments in the yarn 
and cloth trade or steep rise 
in cotton prices or sharp in¬ 
crease in power cut, the tex¬ 
tiles division should show 
substantially better results in 
the current year. 

Fit Tight Nuts and 
Bolts 

Fit Tight Nuts and Bolts has 
reported impressive improve¬ 
ments in working results during 
the year ended September 30, 
1972 with sales and profit re¬ 
cording appreciable increases 
over the preceding year. Sales 
advanced from Rs 3.42 crores 
to Rs 3.61 crores while gross 
profit moved up sharply 
to Rs 57.67 lakhs from Rs 
53.70 lakhs in 1970-71. The 
equity dividend, as is to be 
expected, has also been stepped 
up from 18 per cent to 19 per 
cent. It is estimated that 40 
per cent of the dividend will 
be tax-free in the hands of the 
shareholders. Out of the gross 
profit the directors have 
earmarked a sum of Rs 24.72 


lakhs to depreciation reserve 
Rs 4.70 lakhs to development 
rebate reserve and Rs 8.50 
lakhs to taxation as against R$ 
24.52 lakhs, Rs 2.85 lakhs and 
Rs 6 lakhs provided respecti¬ 
vely in 1970-71. This leaves 
a net profit of Rs 19.75 lakhs 
as compared to Rs 20.33 lakhs 
in 1970-71. After adjust¬ 
ments an amount of Rs 21.45 
lakhs was transferred to gene¬ 
ral reserve as against R$ 20.77 
lakhs in the previous year. The 
encouraging working results, 
it is significant to note, have 
been achieved despite several 
adverse factors such as rising, 
cost of raw materials, higher 
rate of import duty and en¬ 
hanced wage bill. The com¬ 
pany has finalised plans for 
shifting its plant from Andhcri 
to Kandivli where suitable 
land has been purchased. The 
management hopes to shift 
plant within the next 18 
months. The company will 
then be able to reorganise its 
manufacturing activities on a 
larger scale resulting in higher 
efficiency and economy. 

Perfect Tractors 

The first batch of the Ha- 
nomag tractors the popular 
West German model - is ex¬ 
pected to roll out of the assem¬ 
bly lines within the next three 
months. The factory for manu¬ 
facturing this tractor has been 
set up in Patiala by Perfect 
Tractors in collaboration with 
Messrs Rhcinstahl Hanomag, 
Hannover of West Germany. 
It has capacity for producing 
5,000 tractors annually. The 
Hanomag Perfect 400E tractor 
will be of 32/34 h.p. capacity 
and 50 per cent of its com¬ 
ponents, including the engine, 
would be from the indigenous 
sources. The tractor has al¬ 
ready completed all major 
tests satisfactorily at the cen¬ 
tral government's Tractor 
Training and Testing Station 
at Budni. The company has 
acquired land for the extension 
of their manufacturing pro¬ 
gramme at Bahadurgarh. 
Under the programme, trans¬ 
mission gears, shafts and hous¬ 
ing castings of the tractor 
would be manufactured. 

TWA 

Trans World Airlines (TWA) 
continued in 1972 its .pro¬ 


grammed cost control^ service 
improvement, marketing in¬ 
novation aud increased pro¬ 
ductivity. Combined with in¬ 
creased growth in passenger 
and cargo air traffic and a new 
domestic passenger fare in¬ 
crease these programmes re¬ 
sulted in a sharply improved 
financial position. TWA re¬ 
ported a 47.5 million dollars 
(approximately Rs 34.58 
crores) preliminary net profit 
for the first eleven months of 
1972, a 40.1 million dollars 
(approximately Rs 29.19 
crores) improvement over the 
same period in 1971. The air¬ 
line recorded a 14.5 per cent 
increase in revenue passenger 
miles flown during the first 
eleven months of the year over 
the same period of last year. 
Service and marketing high¬ 
lights of the year included 
introduction of Lockheed 
L-1011 aircraft, inauguration 
of Ambassador Express short- 
haul service and expansion 
of TWA's Getaway Programme 
vacation packages. 

Air France 

Air France was able to re¬ 
port for 1972 a 22 per cent 
gain in passenger traffic and a 
26 per cent gain in the volume 
of air Cargo, as compared with 
1971 results. As this perfor¬ 
mance was achieved with an 
increase of only 155 percent 
in the offered capacity, the air¬ 
line could score considerable 
improvements in both the seat 
and load factors. On the 
North Atlantic route, in parti¬ 
cular, where competition is 
most keen, the French airline 
was able to raise the factor of 
of seat occupancy significantly, 
from 48 per cent to 59 per 
cent. A 54 percent increase 
in seat capacity on Air France’s 
Far Eastern routes resulting 
from the operation of Boeing 
747 “Jumbo Jets" on the Polar 
and Southern routes proved 
fully justified, as traffic showed 
even a slightly higher increase 
by 55 per cent, Mr Galichon 
reported. Routes on which 
very good traffic gains 
were achieved, included those 
the island of La Reunion, up 
by 65 per cent, and to the 
French Antilles, up by 63 per 
cent. 

A total of 7.3 million passen¬ 


gers according to^ 
figures* were carried over Air 
Fraifcc 4 * worldwide route net¬ 
work during 1972. The volume 
of traffic amounted to 13,000 
million passenger/kilometrta 
and 462 million ton/kilometres 
of freight. Gross operational 
revenue for the year will have 
reached 4,100 million French 
francs, leaving an operational 
surplus of about 430 million 
francs, before taxes, deprecia¬ 
tion and similar deductions. 
On the basis of these figures, 
a net profit is expected to 
result from the year's opera¬ 
tions. Deliveries of new air¬ 
craft during the year raised 
the number of the airline’s 
Boeing 747s by three to a total 
of eight, and the number of 
Boeing 727s also by three to 
total of 20 aircraft. Under its 
policy of steadily modernizing 
its fleet, Air France placed firm 
orders in 1972 for three more 
Boeing 747s and for six 
A 300 B2 “European Airbuses", 
to be delivered in 1974, and 
for supersonic ‘“Concordes", 
expected to be delivered in 
1975. 

American Express 

The estimated consolidated 
net income of American Ex¬ 
press Company and subsidia¬ 
ries in 1972 amounted to a 
record 8123.7 million com¬ 
pared with $102.8 million in 
1971. Net income per com¬ 
mon share increased 19.4 per 
cent to 81.72 per share compar¬ 
ed 81.44 per share in 1971 
adjusted for the three-for-one 
stock split effective from April 
25, 1972. The year 1972 was 
the 25th consecutive year in 
which American Express Com¬ 
pany has reported increase in 
consolidated net income and 
net income per share (before 
extraordinary credits in cer¬ 
tain prior years.) Net income 
in the fourth quarter rose 15.7 
per cent, from 30.3 million 
to 834.4 million. Income 
per common share increased 
8.47 per share from 8.42 
per share, an increase of 

11.9 per cent. For the full 
year, income of Travel and 
Financial Services (other than 
Insurance) increased 16.4 per 
cent, to 854.6 million from 

846.9 million. For the fourth 
quarter, income increased 14.9 
per cent, to 811.6 million 
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from $10*1 million. Income 
of Insurance Services tor the 
full year increased 23.5 per 
cent, to $69.0 million from 
$55.9 million. For the fourth 
quarter, income increased 
13.1 percent, to $22.9million 
from $ 20.2 million. 

Travel Related Services 
again showed substantial ear¬ 
nings improvement during the 
year. The Travel Division ex¬ 
perienced significant growth 
in tour sales and the Card 
Division continued its marked 
growth in numbers of card¬ 
holders and increases in charge 
volume. Sales of Travellers 
Cheques continued to increase 
and were helped particularly 
by the upsurge in travel during 
the present winter season. 

News and Notes 

{Expansion and Diversification) 

Needle Roller Bearing Co. Ltd. 


incorporated in ivco ana in 
commercial production in Octo¬ 
ber 1966 at its works at the 
Maharashtra Industrial Deve¬ 
lopment Corporation's Wa- 
gle industrial estate Thana, 
Maharashtra, has undertaken 
expansion of the present capa¬ 
city of 5.62 lakh needle roller 
assemblies a year to 44 lakh 
pieces, to be completed in 
about 15 months at a cost of 
over Rs 1 crore. After ex¬ 
pansion, the present turnover 
of about Rs 1.25 crores will 
rise to over Rs. 4 crores a year. 
Expansion will be financed 
from internal resources and 
institutional loans. The com¬ 
pany exports about 24 per 
cent of its present annual 
production. The company 
has technical and financial 
collaboration of the world- 
famous Nadella of France. 
The expansion, in three phases, 
will be carried out at its new 
works built at Pokhran Road 


jno. A i nana plot oi anoui 
60,000 sq. ft. 

New Issues 

Indo-Lowenbrau Breweries 

will be entering the capital 
market shortly with a public 
issue of Rs 41 lakhs, all in 
equity shares of Rs 10 each. 
The company is setting up a 
most modern and highly so¬ 
phisticated brewery at Farida- 
bad in technical collaboration 
with the well-known Inter¬ 
national Consulting Engineer¬ 
ing for breweries of Switzer¬ 
land. The brewery will have 
a capacity of 50,000 hccto 
litres per annum. The latest 
technological know-how is in¬ 
corporated in the setting up of 
the factory. The brewery is 
also designed in such a way 
that there is scope for consi¬ 
derable expansion with mini¬ 
mum additional cost so that 



Dividends 

(Per cent) 

Name of the company 

Year ended 

Equity dividend 

Current year 

declared for the 

Previous year 

Hihger Dividend 




Shriram Refrigeration 

September 30, 1972 

15,0 

10.0 

New Swadeshi Sugar 

June 30, 1972 

16.0 

12.0 

Mysore Tobacco 

March 31, 1972 

15.0 

12.0 

North Bihar Sugar Mills 

June 30, 1972 

10.0 

Nil 

Industrial Chemicals 

June 30, 1972 

18.0 

15.0 

Hindustan National Glass 

March 30, 1972 

10.0 

4.0 

South India Steel and Sugars 

June 30, 1972 

9.0 

Nil 

Phosphate Co. 

June 30, 1972 

12.5 

7.0 

Ganga Sugar Corporation 

Same Dividend 

June 30,1972 

20.0 

12.0 

Bengal Electric Lamp Works 

March 30, 1972 

10,0 

10.0 

Paper and Pulp Conversions 

July 31, 1972 

10.0 

10.0 

Indian Steel Rolling Mills 

March 31, 1972 

10.0 

10.0 

Usha Telehoist 

June 30, 1972 

10.0 

10.0 

Kirloskar Brothers 

July 31, 1972 

8.0 

8.0 

India Carbon 

June 30, 1972 

18.0 

18.0 

Gramophone Company 

Reduced Dividend 

June 30, 1972 

17.5t 

17.5 

Bagalkot Udyog 

June 30, 1972* 

Nil 

12.5** 

* For fifteen months ended June 
** For the year ended March 1971. 
t On enlarged capital. 

1972. 




production can he multiplied 
easily. The company proposes 
to introduce a wide range of 
beers which will cater to all 
tastes. The Indian Company 
enjoys the liberty to export 
freely its product under the 
brand name Indo-Lowenbrau 
(New—Ulm). A lirm commit¬ 
ment has been made to export 
at least Rs 60 lakhs worth of 
beers in the first five years. 


Maharashtra Steels will soon 
be in the capital market with 
a public issue of Rs 32 Jakhs 
comprising 2,40,000 equity 
shares of Rs 10 each and 8,000 
(9.5 per cent) cumulative re¬ 
deemable preference shares of 
Rs 100 each at par. The com¬ 
pany proposes to set up a mini 
steel plant at Nagpur for the 
manufacture of mild steel in¬ 
gots with an annual installed 
capacity of 18,000 tonnes. The 
company will also be undertak¬ 
ing a substantial expansion 
programme in the near future. 
The plan envisages installing of 
a second electric arc furnace 
and a continuous casting plant. 
It has plans to put up a reroll- 
ing mill of its own. 


The company has an autho¬ 
rised capital of Rs 80 lakhs— 
Rs 60 lakhs in equity shares 
and Rs 20 lakhs in preference 
shares and an issued, subs¬ 
cribed and paid-up equity capi¬ 
tal of Rs 8 lakhs. The total 
cost ot the project is estimated 
at Rs 1.20 crores. The State 
Industrial and Investment Cor¬ 
poration of Maharashtra 
(S1COM) has sanctioned a 
loan of Rs 20 lakhs to the 
company. Besides it has agreed 
in principle to underwrite the 
entire preference issue of Rs 8 
lakhs and equity shares worth 
Rs 4 lakhs. If all goes well as 
planned the directors are confi¬ 
dent of declaring a maiden cqu- 
ty dividend from the very first 
year of its operations. 


Northern India Gas proposes 
to enter the capital market 
sometime next month or in 
April with a public issue of Rs 
15 lakhs comprising one lakh 
equity shares of Rs 10 each 
and 5,000 cumulative redeem¬ 
able preference shares of Rs 


EASTERN ECONOMIST 


309 


FEBRUARY 16, 1973 




100 each al par. The proceeds 
of the issue will he utilised for 
financing partly the company’* 
project for the manufacture of 
oxygen and acetylene gases at 
Unnao, UP. The total project 
cost for manufacturing both 
oxygen and acetylene gases is 
placed at Rs 90 lakhs. How¬ 
ever, initially the company has 
plans to manufacture only 
oxygen gas. The cost of this 
part of the project is placed at 
Rs 70 lakhs. This will be met 
by share capital already subs¬ 
cribed (Rs 9 lakhs), public 
issue (Rs 15 lakhs) and long¬ 
term loans (Rs 46 lakhs). 
Orders for the oxygen gas 
plant have already been placed 
and the company hopes to get 
it by the end of this year or 
early next year. Unnao being 
a backwujd district, the com¬ 
pany will be entitled to some 
concessions from the state 
government. 

Company Meetings 

Kothari (Madras) Ltd.: Re¬ 
gistered Office: Kothari Build¬ 
ings, 20, Nungambakkam High 
Road, Madras-34; February 27: 
2.45 P.M. 

Voltas Ltd: Tata Audito¬ 
rium, Bombay House, 24 Jlomi 
Mody Street, (Bruce Street), 
Bombay; February 26; 4.00 
P.M. 

Panyam Cements and Mineral 
Industries Ltd: Cement Nagar, 
Bugganipalli R.S., Kurnool; 
February 24; 11 A M. 

Khandclwal Ferro Alloys Ltd. 

Tata Auditorium, Bombay 
House, Bruce Street, Fort, 
Bombay; February 28; 4 P.M. 

Cast Anglia Plastics (India) 
Ltd: Registered office: 3, 
Camac Street Calcutta-16; 
February 24; II A.M. 

Interim Dividends 

The General Electric Co. of 
India Ltd, has announced that 
despite a promising first 
quarter, the company's profits 
to date this year are less than 
those in the corresponding 
period of last year. Sales tradi¬ 
tionally rose to a peak in the 
closing months of the year but 
current trading is being adver¬ 


sely affected by power cuts. 
The directors have decided not 
to declare an interim dividend. 
The rate of dividend will be 
considered by the directors 
after the annual accounts arc 
audited. 

Bank of Baroda Ltd: has 

proposed an interim equity 
dividend of Rs 5 per share. 

Industrial Licences 

The following licences were 
issued under the Industries 
(Development and Regulation) 
Act 1951 during the four weeks 
ended September 16, 1972. The 
list contains the names and 
addresses of the licensees, 
articles of manufacture, types 
of licences—New Undertaking 
(NU); Substantial Expansion 
(SF.); New Article (NA); Carry 
on Business (COB); Shifting— 
and annual installed capacity. 

Licences Issued 

Metallurgical Industries 
(Ferrous) 

M/s Premier Vegetable Pro¬ 
ducts Ltd., 95, Industrial Area, 
Jhotwara, Jaipur, Rajasthan. 
(Jaipur-Rajasthan) tin con¬ 
tainers of 18 litre capacity 
1,000 tonnes (COB); M/s 
Vardhamnn Spinning & Gene¬ 
ral Mills Ltd., Chandigarh 
Rd., Jamalpur, Ludhiana-3. 
(Faridahad-Harvana) Mild, 
High Carbon and Spring Steel, 
Billets. ■— 50,000 tonnes 
(NU); M/s Kishan Chanel & 
Co. Oil Industries Pvt. Ltd., 
G.R. Rd., P.B. No. 100, Lu¬ 
dhiana. (Punjab) — Tin Con¬ 
tainers of 18 Litre capacity for 
captive use only 360 ton¬ 
nes - (COB); M/s S.A.E. 
(India) Pvt. Ltd., 2B, Victoria 
terrace, Calcutta-17. (Dcori 
Panagarh) - Jabalpur 
(Madhya Pradesh) — Trans¬ 
mission Line Tower & Parts — 
27,000 tonnes — (COB): M/s 
Shalimar Industries Pvt. Ltd., 
25, Gancsh Chandra Avenue, 
Calcutta-13. (Calcutta-- West 
Bengal) — Mild Steel Wires 
(18 Gand thinner) HC wires 
excluding Stainless Steel and 
Copper coated wires. - Total 
capacity after expansion will be 
5850 tonnes —(SE). 

Metallurgical Industries 
(Nonferrous) 

Shri Shriram C. Chokhgni, 


23, Maheshwari Mansion, 34, 
Napeansea Road, Bombay-6. 
(Thana-Maharashtra) — Alu¬ 
minium Collapsible Tubes. 

18 millions Nos. — (NU); M/s 
Indian Aluminium Co. Ltd., 

I-Middleton Stteet, Calcutta- 
16. (Belgaum-Mysore) — Alu¬ 
minium ingots — Expansion 
from 20,000 tonnes to 60,000 
tonnes. - - (SE). 

Prime Movers 

M/s Hind Cycles Ltd., 250- 
Worli, Bombay-25. (Bombay- 
Maharashtra) — Internal com¬ 
bustion Engines 50 C.C. 
(Petrol) -60,000 nos.—(COB). 

Electrical Equipment 

M/s Escorts Ltd., 18/4, Ma¬ 
thura Road, Faridabad. Har¬ 
yana. (Far idabad-Haryana) — 
Industrial X-Ray Unit — 150 
K.V. 20 units; — 225 K.V. 13 
units; - 300 K.V. 5 units 
(COB); M/s Eskay Industries, 
Raghuvansh, S.V. Rd., Dahi- 
sar, Bombay-68. (Dombivli- 
Kalyan-Maharashtra) Auto¬ 
mobile Head Light lamps 
(double filaments) (Head Light, 
Side and Tail lamps) — 3 
mill, nos — (NU); M/s Ruttan- 
sha Simpson (P) Ltd., Interna¬ 
tional House, Agra Road, Vikh- 
roli, Bombay-83. (Bombay- 
Maharashtra) —Panel Meters — 
9000 nos; multimeters—1250 
nos.; Vacuum Tube Volt¬ 
meters— 600 nos: ----- Oscil¬ 
loscopes — 200 nos; 

Transistors Testers - 200 nos 
(COB); M/s General Elec¬ 
tric Company of India Ltd, 
Magnet House, 6, Chittaran- 
jan Avenue, Calcutta-13. Ko- 
dambakam ~ (Madras- lamiI 
Nadu) — Electric Motors upto 
50 H.P. - 62,000 H.P. -- 
(COB); M/s Larson & Toubro 
Ltd., Gulab Bhawan, 2nd 
Floor, 6 Bahadur Shah Zafar 
Marg. P.O. Box No. 323, New 
Delhi - 3. (Maharashtra) — 
Moulded case air circuit, 
Breakers upto 1000 Amp. rat¬ 
ing 500 volts — 5,000 nos 
(NA); M/s Associated Wires 
& Conductors Co. Pvt. Ltd., 
Tanda Road, Jullundur City. 
Punjab. (Punjab) — A.A.C./ 
A.C.S.R. conductors — 525 
Tonnes (COB); M/s Mini¬ 
ature Bulb Industries of 
Flndia; 131, Kanwali Road, 
r (Debra Dun—Uttar Pradesh) 


— Auto Head Light tail 
light & side lamps (Stem-type) 
—2.25 million nos. (Glass Shell) 
and Tube for captive use 
only) — (SE); M/s J. Stqne 
& Co. (India) Pvt. Ltd., 16, 
Taratalla Road, Calcutta-53. 
(Thana Maharashtra) — 
Major equipments for Light 
house paraffin vapour burning 
type, electrically operated 
type complete with lantern 
Housing, Generator plant and 
associated switch gear — upto 
value of Rs 45,00,000; Beacon 
Lanterns mains & battery ope¬ 
rated apparatus. Associated 
Housing including structures 
and Buoys) up to the value of 
Rs 27,50,000; Accessories & 
spares for above type of equip¬ 
ment. — As required for the 
manufacture of 1 & 2 above — 
(NA): M/s Universal Cables 
Ltd., y.C.O. Building, 4th 
Floor, Parliament Street, New 
Delhi. (Satna-Maharashtra) — 
Power Capacitors upto 33 
Kv.- 1,00,000 KVAR — (SE); 
M/s Calcutta Electric Lamp 
Works, Ltd., 3 Mangoes Lane, 
Calcutta-1, (Beliaghata Distt, 
24 Parganas, (West Bengal) — 
GLS Lamps (I5-250W) — 4.5 
million nos. p.a. (Glass Shells 
& Tubes for captive use only) 

- (NU); M/s Bengal Electric 
Lamps Works, Ltd., Old Mad¬ 
ras Road, (13th Mile), Banga- 
lorc-36. (Bangalorc-Mysore) - 
GLS Lamps (15-250W). — 
7.5 millions Nos. (Glass Shells 
and tube for captive use only). 

— (NU); M/s Kerala State 
Industrial Dev. Corpon. Ltd; 
Vellayambalam, Trivandrum. 
(Challakudy-Kerala) -- Vari¬ 
able speed eddy current clutch 
with electronic control units 
suitable for motors upto 100 
HP including FHP motors — 
4,000 nos --(NU); M/s Uni¬ 
versal Cables Ltd; UCO Bank 
Building, 4th Floor, Parliament 
Street, New Delhi. (Madhya 
Pradesh) — Grooved Copper 
Contact Wire — 300 tonnes — 
(NA); M/s Modi Industries 
Ltd; Modinagar, UP. (Bara- 
banki-Uttar Pradesh) — Dry 
Battery Cells - - 60 million nos. 
—(NU). 

Telecommunications 

M/s Murpyy India Ltd; 
Dr Shirodkar Road, OIT Hos¬ 
pital Avenue, Pare!, Bombay- 
12.DD. (Thana - Maharash¬ 
tra) — Gang Condensers — 
Expansion from 1.0 million 

FEBRUARY 16 , 1973 


EASTERN ECONOMIST 


310 



to 2.0 million nos. — (SE); 
M/s Electronics Corpn. of 
India Ltd; Industrial Develop¬ 
ment Area, Cherlupelli, Hy¬ 
derabad 40. (Andhra Pra¬ 
desh) — Name of New Articles 
— High Meghom Resistors — 
—(1 million nos.) Resistance 
Temperature Detectors — 1500 
nos. Closed Circuits T.V. — 
50 nos; Microwave Test Equip¬ 
ment and Systems — 1200 nos. 
Transistorised Village T.V. re¬ 
ceiving sets with front and con¬ 
vertors and antennae — 5000 
nos; Servo & Micro Motors 
from 3,500 nos. to 24,000 nos; 
Instrument Cooling Fans from 
4,000 to 24,000 nos; Semi Con¬ 
ductor Devices from 0.635 mil¬ 
lion to JO millions; Radiation 
Detectors from 22 nos to 
100 nos; Thermoelectric De¬ 
vices from 1,200 nos to 5,000 
nos; Germanium Single Crys¬ 
tals from 100 Kgs to 200 Kgs; 
Silicon Single Crystals from 
100 Kgs to 500 kgs; Glass-to- 
mctals seals from .0.5 mil¬ 
lion to 2.5 million; Epitaxial 
Wafers from 10,000 nos to 
30,000 nos - (NA/SE); M/s 
Mahindra & Mahindra Ltd; 
Electronic Division, Worli 
Road, Nos 13, Worli, Bombay- 
18. (Bombay-Maharashtra) 
Metallised Film Capacitors—4.0 
million nos- -(NA) ; M/s Asian 
Electronics Ltd; Hand loom 
House, 3rd Floor. 221, Dr 
D.N. Road, P.B. No. 1863, 
Bombay. (Maharashtra) 
Potentiometers — 1.0 million 
■ • (NA) ; M/s Radio & Elec- 
ricals Mfg. Co. Ltd; Mysore 
Road, Bangalore. (Mysore) — 
Television Sets - 5000 nos — 
(NA). 

Transportation 

M/s Gujarat Automotive 
Gears Ltd, Shakti Nivas, Be¬ 
hind New India Mills, Baro- 
da-5. (Baroda - Gujarat) — 
Transmission Gears, Helical 
Gears, Spur Gears, Splined 
Shafts and various Gears and 
Shafts for Automobiles, Trucks, 
Cars, Tractors, Scooters, Motor 
Cycles and Stationary Engines 
— 800 tonnes only - (NU). 
M/s Inse Engine Valves Pvt. 
Ltd; 1-Narindra Place, New 
Delhi-1. (Hadapsar— Poona- 
Mahtorashtra)— Engine Valves 
—14,00,000 nos. (After Expan¬ 
sion) — (SE). 

lndustral Machinery 

M/s Rolcon Engineering Co. 


Ltd; Anand Sohintra Road, 
Vallabh Vidyanagar, Dist: 
Kaira, Gujarat. (Gujarat) — 
Industrial Chains (Industrial 
Steel Roller Chains, Conveyors 
Elecvator Chains and Heavy 
Duty Chains for Shovels/ 
Excvators — 5,00,000 meters 
worth Rs 100 lakhs — (SE); 
M/s Braithwaite & Co. (In¬ 
dia) Ltd; Hide Road, Calcutta- 
43. (Hooghly-West Bengal) — 
Mobile Cranes of 6 & 7 Ton¬ 
nes Capacity ~ 120 nos. — 
(NA); M/s Suessen Textile 
Bearings Ltd; Dhanraj Mahal, 
Chhatrapati Shivaji Maharaj 
Marg, C-22, Apollo Bunder 
Road, Bombay-I. (Baroda- 
Gujarat) — Top Weighting 
Arms & Rollers for speed 
frames — 60,000 sets; Apron 
Guiding Devices (Cradles) for 
speed frames — 60,000 sets. — 
(NA); M/s Sussen Textile Bear¬ 
ings Ltd; Bombay-Ahmeda- 
bad, National Highway No. 
8, Partapnagar, Broda-4. (Ba¬ 
roda- Gujarat) Botton Rol¬ 
ler Bearings — 1,20,000 Units 
(NA); M/s Andrew Yule 
& Co. Ltd; Yule House, 8, 
Clive Row, Calcutta-1. (Na- 
zirgungc-West Bengal) MC 
Tear Rotoranes and Related 
Accessories - Rs 40 lakhs. 
(COB); M/s Bertrams Scott 
(India) Ltd; 1/1, Kimber Street, 
Calcutta-17. (Calcutta). (West 
Bengal) — Complete Paper & 
Pulp making Plant (5.5 Metre 
width) — One number with a 
capacity of 150 tonnes capa¬ 
city, per day. — (SE); M/s 
Jcssop & Co. Ltd, 63, Netaji 
Subhas Road, Calcutta-!. 
(Dum Dum-West Bengal) - 
Paper Making Plant — 2 nos. 
(Value—-Rs 1,800 lakhs) 
(NA); The Secretary & Dy. 
General Manager, Mining & 
Allied Machinery Corpn. Ltd; 
P.O. Durgapur-10. Dist: Bur- 
dwan. West Bengal. (West 
Bengal) — Stackers—650 tons 

— Rs 95.22 lakhs; Reclaimers 
-997 tons Rs 166.19 lakhs; 

Stackcrs-cum-Reclaimers. — 
695 tons — Rs 123.21 lakhs; 
Ship Loaders — 1,290 tons 

— Rs 153.25 lakhs; Total — 
3632 tons — Rs 537.87 lakhs 
-(NA). 

Engineering Industries 

M/s Chandan Industrial Cor¬ 
poration, 615, Churchgate 
Chambers, 5, New Marine 
Lines, Bombay-20. (Bombay- 


Thana - Maharashtra) — (i) 
Engineering Drawings Sets— 
20)000 sets p.a., (ii) Steel Rules 
—20,000 pieces p.a.—(NU). 

Fertilizers 

M/s The Associated Cement 
Companies Ltd; Project Plan¬ 
ning & Sales Division, Cement 
House, 121, Maharshi Karve 
Road, Bombay-20. (Kistra- 
Distt; Guntur-Andhra Pra¬ 
desh) — Granulated mixed 
Fertilizers — 50,000 tonnes p.a. 
-(COB) 

Chemicals 

M/s Satyadev Chemicals (P) 
Ltd; Post Box No. 101, 
Pratapnagar Road. Baroda. 
(Gujarat) — Hydroquinone — 
150 tonnes; Mctol - 12 ton¬ 
nes ; Colour Film Processing 
Chemicals; CD-2 (2-amino-5- 
diethyl amino toluene mono- 
hydrochloride) ■ 12 tonnes; 

Diethyl Paraphenylcne Dia¬ 
mine Sulphate — 1200 Kgs.; 
Sodium Bisulphatc — 900 ton¬ 
nes; Sodium Metabisulphite — 
24 tonnes; Ammonium 
Thiosulphate 60 per cent 
W/W solution 100 litres — 
(COB); Shri CP. Agarwal, 
M/s Universal Oxygen, 
E-2/27, Link Road, 

Jhandewalan, New Delhi-25. 
(Delhi) Oxygen Gas — 0.45 
million cu. meters; Disso¬ 
lved Acetylene Gas 0.10 
million cu. meters (NU); 
M/s Kanoria Chemicals In¬ 
dustries Ltd; 9-Brabourne 
Road, Calcutta-1 Renukoot 
Dist: Mirzapur-Uttar Pradesh) 
— BHC (Technical)-Expansion 
from 3000 tonnes to 6000 
tonnes -- (SE): M/s Rcxor 
India Ltd; 33, Chittaranjan 
Avenue, Calcutta-12. (Farida- 
bad-Haryana) (Calcutta-West 
Bengal) — Metallised Polyester 
Film — 300 tonnes, Metallic 
Yarn—upto I/3rd of yearly 
production of metallised po¬ 
lyester film. Stamping foils, 
insulation materials and pa¬ 
ckaging materials - 100 ton¬ 
nes — (NU); Shri Gauri 
Shanker Agarwal, M/s Bharat- 
pur Oxygen Pvt. Ltd; Bagaria 
Bhavan, Prithviraj Road, ‘C 
Scheme, Jaipur. (Bharalpur- 
Rajasthan) — Oxygen Gas — 
0.45 million cu. meters; Acety¬ 
lene Gas — 0.10 million cu. 
meters — (NU) ; Shri Lallan 
Singh; Prop: Sarvcshwari 
Gases, 7575, Ramnagar, New 
Delhi-55. (Muzaflarnagar- 


Uttar Pradesh) —- Oxygen Gas 
— 0.45 million cubic meters — 
(NU); M/s Indian Foam In¬ 
dustries, 1-7-155, Bakarain, 
Hyderabad-20. (A.P.). (Hy- 
derabad-Andhra Pradesh) — 
Polyester Foam Laminated 
Cotton/Silk/Leather/PVC Fab¬ 
rics —• 7.00 lakhs meters; 
Polyester foam mattresses, 
Cushions, etc. -460 tonnes — 
(NU); M/s Hindustan Oxygen 
& Acetylene Co., 28, New 
Rohtak Road, New Delhi-5. 
(Chikambarapur - Ghaziabad- 
Uttar Pradesh) — Dissolved 
Acetylene Gas — 72,000 Cubic 
Meters — (COB); M/s Magan- 
mal Ncmichand, Bellanganj, 
Agra. (Agra-Uttar Pradesh) — 
Oxygen Gas ■— 0.45 million cu. 
meters - (NU); Shri Har- 
kishin L. Poorswami, 52, Mira 
Society, 39, Shankar Seth 
Road, Poona-9. (Belgaum- 
Mysore) —- Oxygen Gas — 
0.45 million cu. meters; Acety¬ 
lene Gas—0.10 million cu. 
meters — (NU); M/s Mico 
Farm Chemicals Ltd; 6, Lingi 
Chetty Street, Madras-1. (Met- 
tur Dam, Dist: Salcm-Tamil 
Nadu) Parathion, Zincb, 
Chlordanc, Hcptachlor, Car¬ 
bary l, Tel rad if an, Dicofol, El- 
son, Diazinion, Lndosulphan, 
DDVP TrichloroTon, BHC, — 
285 tonnes - (NU): M/s 
Modipon Ltd; Mod inagar 
(UP). (Modinagar-Uttar Pra¬ 
desh) Polyester Filament 
Yarn. - 360 tonnes (COB); 
M/s Jaipur Oxygen Pvt. Ltd; 
C-88, Prithviraj Road, Jaipur 
(R aja s t ha n). (Jaipur- Rajas- 

than) - Oxygen Gas -0.43 
mill. cu. meters; Acetylene Gas 
0.10 million cu. meters — 
(NU); M/s Eastern Oxygen & 
Acetylene Pvt. Ltd: Post Box 
No. 45, P.O. Jharia, Dhanbad. 
(Jabalpur-Madhya Pradesh) — 
Oxygen Gas - 0.45 mill. cu. 
meters; Acetylene Gas « 0.10 
million cu. meters — (NU); 
Shri Surcsh Chandra Goyal, 
e/'o Hari OM General Indus¬ 
tries, Dal Ba/ar, Gwalior. 
(Ghaziabad-Utlar Pradesh) — 
Oxygen Gas - 0.60 Mill. cu. 
meters; Acetylene Gas — 
0.13 million cu. meters 
(NU); M/s Cellulose Pro¬ 
ducts of India Ltd; P.O. Kath- 
wada Maize Products, Dist: 
Ahmcdabad, Gujarat. (Ka- 
thwada-Ahmcdabad-Gujarat)— 
Carboxy Methyl Cellulose 
--3900 tonnes (after expansion). 
—(SE); M/s Kesoram Rayons 
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(Sales Depot), P.O. Na vasari, 
Distt: Hooghly, West Bengal. 
(Ragunathpur - Hooghly - West 
Bengal) Sodium Sulphate 
—45,00 tonnes; Sodium Sul¬ 
phide — 70 tonnes- (COB): 
M/s The Gujarat Industrial 
Investment Corpn. ltd; 4th 
Floor, Nataraj Chambers, 
Ashram Road, Navrangpuru, 
Ahmedabad Baorda-Gujaiat) - - 
Caustic Soda-37, 425 tonnes 
p.a.; Liquid Chlorine .33,000 
tonnes only; Hydrochloric Acid 
(100%) 6,000 tonnes p.a. 

(NU). 

Dyestuffs 

M 's Indian l lectro Chemi¬ 
cals Ltd; Odha\ Road, Odhav, 
Ahmedabad. (Gujarat) - Vat- 
Dyes 50 tonnes. Reactive 
Dyes 100 tonnes (NA). 

Drugs & Pharmaceuticals 

M/s Burroughs Wellcome & 
Co. (India) Pvt. Ltd: 16, Bank 
Street, Bombay-1. (Maluirash- 
l ra) TABLE1S—T-Banocide 
100 mg.; 1-Dapsons 5 mg.; 
T-Kemadrin in 2.5 mg. T- 
Tauoxin Paediatric (0.625me/ 
tablets); T-Nori-A-200 mg.); 
T-Oxovine (0.05 mg/1 ablets & 
0.10 me/Tablcts); 1 -Actified; 
IN.ILC HONS - Inj. Aclidil; 
Inj. Banocide plus (2ml amp; 
10 ml\ial); Inj. Laiwin (0.05 
mg/ml Inj. Sulphcutronc 500 
mg/ml (5,1); .-VETERINARY 
PRODUCES — Ante par Li¬ 
quid Wouner; Antcpar Worm 
Powder 30g. \500 mg.; Ante- 
par 500 mg. Tablet. Banocide 
400 mg. Tablet; Burmidin 5g. 
Tablets; Bui midin 33 % inj: 
Franocide Inj, Rurmidin Oral 
I6°„; t'ascol Drench 450 ml; 
Carbachol Inj; - Other Phar¬ 
maceutical Products Rano- 
cid Brand Paediatric Syrup; 
Alcopar Flavoured Graiuiles; 
T-Migril; T-Wellcome Slcl/er; 
Neosporin Powder 10 gm. 
pack; Anlipar Granules lOgm; 
(These items will be manufac¬ 
tured within the overall capa¬ 
city licensed lor each type of 
formulations) (COB); M/s 
Unichcm Laboratories Ltd; 
S.V. Road, Bombay-60. (Mu- 
harashtia) lodochlorohy- 

dro syquinoline I.P. 25 tonnes 

( NA); M/s Ranbaxy Labo¬ 
ratories Pvt. Ltd: Okhla, New 
Delhi-20. (Delhi) L-Dopa 
Tablets - 25 lakh nos. — 

(NA); M/s Thcrmix Chemicals 
Ltd; 38, Suren Road, Andheri 
(East), Bombay. (Gujarat) — 


Phenyl Butazone — 50 tonnes 
— (COB); M/s Ranbaxy Labo¬ 
ratories Ltd; Okhla,New Delhi- 
20. (Delhi) Calmpos Syrup 
18,000 litres ; Calmpose In¬ 
jections 2000 litres; Sudhi- 
nol (compound-65-Capsules)~ 
25,00,000 capsules; Sudhinol 
(Compound-32-Capsules) 

10,00,000 capsules; Sudhinol 
(32mg. Capsules) -- 10,00,000 
capsules - (NA). 

Textiles 

M/s Oswal Spinning & 
Weaving Mills Ltd; Industrial 
Area 4 A\ Ludhiana. (Punjab) 
— Art Silk Fabrics 2 po- 
werlooms p.a. - (SL): The Sir- 
silk Ltd; Sirpur, Kaghaznagar, 
Adilabad Distt: (S.C. Rly.), 
Andhra Pradesh. (Sirpur-Kag- 
ha/nagar-Andhra Pradesh) — 
Acetate Staple Libre — 500 
tonnes — (COB); M/s J.K. 
Synthetics Ltd; Kamla Tower, 
Kanpur. (Kota-Rajasthan) — 
Polyester Staple l ibrc - 450 
tonnes — (COB). 

Paper & Pulp 

M/s Straw Products Ltd; 
4, Bahadur Shah Zafar Marg: 
New Delhi. (Jaykaypur-Raya- 
guda-Koraput-Orissa) — Writ¬ 
ing & Printing Paper 
Expansion from 19,000 ton¬ 
nes to 22,000 tonnes - (SL); 
M/s Rohit Pulp & Paper Mills 
Lid: llassan Chamber*, Parsec 
Ba/ar Street, Fort, Bombay-) 
(Khadki-Dist: Bulsar-Ciujarat) 
Writing & Printing Paper 
& Paper Board Expansion 
from S 1(H) tonnes to 10,100 
tonnes Pulp Expansion Irom 
8100 tonnes to 10,100 tonnes 
(SF); M/s Rujcndra Paper Mills 
V\kashdeep\ Barak hamba 

Road, New Delhi-1. (landa- 
bad-llarvana) Pulp E\- 
pansion from 4000 tonnes to 
6000 tonnes; Paper - F.xpan- 
sion from 4000 tonnes p.a. to 
6000 tonnes - (SL): M s T he 
Arvind Boards Ac Paper Pro¬ 
ducts Ltd; Antalia, Bilimora 
(W.R.). (Bulsar-Ciujarat) - 
Paper Boards, Packing 6c Wnip¬ 
ping Papers, Kraft Paper 
Expansion from 16,000 tonnes 
to 24,000 tonnes - (SE); 

Mysore Paper Mills Ltd; Aruna 
Mansions, 78/1, J.C. Road, 
Bangalorc-2. (Paper Town- 
Bhadravati-Mysore) •- Paper 
& Pulp - 24,000 tonnes - - 
(COB). 

Sugar 

The Chairman, M/s Sanji- 


vani Sahakari Sakhar Kar- 
khana Ltd; Sarswati Mandir, 
3rd Floor, 18th June, Road 
Panjim, Goa. (Village Pilliye- 
Pharbandoda-Taluk Sanguem- 
Distrist: Goa—Goa, Daman & 
Din) — Sugar — 1250 ton¬ 
nes of sugarcane per day. — 
(NU); M/s Shriram Sahakari 
Sakhar-Karkhana Ltd; Phal- 
tan, Distt: Satara, Maharash¬ 
tra. (Phaltan-Dist: Satara- 
Maharashtra) — Sugar — Ex¬ 
pansion from 1250 tonnes to 
2000 tonnes — (SE); The 
District Magistrate & Chair¬ 
man. M/s The Kisan Sahakari 
Chini Mills Ltd; Rasra, Dist: 
Ballia, UP (Vill. Madhopur- 
Burhwa, Pargana Lucknesh- 
war-Tahsi Rasra-Dist: Ballia- 
Uttar Pradesh) Sugar 1250 
tonnes of Sugarcane per day — 
(NA); The Chairman, M/s 
Ambejogai Sahakari Sakhar 
Karkhana Ltd; Ambejogai, 
Dist;Bhir, Maharashtra. (Vill- 
Waghala-Ambejogai, T alu- 
Bhir-Maharashtra) - Sugar- 
1250 tonnes sugarcane per day 
—(NU); M/s Ktishna Saha¬ 
kari Sakhar Karkhana Ltd; 
Rcthurc Budruk, P.O. Shiv- 
nagar, Dist: Satara, Maha¬ 
rashtra. (Rcthare-Budruk- 
Dist: Sa ta ra- M a ha ra sht ra) 
Sugar —- Expansion from 2600 
tonnes to 5000 tonnes 
(SE); M/s Mysore State Indus¬ 
trial Invc'ilmcnl Sc Develop¬ 
ment Corpn Ltd; 36, Cun¬ 
ningham Rd; Bangulore- 
Mysore. (Vill-Marli-Taluk- 
Ciangavati, Mysore) — Sugar 
—2500 tonnes of suearcane per 
day (NU) 

Food Processing Industries 

M/s Alembic Chemicals 
Works Co. Ltd ; Alembic Road, 
Barnda-3. (Baroda-Gujarat) — 
Portinules-IKO tonnes— (COB); 
M/s Union Hour Mills, 
Mchcrpur, Silehar (Assam). 
(Meherpur-Silchar-Assam) 
Wheat Products - Expansion 
from 24,000 tonnes to 54,000 
tonnes — (SE); M/s Haryana 
Dairy Development Corpn. 
Ltd; Shop-Cum-Office No. 6 
& 7, Sector-17-B, Chandi¬ 
garh. (Bhiwani-Hissar-Har- 
yana) - • Sweetened Conden¬ 
sed Milk — 2,000 tonnes — 
(NU); M/s Oceanic Dehy¬ 
drates Pvt. Ltd;C-l, Manmo- 
han Market, Jamnagar-Gujarat. 
(Bedeshwar-Gujarat) — Dehy¬ 
drated Vegetables and 


Onions — 450 tonnes — (Mil); 
M/s, Raj & Company, 12/1, 
Keyatala Lane, Calcutta-29. 
(Patna-Bihar) — Dehydrated 
Vegetables & Fruits — l,0Q0 
tonnes — (NU), 

Soap & Cosmetics 

The Managing Director, 
Punjab State Industrial De¬ 
velopment Corpn. Ltd; United 
Commercial Bank Building, 
(3rd Floor), Sector-17-B, P.B. 
No. 81, Chandigarh. (Rajpura- 
Punjab) - -T oilct Soap—7200 
tonnes; (Glycerine — 450 ton¬ 
nes — (NU). 

Rubber Goods 

M/s R.B.S. Rubber Mills 
Pvt. Ltd; 3, Bentick Street, 
Calcutta-!. (West Bengal) — 
Rice Mill Rubber Roller 
-- 6000 sets or 12,000 

nos. — (NA) ; M/s 
Raison Industries, 810, In¬ 
dustrial Area—B, Ludhiana-3. 
(Ludhiana-Punjab) — Bicycle 
Tyres - 40,000 nos; Bicycle 

Tubes - 4,00,000 nos. — 
(COB). 

Leather and Leather Goods 

M/s S.K.S. & Sons, 5, Com¬ 
mander-in-Chief-Road, Mad¬ 
ras-8. (Vaniyamhadi-Tamil 
Nadu) Sole leather and other 
bark tanned leather — 56,000 
nos. : Chrome upper leather 

90,000 nos. - (COB). 
Timber Products 

M/s Woodcraft Products 
Ltd; 10/1, A1 ipore Park Place, 
Calcutta-27. (Jcyporc/Lakhim- 
pur-Assam) Plywood of all 
types including Blackboard 
and I-Tush doors—-2,000,000 
Sq. meters — (COB); 
M/s Wood Crafts Assam, Prop. 
M/s Jayshrec T ea & Industries 
Ltd; Lai Dwara Building, New 
Link Road, Jhandevvalan Ex¬ 
tension, New Delhi. (Mariani- 
Assum) — Plywoods of all 
types including Blackboards 
and Elushdoors — 2.6 million 
sq. meters-(COB); M/s 
Surma Veneor & Laminates 
Pvt. Ltd; P.O. Karimganj, 
Distt Cachar, Assam. (Karim- 
ganj-Assam) — Commercial 
6c Decorative Plywood — 
290,000 Sq. meters; Teak Ve¬ 
neers 357,000 sq. meters 
— (NU); M/s Swamy & Co., 
Sydcnhams Road, Madras-3. 
(Valayampet, Vantyamphadt, 
Madras-Tamil Nadu) — Vege¬ 
table Tanned Sheep Skins— 
—3.9 lack pieces — (COB). 
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ALUMINIUM in 

CONSTRUCTION & 
STRUCTURAL USES 

For Building & Construction, HINDALCO offers Semi-fabricated aluminium predbcit 
(sheets und extruded shapes) in a wide range to suit diverse Jobs. High strength-!* 
weight ratio and low maintenance costs make Aluminium the ideal choice of modem 
builders and architects. Besides, for making buildings cool in summer end worm 
In winter, aluminium panels are being increasingly used-today in modem sky-scraper* 
HINDALCO Semi-fabricated products are so versatile that they can be used in makio| 
almost anything, from landing mat for Aeroplane in an emergency defeoca purpose 
to draioage culverts in farms for Agricultural purpose*. 

MODERN BUILDERS SPECIFY HINDALCO ALUMINUM 


* Wv'/j/a- 
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RECORDS 

AND 

STATISTICS 

Central ministries: new 
allocation of business 

The following is the text of the notification issued by the 
President on February 7 announcing the changes made in the 
allocation of business among the various ministries and govern¬ 
ment departments following the expansion of the union cabinet 
on February 5, 1973. 

S.O. In exercise of the powers conferred by clause (3) 

of article 77 of the Constitution, the President hereby makes the 
following rules further to amend the Government of India 
(Allocation of Business) Rules, 1961, namely : 

1. (1) These rules may be called the Government of India 
(Allocation of Business) (Ninety-seventh Amendment) Rules, 
1973. 

(2)Vrhcy shall come into force at once. 

2. In the Government of India (Allocation of Business) 
Rules, 1961, hereinafter referred to as the said Rules, in the f irst 
Schedule:— 

(r) after entry I, the following entry shall he inserted, 
namely:— 

“lA. Ministry of Commerce (Vanijya Mantralaya) 

(i) Department of Foreign Trade (Vidcsh 
Vyapar Vibhag), 

(ii) Department of Internal Trade (Aantrik 
Vyapar Vibhag)" 

(ii) entry 7 shall be omitted; 

(iii) after entry 8, the following entry shall be inserted, 
namely:— 

"8A. Ministry of Heavy industry, (lihari Udyog 
Mantralaya)" 

(iv) for entry 9, the following entry shall be substituted, 

namely:— 

"9. Ministry of Home Affairs (Grih Mantralaya)"; 

(v) for entry 10, the following entry shall be substituted, 
namely: - 

"10. Ministry of Industrial Development (Audyo- 
gik Vikas Mantralaya)"; 

(vi) for entry 14, the following entry shall be substituted, 
namely:— 

"14, Ministry of Law, Justice and Company Affairs 
(Vidhi, Nyaya aur Kampani Karya Mantra¬ 
laya): 

(i) Department of Legal Aifairs (Vidhi Karya 
Vibhag) 

(ii) Legislative Department (Vidhaya Vibhag) 

(iii) Department of Justice (Nyaya Vibhag) 

(iv) Department of Company Affairs (Kam¬ 
pani Karya Vibhag)"; 


(vii) for entry 16, the following entry shall be substituted, 
namely:— • ^ 

"16. Ministry of Planning (Yojana Mantralaya); 
(with a Department of Statistics (Sankhiki 
Vibhag) within the Ministry (Mantralaya))”; 
(viii) entry 23 shall be omitted; 

(ix) for entry 29, the following entry shall be substituted, 
namely:— 

"29, Cabinet Secretariat (Mantrimandal Sachi- 
valaya): 

(i) Department of Cabinet Aifairs (Mantri¬ 
mandal Karya Vibhag) 

(ii) Department of Personnel and Administ¬ 
rative Reforms (Karmik aur Prashasanik 
Sudhar Vibhag)"; 

3. T In the Second Schedule to the said Rules:— 

(a) after the heading "MINISTRY OF AGRICULTURE 
(KRISH1 MANTRALAYA)" and the entries there¬ 
under, the following heading and entries shall be 
inserted, namely: — 

‘MINISTRY OF COMMERCE (VANIJYA MANTRALAYA)" 

A. DEPARTMENT OF FOREIGN TRADE (VIDLSH 
VYAPAR VIBHAG) 

I. Trade 

1. Foreign Trade. 

2. State Trading. 

3. Protection of interests of Indian traders abroad. 

4. Trade Missions and Delegations. 

5. International Commodity Agreements other 
than Wheat. 

6. International Trade Agreements. 

7. Import Trade Control. 

8. Export Trade Control. 

9. Control of Prices of export goods. 

10. Trade Promotion, Publicity and Research. 

11. ECAFE and its Committee on Industry and 
Trade. 

12. Export Credit Guarantee. 

13. Fairs and Exhibitions abroad and in India; 
Government Show Rooms and Trade Centres 
abroad. 

14. European Common Market. 

15. U.N. Conference on Trade and Development. 

II. Commercial Intelligence, Statistics and Publications 

16. Commercial Intelligence and Statistics. 

17. Commercial Publications including periodicals. 

HI. Enemy Property 

18. Reparations (other than German Industrial 
Equipment). 

19. Control of trade with the enemy and enemy firms 
and custody of enemy property. 

IV. Plantation Industries 

20. Tea (The Tea Act, 1953); International Tea 
* Regulation Scheme, Export Cess on Tea. 

21. Rubber (The Rubber Act, 1947). 

22. Coffee (The Coffee Act, 1942). 

23. Cardamom (The Cardamom Act, 1965). 

* V. Textiles and Jute 

24. Textiles, excluding industries relating to the pro¬ 
duction of Non-Cellulosic Synthetic Fibres 
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(Nylon, Terylene, Polyester, Acrylic, etc.) 

25. Handloom Industry 

26. Jute. 

VI. Village Industries 

27. Handicrafts. 

VII. Tariffs and Customs 

28. General Agreement on Taritts and Trade. 

29. Tariff Commission (The Tariff Commission Act, 

1951). 

30. Tariff Protection to Industries. 

31. International Customs Tariff Bureau. 

32. Commonwealth Tariff Preferences. 

VIII. Other Subjects 

33. All attached or Subordinate Offices or other 
organsations concerned with any of the subjects 
specified in this list, including- 

(i) the Chief Controller of Imports and Exports, 
New Delhi. 

(ii) the Textile Commissioner, Bombay. 

(iii) The Jute Commissioner, Calcutta. 

(iv) the Tariff Commission, Bombay. 

(v) the Director General of Commercial In¬ 
telligence and Statistics, Calcutta. 

(vi) the Tea Board, Coffee Board and Rubber 
Board. 

34. State undertakings and Government Corpora¬ 
tions relatablc to subjects specified in this list, 
including— 

(i) the State Trading Corporation Ltd. and its 
subsidiaries, 

(ii) the Minerals and Metals Trading Corpora¬ 
tion Ltd., and 

(iii) the Export Credit and Guarantee Cor¬ 
poration Ltd. 

B. DEPARTMENT OF INTERNAL TRADE (AANTRIK 
VYAPAR V1BHAG) 

I. Trade 

1. Internal Trade. 

2. Inter-State Trade; the Spirituous Preparation 
(Inter-State Trade and Commerce) Control Act, 
1955. 

3. Control of Futures Trading (The Forward 
Contracts (Regulation) Act, 1952). 

4. The Essential Commodities Act (Supply, prices 
and distribution of essential commodities not 
dealt with specifically by any other Ministry). 

II. Trade Marks* etc. 

5. The Trade and Merchandise Marks Act, 1958. 

6. The Emblems and Names (Prevention of Im¬ 
proper Use). 

7. Standards of Weights and Measures (The 
Standards of Weights and Measures Act, 1956). 

III. Village Industries 

8. Co-ordination and development of Village In¬ 
dustries including Khadi. 

9. Ambar Charkha. 

IV. Other Subjects 

10. All Attached or Subordinate Offices or other 
Organisations concerned with any of the subjects 


specified in this list, including the Forward Mar¬ 
kets Commission, Bombay.”; 

(b) Under the heading “MINISTRY OF EDUCA¬ 
TION AND SOCIAL WELFARE (SHIKSHA 
A UR SAMAJ KALYAN MANTRA LA YA)” 
and sub-heading “B. DEPARTMENT OF 
SOCIAL WELFARE (SAMAJ KALYAN 
VIBHAG)”, entries 9. 10, 11 and 12 shall be 
omitted; 

(c) under the heading “MINISTRY OF HEALTH 
AND FAMILY PLANNING (SWASTHYA 
AUR PARIVAR N1YOJAN MANTRALAYA)” 
and sub-heading “A. DEPARTMENT OF 
HEALTH (SWASTHYA VIBHAG)”'- 

(i) entries 13 and 14 shall be omitted; 

(ii) for entry 15, the following entry shall be 
substituted namely:— 

“15. Public Health and sanitation: 
hospitals; and dispensaries.”; 

(iii) entry 47 shall be omitted; 

(iv) entry 51 shall be omitted; 

(d) after the heading “MINISTRY OF HEALTH 
AND FAMILY PLANNING (SWASTHYA 
AUR PARIVAR NIYOJAN MANTRALAYA)” 
and the entries thereunder, the following head¬ 
ing and entries shall be inserted, namely:— 

‘MINISTRY OF HEAVY INDUSTRY (BHARI UDYOG 
MANTRALAYA)” 

1. Manufacture of heavy engineering equipment for 
all industries. 

2. Heavy electrical engineering industries. 

3. Machinery Industries including Machine Tools 
and Steel manufactures. 

4. Auto Industries, including tractors, earth moving 
equipment and diesel engines. 

5. Public sector projects falling under the subjects 
included in this lists, including— 

(i) The Heavy Engineering Corporation, 
Ranchi, 

(ii) The Mining and Allied Machinery Corpora¬ 
tion, Durgapur, 

(iii) The Triveni Structural, Allahabad. 

(iv) The Tungabhadra Steel Products Limited. 

(v) The Bharat Heavy Plates and Vessels. 

(vi) The Engineering Projects (India) Limited.”; 
(c) under the heading “MINISTRY OF HOME 

AFFAIRS (GRIH MANTRALAYA)”, 

(i) after entry 16, the following entries shall be 
inserted, namely:— 

“16. Scheduled Castes, Scheduled Tribes, 
donotilied, nomadic and semi-no- 
madic tribes and other Backward 
Classes including scholarships to stu¬ 
dents belonging to such Castes, 
and Classes. 

I6B. (i) Appointment, resignation etc. of 
Special Officer for the Scheduled 
Castes, the Scheduled Tribes etc. 
and 

(ii) Reports of the Special Officers. 
16C. (i) Commission to report on the ad¬ 
ministration of Scheduled Areas 
and the Welfare of the Scheduled 
Tribes; and 

(ii) Issue of directions regarding the 
drawing up and execution of sche- 
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mes essential for the Welfare of 
the Scheduled Tribes in any State. 
16D. Reports of the Commission to in¬ 
vestigate into the conditions of Back¬ 
ward Classes."; 

(ii) entry 69C shall be omitted; 

(iij) entry 98A shall be omitted; 

(iv) the sub-heading "DEPARTMENT 
OF ADMINISTRATIVE RE¬ 
FORMS (PRASHASAN1K SU- 
DHAR VIBHAG)" and entries 
126 and 127 shall be omitted; 

(0 Under the heading; "MINISTRY OF INDUS¬ 
TRIAL DEVELOPMENT (ADUYOGIK VIKAS 
MANTRALAYA)", 

(i) the sub-heading "A. DEPARTMENT OF 
INDUSTERIAL DEVELLPMENT (AU- 
DYOGIK VIKAS VIBHAG)" shall be 
omitted; 

(ii) entries 7, 8, 9 and 11 shall be omitted; 

(iii) after entry 31, the following entries shall be 
inserted namely: — 

"31 A. Coir Industry. 

3IB. Sericulture. 

31C. The National Textile Corporation 
31D. The Coir Board and Silk Board."; 

(iv) the sub-heading “B. DEPARTMENT OF 
INTERNAL TRADE (AANTRIK VYAPAR 
VIBHAG)", 

and the entries thereunder shall be omitted; 

(g) (i) for the heading "MINISTRY OF LAW AND 

JUSTICE (VIDH1 AUR NYAYA MANTRA¬ 
LAYA)", the following heading shall be substi¬ 
tuted, namely:— 

“MINISTRY OF LAW, JUSTICE AND COMPANY 
AFFAIRS (VIDHL NYAYA AUR KAMPANI 
KARYA MANTRALAYA)"; 

(ii) after the sub-heading "C. DEPARTMENT OF 
JUSTICE (NYAYA VIBHAG)" and the entries 
thereunder, the following sub-heading and entries 
shall be inserted, namely: 

"D. DEPARTMENT OF COMPANY AFFAIRS 
(KAMPANI KARYA VIBHAG) 

1. Administration of the Companies Act, 1956. 

2. Administration of the Monopolies and Restric¬ 
tive Trade Practices Act, 1969. 

3. Profession of Accountancy (Chartered Accoun¬ 
tants Act, 1949); Profession of Costs and Works 
Accountancy (Cost and Works Accountants Act, 
1959); Profession of Company Secretaries (Insti¬ 
tute of Company Secretaries of India). 

4. Collection of statistics relating to Companies. 

5. Legislation relating to law of Partnership, and 
the exercise of certain functions under Chapter 
VII of the Indian Partnership Act, 1932 in cen¬ 
trally administered areas. (The administration 
of the Act vests in the State Governments). 

6. Monopolies and Restrictive Trade Practices 
Commission. 

7. The responsibility of the Centre relating to mat¬ 
ters concerning centrally administered areas in 
respect of any of the above items."; 

(h) under the heading "MINISTRY OF PLANNING 
(YOJANA MANTRALAYA)", the existing entry 
sliall be numbered as entry 1 and after that entry, as 


so numbered the following sub-heading and entries 
shall be inserted, namely:-^- v 

“DEPARTMENT OF STATISTICS (SANKHIKI VIBHAG)" 

2. Standards and norms and methods of collection 
of statistics. 

3. Central Statistical Organisation. 

4. National Sample Survey. 

5. Indian Statistical Institute. 

6. Computer Centre; Coordination of requirements 
relating to electronic processing equipment 
(computers)."; 

(i) under the heading "MINISTRY OF STEEL AND 
MINES (1SPAT AUR KHAN MANTRALAYA)" 
and sub-heading "A. DEPARTMENT OF STEEL 
(ISPAT VIBHAG)" for entry 5, the following entry 
shall be substituted, namely :— 

"5. The Hindustan Steel Works Construction, Limi¬ 
ted."; 

(j) under the heading "MINISTRY OF WORKS AND 
HOUSING (NJRMAN AUR AWAS MANTRA¬ 
LAYA)", after entry 23, the following entries shall 
be inserted, namely:— 

"23A. Local Government, that is to say, the constitution 
and powers of the Municipal Corporations (ex¬ 
cluding the Municipal Corporation of Delhi). 
Municipalities (excluding the New Delhi Munici¬ 
pal Committee), District boards and other local 
self Government Administrations excluding Pan- 
chayati Raj institutions. 

23B. The Delhi Water Supply and Sewage Disposal 
Committee of the Municipal Corporation, Delhi. 

23C. Water supply; sewage and drainage, 

23D. The Central Council of local self-Governmcnt. 

23E. Drinking water supply and sanitation."; 

(k) the heading "DEPARTMENT OF COMPANY 
AFFAIRS (KAMPANI KARYA VIBHAG)" and 
the entries thereunder shall be omitted. 

(1) under the heading "DEPARTMENT OF SCIENCE 
AND TECHNOLOGY (V1GYAN AUR PRODH- 
YOG1K1 VIBHAG)" after entry 20 the following 
entry shall be inserted, namely: - 
"20A. Matters relating to creation of a pool for 
temporary placement of Indian scientists 
and technologists returning from abroad." 

(m) under the heading "CABINET SECRETARIAT 
(MANTRTMANDAL SACHIVALAYA)", 

(i) for the sub-heading "B. DEPARTMENT OF 
PERSONNEL (KARMIK VIBHAG)", the 
following sub-heading shall be substituted, name¬ 
ly:-- 

"B. DEPARTMENT OF PERSONNEL AND AD¬ 
MINISTRATIVE REFORMS (KARMIK AUR 
PRASHASANIK SUDHAR VIBHAG)";| 

(ii) after entry 44, the following shall be inserted, 
namely:— 

"XIII. Administrative Reforms 

45. Administrative Reforms. 

46. Organisation and methods."; 

(iii) the sub-heading "C. DEPARTMENT OF STA¬ 
TISTICS (SANKHIKI VIBHAG)" and the en¬ 
tries thereunder shall be omitted; 

(m) under the heading "PLANNING COMMISSION 
(YOJANA AYOG)", after entry 7, the following 
entry shall be inserted, namely;— 

"8. Directorate of Manpower." 
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India’s exports: 
a review 

India’s kxporis rose from Rs 
1,358 crores in 1968-69— the 
base year of the current fourth 
five-year Plan to Rs 1,413 crores 
in 1969-70, to Rs 1,535 crores 
in 1970-71 and further to Rs 
1,607 crores in 1971-72. In 
other words, the growth of 
exports, during the first three 
years of the fourth five-year 
Plan was of the order of 4.1 
per cent in 1969-70, 8.6 per 
cent in 1970-71 and 4.6 per 
cent in 1971-72. The average 
compound rate of growth dur¬ 
ing these three years works out 
to 5.8 per cent per annum as 
against the target of seven per 
cent envisaged in the fourth 
Plan. 

The uptrend in exports has 
been maintained during the 
current year as well. Overall 
exports, including re-exports, 
during the first seven months of 
1972-7 3-April-October 1972— 
at Rs 1070 crores were higher 
by Rs 193 crores or by 22 per 
cent as compared to exports 
during the corresponding pe¬ 
riod in 1971-72. It is unlikely 
that the current rate of exports 
of 22 per cent would be main¬ 
tained in the remaining period 
of 1972-73. However, it is 
hoped that exports will be able 
to exceed the target of Rs 
1,760 crores fixed for the year. 

The above observations are 
contained in a note prepared 
by the Ministry of Foreign 
Trade for the Board of Trade’s 
meeting which was held in New 
Delhi early this month. The 
note is reproduced below'. 

India’s exports, including 
re-exports, witnessed a con¬ 
tinued rise since 1967-68. The 
exports, however, achieved a 
sizeable level in 1968-69, as can 
be seen from Table l given 
below :— 

From a level of Rs 1358 
crores in 1968-69, which hap¬ 
pened to be the base year of 
the current fourth five-year 
Plan, exports increased fur¬ 
ther to Rs. 1413 crores in 1969- 


70, to Rs 1535 crores in 1970- 
71 and to Rs 1607 crores in 
1971-72. 

Tabic I 

India's Exports (Including 
Re-exports) 1965-66-1971-72 

(Rs. crores) 


Year 

Amount 

1965-66 

1268t 

1966-67 

1157 

1967-68 

1199 

1968-69 

1358 

1969-70 

1413 

1970-71 

I53S 

1971-72 

1607* 

April-Oct. 1972 

1070* 

April-Oct. 1971 

877 


tin terms of post-devalued curre¬ 
ncy. 

* Including exports to Bangla¬ 
desh. 

With a change in the method 
of compilation of export statis¬ 
tics introduced in November 
1970, export not strickly com¬ 
parable with those for 1969-70 
or 1971-72. Statistics for the 
year 1970-71 arc however, in 
terms of absolute figures the 
growth of exports during 
the first three / years of the 
fourth five-year Plan has 
varied from 4.1 per cent in 

1969- 70 to 8.6 per cent in 

1970- 71 and to 4.6 per cent in 

1971- 72, giving an average 
compound rate of growth of 
5.8 percent per annum against 
the target of seven per cent 
rate of annual growth envi¬ 
saged in the fourih five-year 
plan. 

Performance in 1971-72* 

There was an unusual strain 
on India's resources during 
the year, as a result of factors 
leading to Indo-Pak hostili¬ 
ties. The growth rate of 4.6 
per cent achived in 1971-72, 
though not adequate in itself, 
has not yet been altogether 
without significance when viow- 
ed in the context of a number 
of strenous factors, both inter¬ 
nal and external, that faced the 
trade during the year. These 
factors included mainly (1) 

* The commodity-wise brci»k-up 
of expoits in 1971-72 relates to 
Xs 1559 crores which excludes sub¬ 
stantial exports (about Rs 38 crores) 
to Bangladesh for which details are 
awaited. 


contiuning shortages of 
domestic supply of certain 
basic raw materials (steel, non- 
ferrous metals, cotton etc.) 
needed for export production, 
(2) sluggish trend in industrial 
production, (3) transport bott¬ 
lenecks and dislocation in 
shipments due to Indo-Pak 
hostilities, (4) the Interna¬ 
tional monetary crisis which 
added to the uncertainties of 
foreign trade, (5) recession in 
world steel industry which 
afi'ccted exports of iron ore, 
ferro-manganese etc., (6) rest¬ 
rictive trade policies pursued 
by eertain developed count¬ 
ries and (7) inadequate ship¬ 
ping space and increasing 
freight rates. 


engineering goods, also suffe¬ 
red some decline. Acute shor¬ 
tage of steel In the country led 
to drastic cut in the exports of 
iron and steel which fell by 
as much as Rs 42 crores from 
Rs 67 crores in 1970-71 to 
Rs 25 crores in 1971-72. The 
same factor had also an ad¬ 
verse efTect on exports of engi¬ 
neering goods, while decline 
in iron ore and ferro-manga¬ 
nese owed largely to recession 
in world steel industry. Seve¬ 
ral set-backs in oilcakes was 
attributed to a number of fac¬ 
tors, such as, slump in inter¬ 
national prices, competition 
from soyabeen meal, higher 
freight rates and strong de¬ 
mand in the domestic markets. 


Jute manufactures, after hav¬ 
ing declined in the earlier few 
years, registered a substantial 
increase during 1971-72 largely 
as a result of interruption in sup¬ 
plies from Bangladesh to over¬ 
seas markets. Total exports of 
this item during the year at Rs 
265 crores were higher by 
Rs 75 crores as compared to 
1970-71. Items such as lea¬ 
ther and leather manufactures 
excl. footwear, tobacco, fish, 
cashew kernels, precious and 
semi-prccious stones, cotton 
apparel, etc, were also marked 
by significant increase in their 
exports during 1971-72. As 
against this, the export wit¬ 
nessed sizeable fall, particul¬ 
arly in respect of iron and 
steel, iron ore, ferro-manga¬ 
nese, oilcakes. Exports of 


Trends in 1972-73 

Along with the signs of some 
recovery in the Indian econo¬ 
my from the unusual strains of * 
the preceding year, the exports 
have also gained momentum 
during the current financial 
year —1972-73. 

e 

The trade position, known 
up to October, 1972 showed 
that India's oveali exports 
(including re-exports) during 
the first seven months of 1972- 
73 (i.c. April-Oct. 1972) at a 
total of Rs 1070 crores were 
higher by Rs 193 crores or by 
22 per cent as compared to the 
level of exports in the corres¬ 
ponding seven months of 1971- 
72. Commodity-wise details of 
export are not yet available for 


Table 11 

India’s Export’s (Including Re-exports) 

(Month-wise) (Rs Crores) 


Month 

1970-71 

1971-72 

1972-73 

April 

127.73 

121.84 

156.37 

May 

118.37 

128.74 

156.66 

June 

93.91 

119.09 

145.22 

July 

91.83 

148.89 

141.37* 

August 

129.01 

121.24 

163.89* 

September 

133.64 

116.84 

156.90* 

October 

155.99 

120.62 

149.85* 

November 

145.98 

130.55 


December 

151.64 

130.64 


January 

145.72 

142.29 


February 

102.39 

132.37 


March 

139.50 

159.11 


Total (April-March) 

1535.16 

1606.61 



NOTE:—Monthly total may not add up to the cumulative 
figures because of adjustments.. 

♦Provisional. 
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Table III 

India's Exports of Principal Items 


(Rs Lakhs) 


April-July Increase 

- during 

1970-71 1971-72 1972-73 1971-72 April-July 

Commoditx 1972 over 

April-July 

1971 


Tea 

Coffee 

Tobacco (unmanufactured) 

Oilcakes 

Cashew kernels 

Spices 

Pepper 

Cardamoms 

Fish 

Sugar 

l.ac 

Raw cotton 
Raw wool 
Iron Ore 
Manganese ore 
Mica 

Iron & steel scrap 

Cotton piecegoods (millmade) 

Cotton piecegoods (handloom) 

Cotton yarn 

Fabrics of artsilk & synthetic fibre and spunglass 

Cotton apparel 

Coir yarn & manufactures 

Jute manufactures 

Leather & leather mfrs. 

E.I. tanned hides & skins 
Chrome tanned 

Iron & steel prime excl. ferro-manganese & ferro-alloys* ** 
Footwear excl. rubber footwear 
Engineering goods** 

Ferro-manganese & ferro alloys 
Chemical & allied products 
Rubber mfrs. incl. crude rubber 
Handicrafts 

Pearls, precious & semi-precious stones 
Handmade carpet, druggets 

Grand Total (Incl. other Items and Re-Exports) 


14825 

15631 

3994 

3785 

-j-209 

2511 

2207 

930 

1275 

—345 

3140 

4225 

3205 

2811 

+394 

5542 

4015 

1687 

1460 

+227 

5207 

6135 

2624 

2111 

+513 

3881 

3618 

877 

1064 

—187 

1525 

1483 

389 

263 

+126 

1134 

820 

237 

216 

+21 

3128 

4199 

1934 

1023 

+911 

2757 

3003 

813 

2049 . 

—1236 

500 

659 

195 

230 

—35 

1395 

1664 

676 

545 

+131 

411 

342 

126 

119 

+7 

11728 

10470 

2719 

3164 

—445 

1398 

1060 

241 

366 

—125 

1556 

1538 

536 

591 

—55 

695 

200 

39 

95 

—56 

6758 

6663 

1997 

1755 

+242 

779 

995 

318 

269 

+49 

2059 

1578 

641 

454 

+187 

526 

749 

221 

284 

—63 

862 

1399 

966 

342 

+624 

1300 

1342 

341 

334 

+7- 

19044 

26528 

9672 

8349 

+1323 

7218 

9077 

4746 

2892 

+1854 

4475 

6427 

3049 

2027 

+1022 

2450 

2177 

1217 

738 

+479 

6720 

2558 

716 

1149 

—433 

1125 

1161 

363 

420 

—57 

13041 

11836 

4117 

3937 

+180 

J139 

294 

275 

209 

+66 

2936 

2758 

989 

959 

+30 

705 

766 

292 

217 

+75 

6966 

8174 

3171 

2471 

+1000 

4188 

5555 

2145 

1526 

+619 

1057 

1235 

560 

369 

+191 

1535J6 

155861 11 

60190 

51856 

+8334 


*This excludes substantial exports (approximately Rs. 38 crorcs) to Bangladesh for which commodity-wise break up is 
awaited. 

**Certain items of manufactures of Iron and Steel which used to be included in Iron & Steel have been shifted and added up to 
engineering goods from the year 1971-72. The previous years figures of both iron & Steel and engineering goods have been adjusted 
on the basis of this classification. 
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Table IV 


Region/major country 


Direction of Indio’s Exports 


1970-71 1971-72 


April-July 
1972 1971 


(Rs Lakhs) 


Rise (+) 
fall (-) 
April-July 
1972 over 
April-July 
1971 


AFRICA 

Kenya 

Nigeria 

Sudan 

Tanzania United Rcpubic 
Arab Republic of Egypt (ARE) 

AMERICA 
North America 
Canada 
USA 

Latin America 

Other American Countries 

ASIA & OCEANIA 

ECAFE 

Afghanistan 

Australia 

Burma 

Ceylon (Sri Lanka) 

Hongkong 

Iran 

Japan 

Korea, republic of 
Nepal 

Newzealand 

Singapore 

Bangaldesh 

Other Asia & Oceania Countries 

Iraq 

Kuwait 

Saudi Arabia 

EAST EUROPEAN COUNTRIES 

Bulgaria 

Czechoslovakia 

GDR 

Hungary 

Poland 

Romania 

USSR 

Yugoslavavia 
WEST EUROPE 
ECM Countries 
Belgium 
France 

Fed. Rep. of Germany 
Italy 

Netherlands 

EFTA COUNTRIES 

UK 

Other European countries 

Grand Total of Exports (Inch Re-Exports) 


139.29 
7,87 
8,62 

38,27 

4,39 

56,37 

245,64 

235.30 

27,96 

207,34 

8.31 
2,03 

487,51 

409,56 

14,15 

24.46 
14,03 
31,82 
17,17 
26,65 

203,48 

69 

23.46 
5,97 

17,63 

33 

77,59 

9,63 

15,74 

14,51 

362,43 

9,58 

29.46 

24,56 

13,78 

22,14 
13,70 

209,85 

39,36 

300,29 

98,61 

20,33 

17.98 

32.31 
14,01 

13.98 
189,38 

12,30 

1535,16 


132,06 

7.89 

9.89 

51,80 

4,14 

23,07 

317,87 

302,49 

39,41 

263,08 

12.58 

2,80 

448,51 

384,92 

9,84 

28,00 

10.78 
21,24 

15.79 
2,35 

181,26 

U7 

28,44 

10,29 

17,60 

41.36 

63.59 

10,00 

10,72 

11.13 

343.58 

15.48 

30.49 

17,97 
15,52 
19,91 

11.14 
208,70 

24.37 

326.59 
124,63 
24,33 

24.21 
37,10 

22.22 

14,76 

188,84 

13,12 

1606,61 


39.36 
2,28 
2,68 
6,64 

I, 85 

10.36 

112,56 

109,51 

11.14 

98.37 

2.29 
76 

175,76 

147,73 

2.49 

8,11 

2.44 
3,05 

5.49 

8,27 

62,83 

1,02 

II, 70 
3,08 
5,07 

27,27 

28,03 

4.68 

5.29 
4,47 

137,98 

7,89 

14,40 

4,12 

4,53 

11,74 

3,16 

88,45 

3.69 

136,24 

61,06 

7,78 

13.15 

20,42 
12,96 

6,77 

68,73 

57.29 

6.45 
601,90 


38,50 

2.78 

2,97 
13,06 
2,12 
8,08 

115,86 

111,20 

12,82 

98,38 

3,59 

I, 07 

150,14 
130,11 

3.79 

9.57 

3,42 

10,62 

5.46 

5.55 
56,12 

3,65 

9.46 

3,49 

5,73 

20,03 

3,22 

3.56 
3,05 

113,59 

4,25 

10,10 

7,99 

5,48 

5.15 

4.58 

66,37 

9,67 

100,47 

36,36 

7.16 

6,81 

II, 67 
6,55 

4.16 

60,31 
54,08 

3.80 

518,56 


-|-86 

-50 

—28 

—642 

—28 

-}-228 

-330 

—169 

-168 

-l 

-139 
—31 
+2562 
+1762 
-130 
-146 
- 98 
—757 
+3 
+272 
+6,71 
—2,63 
+2,24 
—41 
—66 
+2,27 

+8,00 

+1,46 

+1.73 

+1,42 

+24,39 

+3,64 

+4,30 

—3,87 

—95 

+6,59 

—1,42 

+22.08 

—5,98 

+35,77 

+24,70 

+62 

+6,34 

--8,75 

--6,41 

--2,61 

--8,42 

--3,21 

+2,65 

+83,34 
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this period; such details avail¬ 
able for a period of only first 
four months of 1972-73 showed 
that overall increase of Rs 83 
crores realised during April- 
July 1972 (as compared to 
April-July 1971) was contribut¬ 
ed mainly by items like leather 
and leather manufactures (+) 
Rs 18.5 crores, jute manufac¬ 
tures (+) Rs 13.2 crores, 
cotton textiles, mill-made, (4-) 
Rs 10.51 crores, fish (+) Rs 

9.1 crores, cashew kernels (+) 
Rs 5.1 crores, precious and 
semi-precious stones, (+) Rs 

6.2 crores. Another item of 
cereals and cereal preparations 
group also registered a marked 
rise at a total exports of Rs 22 
crores during April-June 1972 
(against only Rs2 crores dur¬ 
ing April-Juue 1971) largely as 
a result of substantial exports 
of foodgrains to Bangladesh 
(Table 11, p. 318). 

On the other hand, there was 
a considerable set back in the 
exports of sugar, iron ore, 
iron and steel etc. Lower out¬ 
put of sugar in the country 
has reduced the availability of 
this item for exports. In res¬ 
pect of iron ore, apart from 
some production difficulty at 
Bailadila and dislocation due 
to cyclone at Pardeep port, 
increased ocean freight rates 
also hampered the growth of 
this item. A decline in the 
unit value of exports of coffee 
seems to be an important fac¬ 
tor in the shortfall of exports 
of coffee in value terms during 
April-July 1972. Inadequate 
production is also a factor. 

Table III t p. 319) shows the 
value of exports in respect of 
selected items for the period 
April-July 1972 and the extent 
of increase or decrease regis¬ 
tered in these items as com¬ 
pared to exports in the corres¬ 
ponding period of April-July 
1971. 

Items showing Increase 
(value in Rs crores) 

Jute manufactures 96.7 
(+13.2), tea 39.2 (+2.1), cot¬ 
ton picec-goods mill-made 20.0 
(+2.4), cotton piecegoods 
handloom 3.2 (-[ 0.5), cotton 
yarn 6.4 (+1.9), cotton ap¬ 
parel 9.7 (- f-6.2), cashew ker¬ 
nels 26.2 (5.1), tobacco un¬ 
manufactured 32.1 (+3.9), oil 
cakes 16.9 (+2.3), fish 19.3 


(+9.1), raw cotton 6.8 (+1.3), 
leather and leather manufac¬ 
tures 47.5 (+18.5), pearls, 
precious and semi-precious 
stones 21.5 (+6.2), engineer¬ 
ing goods 41.2 (+1.8), chemi¬ 
cals & allied products 9.9 
(+0.3). 

Items showing Decline 
(value in Rs crores) 

Sugar 8.1 (—12.4), coffee 

9.3 (—3.5), spices 8.8 (—1.8), 
iron-ore 27.2 ("-4.4), man¬ 
ganese ore 2.4 ( 1.3), mica 5.4 
(0.5), iron & steel scrap 0.4 
(—0.6), iron & steel prime 
excl. ferro-manganese & ferro 
alloys 7.2 (—4.3), fabrics of 
artsilk & synthetic fibre & 
spun glass 2.2 (—0.6), foot¬ 
wear excl. rubber footwear 
3.6 (—0.6). 

Direction of Exports 

During April-July 1972, ex¬ 
ports to West Europe improv¬ 
ed by nearly Rs 36 crores, to 
east Europe by nearly Rs 24 
crores and to Asia and Oceania 

Santa Cruz 

electronics 

zone 

Details are now available of 
the facilities to be provided for 
the processing units to be set 
up in the Santa Cruz Electro¬ 
nics Export Processing Zone, 
the establishment of which was 
announced by the central go¬ 
vernment recently. 

The zone is being .located in 
an area of 100 acres, seven Kms 
from the International airport 
at Santa Cruz. Development 
work on the land is progress¬ 
ing and construction is expect¬ 
ed to commence in the near 
future. 

The main features of the 
zone will be as follows:— 

(i) The project is entirely ex¬ 
port oriented. The units 
admitted into the zone will 
be obliged to export 100 
per cent of their produc¬ 
tion entry of these pro¬ 
ducts into the rest of In¬ 
dia will be prohibited. 


by nearly Rs26 crores as com¬ 
pared to April-July 1971. Ex¬ 
ports to regions of America 
and Africa did not show any 
material change (see Table 
IV p. 320). 

The increase in exports to 
Asia was due mainly to Bangla¬ 
desh and partly to increased 
exports to Japan, Nepal and 
Iran etc. As against this, there 
was a sharp decline in the ex¬ 
ports to Sri Lanka which fell 
by Rs 7.6 crores (from Rs 10.6 
crores to Rs 3.1 crores). Off¬ 
take by Iraq, Republic of 
Korea was also lower. 

There was marked increase 
in the exports to USSR Ex¬ 
ports to Poland, Czechoslo¬ 
vakia, Bulgaria also registered 
increases while those to Yugo¬ 
slavia, Poland, German 
Democratic Republic and 
Rumania declined. A signi¬ 
ficant increase in the exports 
to west Europe was confined 
mainly to ECM area. There 


It is further intended to 
ensure that the net value 
added will be quite subs¬ 
tantial. 

(ii) The units in the zone are 
proposed to be given cer¬ 
tain facilities and conces¬ 
sions, such as in the mat¬ 
ter of import of raw ma¬ 
terials, components, capi¬ 
tal equipment, etc., as set 
out in Annexurc 1. 

(iii) The zone will help to 
raise the exports of elec¬ 
tronic equipment and 
components from India 
from the present level of 
$4 million to S 50 million 
per year in about four 
years. 

it will be ensured that the 
setting up of the Zone would 
not place at a disadvantage 
Indian companies already ex¬ 
porting similar products from 
the domestic tariff area, for 
example, they would be given 
preference for setting up units 
in the Zone. 

It is proposed to construct 
two three-story flatted factory 
buildings to house the industrial 
units which may be admitted 
to the Zone. An administrative 
block will also be constructed. 

The Zone will function un- 


was also some increase in x 
exports to the UK. 

Among varions items exports 
seem to have done particularly 
well in items of cotton textiles, 
leather & leather manufactures 
fish & marine products, cashew 
kernels etc. However, in view 
of recent conditions of 
droughts in certain parts and 
indications of weakening trend 
in jute manufactures and some 
other agricultural items, it is 
unlikely that the current rate 
of growth of exports of 22 per 
cent as witnessed during April- 
Oct. 1972 would be maintained 
in the remaining period of 
1972-73. However, it is hoped 
that overall exports would be 
able to achieve the target of 
Rs 1760 crores set for the 
year. The slackening ten¬ 
dency in the exports of growth 
items of non-traditional sector 
particularly engineering goods, 
chemical elements & com¬ 
pound, however* be viewed 
with concern. 


der the administrative control 
of the Ministry of foreign 
Trade, the overall control vest¬ 
ing in the Governing Body 
of the Santa Cruz Export Pro¬ 
cessing Zone Authority which 
will be headed by the Secretary, 
Ministry of Foreign Trade. 
The composition of the Zone 
Authority will be as indicated in 
Annexurc II. 

While the Governing Body 
will meet periodically to re¬ 
view the performance of the 
Zone, a Santa Cruz Export Pro¬ 
cessing Zone Board will be 
set up for tasking decisions at 
the government level. The 
Board will he headed by Addi¬ 
tional Secretary, Ministry of 
Foreign Trade. 

The items to be manufac¬ 
tured in the Zone will be selec¬ 
ted by the Department of 
Electronics. As already men¬ 
tioned, the entrepreneurs ad¬ 
mitted to the Zone will be given 
necessary facilities in the matter 
of imports of capital equip¬ 
ments, raw materials, etc. Care 
will also be taken to sec that 
suitable procedures arc estab¬ 
lished for the processing of app¬ 
lications for entry into the 
Zone, for industrial licences, 
for foreign collaboration, for 
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ANNEYUREII 


if xps, etc., expedi- 

* \ 

" ANNEXUREI 

^fcs and Facilities recom¬ 
mended for Santa Cruz Pro¬ 
cessing Zone 

1. Products manufactured in 
the Zone: 100 per cent will 
have to be exported. Net value 
added expectancy, i.e. fob 
value of exported products 
minus cif value of import con¬ 
tent, to be around 50 per cent 
of will have to be value of ex¬ 
ports on an average in en¬ 
tire operations of Zone and in 
no individual case will be 
allowed to face fall below a 
minimum of 20 per cent. 

2. Import of capital goods 
and equipment: These imports 
will be duty free, without rest¬ 
riction as to source of imports, 
subject to the clearance of the 
E.P. Zone Board. Applica¬ 
tions for import of capital 
goods upto a value of Rs 10 
lakhs, will be cleared by the 
E.P. Zone Board and no re¬ 
ference to the DGTD or C.G. 
Committee will be neces¬ 
sary. Where the value is 
more than Rs 10 lakhs, the 
clearance of DG11) will he 
given by the icprescntativc of 
that organisation on the E.P. 
Zone Board and the case will 
be processed further in accor¬ 
dance with the procedure to 
be worked out with the C.G. 
Committee. 

3. Imports of raw materials, 
components, spares, consum¬ 
ables, tooling and packaging ma¬ 
terials: These will be allowed 
free of customs and excise 
duties wilhout any restrictions 
as to source of imports. How¬ 
ever, clearance regarding indi¬ 
genous non-availability will 
be required. 

4. Supply of 2 and 3 above 
from India (domestic tariff area) 
Zone: These supplies will be 
treated as exports. Capital 
goods bought from the domestic 
area would qualify for sub¬ 
sidy as soon as production is 
established in the Zone. In 
other cases, this payment would 
follow the materialisation of 
exports. 

5. Exports from E.P. Zone: 
Central Excise duty and other 


levies will not apply on pro¬ 
ducts manufactured within the 
Zone. 

6. Land, water and power: 
(i) Entrepreneurs will get de¬ 
veloped plots of land or built- 
up sheds on lease basis on a 
fixed rent; (ii) They will be 
assured of adequate supply of 
water and power. 

7. Industrial licencing in the 
Zone: Entrepreneurs in the 
Zone will be governed by the 
provisions of the Industries 
(Development and Regulation) 
Act, 1951. 

8. Licences for raw materials: 
(i) Entrepreneurs will get ad¬ 
vance licences, for raw materials 
equal to 12 months' actual 
requirements as per installed 
capacity in the Zone, (ii) No¬ 
mination or transfer of licences 
issued in the Zone will not 
be permitted; nor will be 
permitted any diversion of 
components/materials for ma¬ 
nufacture party outside the 
Zone. 


9. Foreign exchnage for visits 
abroad: Special facilities of 
blanket permits of foreign ex¬ 
change will be provided for 
visits abroad. 

10. Disposal of waste, scrap 
and sub-standard goods: Sub¬ 
standard products and scrap - 
material will not be allowed to 
be sold in the domestic market 
under any circumstances. 

11. Non-resident entrepre¬ 
neurs: Those who bring their 
own foreign exchange will be 
allowed the following facili¬ 
ties: (i) repatriation of capital 
to be allowed according to the 
existing rules in India; (ii) re¬ 
patriation of profits after pay¬ 
ment of taxes to be freely 
allowed provided the repatri¬ 
able amount in any one year 
does not exceed hall* of the net 
export earnings; and (iii) fo- 
foreign exchange holdings will 
be permitted to be brought into 
the Zone. Each applicant will 
have to maintain a separate 
non-rcsidcnt account in respect 
of his operations in the E.P. 
Zone. 


- *i 

Composition of the Santa Cruz Export Processing Zone 
Authority 


(i) Secretary, Chairman 

Ministry of Foreign Trade 

(ii) Chairman, Member 

Electronics Commission'Secretary, De¬ 
partment of Electronics 

(iii) Secretary, Member 

Ministry of Industrial Development 

(iv) Secretary, Member 

Ministry of Finance 

(v) Secretary, Member 

Department of Economic Affairs 

(vi) Chairman, Member 

Central Board of Excise and Customs 

(vii) Deputy Governor, Member 

Reserve Bank of India 

(viii) Chief Controller of Imports and Exports Member 

(ix) Additional Secretary, Member 

Ministry of Foreign Trade 

(x) Secretary, Member 

Industries Department, Government of 
Maharashtra 

(xi) Executive Director, Member 

Trade Development Authority 

(xii) Development Commissioner, Member- 

Santa Cruz Export Processing Zone Secretary 
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Crocodile tears 


The new Railway Minister, Mr L.N. 
Mishra, blew both hot- and cold in his 
budget speech for 1973-74. Said Mr 
Mishra: “The country is passing through a difficult economic situation and 1 am an¬ 
xious that wc should do everything possible to lighten the load of the common man”. 
And to achieve this objective, he proposed a hike both in freight rates and passenger 
fares which would yield an additional revenue of Rs 44.35 crores. What a way to ligh¬ 
ten the burden of the common man! In this country today, the ministers hardly mean 
what they say. Mr Mishra is no exception. 
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The financial pundits in the Ministry of Railways extrapolated the likely revenue 
and expenditure for 1973-74 and came up with a deficit of Rs 19.34 crores. The new 
increases in freight rates and passenger fares were designed not only to cover this deficit 
but also to provide funds for financing the developmental works, repayment of loan 
instalment and interest charges on outstanding loans. All this arithmetic showed up 
a gap of Rs 8.65 crores which Mr Mishra expected the railways to make good by im¬ 
provement in earnings and improved operational efficiency. That an increase in earn¬ 
ings would result in the coming year is highly probable because the rate of growth in 
the coming year is highly probable because the rale of growth in industrial production 
has steadily picked up in recent months, but to expect the railways to improve its effi¬ 
ciency is nothing short of crying for the moon. Many a promise made in the past in 
this regard has yet to be fulfilled. 

The new load has been divided roughly equally between freight charges and pas¬ 
senger fares. The rise in freight rates consequent upon the rcclassilication of goods will 
raise the prices of oilcakes, firewood, charcoal, sugarcane, iron ore (other than export), 
gypsum, chemical manures, cement, caustic soda, manganese ore, pig iron, castor seeds 
paper and iron and steel. As a champion of the poor and the under-privileged, Mr 
Mishra stated that the increase in the freight rates of all these commodities would not 
hurt the monthly budget of the poor because it had been decided “to exempt a certain 
limited group of essential commodities, namely, foodgrains, salt and kerosene oil.” 
Here also Mr Mishra has done nothing more than shedding crocodile tears for the poor 
because, in his heart of hearts, he must be convinced that his proposed measures to in¬ 
crease the freight rates would add to the current inflationary pressure and the poor are 
not likely to have any respite from the crushing burden of rising prices. Surely, the 
increase in freight rates would not lighten the burden of the poor. 

In regard to the proposed increases in passenger fares, it can be said that the Rail¬ 
way Minister has tried to hurt the upper class passengers while the third class passengers 
have been let off lightly. The increase by 90 paise only in the third class fare between 
Delhi and Madras is surely modest, but the steep rise in the upper class passenger fares 
is the result of the soak-thc-rich mentality. In the process, the middle classes are also 
put under great pressure but who cares! Moreover, the debate over third class passen¬ 
ger fares--whether they should be increased or not, and if increased, by how much— 
is almost meaningless in view of the frightening overcrowding, the absence of 
amenities and the deplorable sanitary conditions in the trains as well as the railway 
stations. 

The recent pick-up in industrial production has found the raitways incapable of 
providing wagons wherever they are needed. Some of the industrial units have been 
blamed for not releasing the wagons quickly, bat the present transport bottlenecks can 
hardly be explained in these terms. The very fact that the Railway Ministry has only 
recently ordered 15,000 wagons over and above the earlier orders for 26,000 wagons 
shows that it is the short-sighted policy of the ministry which is responsible for the pre¬ 
sent transport bottlenecks. There might be a few solitary cases of slow release of wa¬ 
gons by some industrial units, but it would be wrong to blame the industry as a whole 
for such a lapse. The truth of the matter is that the orders for new wagons have been 
inordinately delayed for which no one but the Railway Ministry is responsible. 

The people in this country are justified in asking the railways to economise in 
expenditure and plug all leakages before imposing new burdens. The electrification of 
railways all over the world has brought down costs sharply through increased turn- 
round of wagons, but in this country the process of shedding the steam engines in favour 
of dieselisation and electrification has been very slow. On top of that, the loss of reve¬ 
nue through thefts and tickctlcss travel is of no mean magnitude. Perhaps it would be 
worthwhile for Mr Mishra to devote more attention'to these aspects instead of taking 
. to the easy course of increasing freight rates and passenger fares. 
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A sensible 

decision 

The government of India’s decision to 
maintain the present arrangement in 
regard to the exchange value of the rupee, 
which was evolved in December, 1971, is 
sensible indeed for, with a number of im¬ 
portant currencies including the Japanese 
yen, the British pound and the Swiss 
franc floating after the 10 per cent deva¬ 
luation of the dollar last week, and the 
presentation of the union budget hardly a 
few days ahead, a correct decision on a 
fixed-parity of the rupee was not only 
extremely difficult but also uncalled for. 
Under the December, 1971, arrangement, 
the rupee is unofficially linked to the 
pound sterling. Since sterling is floating 
at present, the rupee also floats with it. 

The central rate of exchange of our 
currency has been maintained at 18.9677 
rupees a to pound sterling, the rate fixed un¬ 
der the Smithsonian Agreement over inter¬ 
national currencies following the previous 
devaluation of the dollar. The exchange 
value of the rupee can be allowed to 
fluctuate both ways, in terms of this 
agreement, within 2.25 per cent of the 
central rate. The cross rate of 18.80 
rupees to a pound sterling, which was 
prevalent before the devaluation of the 
dollar last week, is also being stuck to. 
This rate is about one per cent lower 
than the central rate. 

Since, following the 10 per cent deva¬ 
luation of the dollar, the pound sterling 
has appreciated vis-a-vis the new dollar 
rate by about 3.7 per cent, the rupee also 
has been revalued to that extent. Official 
circles believe that this will not have any 
significant adverse impact on our exports 
to the United States and the other dollar 
area countries, which among them 
accounted for nearly 29.7 per cent of our 
exports in 1970-71. But, as the most 
important item of our exports to the US 
is jute textiles, which is very sensitive to 
price fluctuations owing to the competi¬ 
tion from substitutes, the situation will 
have to be watched very carefully. Should 
exports of jute textiles tend to suffer, 
internal taxes on them will have to be 
suitably adjusted expeditiously. 

Our trade with the sterling area should 
not be affected at all because of the 
linkage of the rupee with the pound 
sterling, barring, of course, the impact 
which the entry of the United Kingdom 
into the European Economic Community 
will have on our export prospects to this 
country. The major development in 
respect of our trade with the UK which, 
however, will have to be closely watched, 
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is the decision which Sri Lanka, takes 
on the exchange rate of its currency. Sri 
Lanka, like us, is a major exporter of 
tea. If it devalues its currency, our tea 
exports will suffer a setback. In 1970-71, 
nearly 32.1 per cent of our exports were 
invoiced in pound sterling. 

So far as rupee trade is concerned, the 
present arrangement should not have any 
effect on it at all. Exports in 1970-71 to 
the extent of nearly 38.2 per cent were 
invoiced in rupees. With the Japanese 
yen and the West German D'mark having 
appreciated vis-a-vis the dollar to a much 
greater extent than has been the case with 
our rupee, the exports of those items from 
our country which face a stiff competition 
from Japan and West Germany, particu¬ 
larly engineering goods, should be helped 
to some extent. Our exports to West 
Germany and Japan also ought to get 
some fillip. But the most significant 
impact of the appreciation of the yen will 
be on our exports of iron ore to Japan. 
Already, owing to the Japanese steel 
industry having been affected adversely as 
a result of the weakening of the dollar in 
the last 14-15 months, our exports of iron 
ore have suffered. It remains to be seen 
how Japan braces itself to the new 
situation. 

Besides the performance of our external 
trade, an important consideration which 


Revenue 
sharing 
with states 

Even in normal times, the task of a 
finance commission is unenviable, be¬ 
cause, in its attempt to hold the scales 
even as between the claims of the centre 
and the states, on the one hand, and as 
between the states themselves, on the 
other, it cannot but displease one or the 
other. The task of the sixth Finance 
Commission, headed by Mr Biahama- 
nanda Reddy, is made even more un¬ 
enviable in that it has been set up at a 
time when the country is beset with a 
host of financial problems and has, there¬ 
fore, been asked to look into and make 
recommendations on certain new 
matters —besides the routine allocation of 
tax revenues--such as non-Plan capital 
gaps of the states and their general debt 
position with particular reference to the 
central loans, policy regarding the financ¬ 
ing of relief expenditure by the states 
affected by natural calamities,^ and estab¬ 
lishment of ajiational relief fund, among 
others. The^ problem also bristles with 
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should weigh with the union government 
when, with the clearing up of the present 
confusion in the international monetary 
system, the time comes in the next few 
weeks for taking a firm decision on the 
exchange value of the rupee, is the burden 
of the external debt which we have con¬ 
tracted in the last 15-16 years. This debt 
went up steeply following the devaluation 
of the rupee in 1966. An overwhelming 
proportion of this debt being in dollars, 
the external debt will become lighter to 
the extent the rupee appreciates vis-a-vis 
the US currency. 

The key to the international monetary 
crisis obviously lies in an improvement in 
the US balance of payments which has 
been running in heavy deficit for the past 
several years. It i$ difficult to say at the 
present juncture whether the 10 per cent 
devaluation of the dollar and the appre¬ 
ciation of the yen and the D'mark will 
rectify the situation to the desired extent. 
The US exports, because of their high 
costs, may not prove to be very much 
clastic. On the other hand, the demand 
in the US market for Japanese and 
German goods may not be very sensitive 
to increase in prices. If the US balance 
of payments position, thus, does not get 
corrected and a solution is not found out 
for the unwanted flow of dollars outside 
that country, stability in the world mone¬ 
tary system will not be restored. 


difficulty, because while practically all 
avenues of taxation and resource-raising, 
both at the central and the states’ level, 
have been exhausted, we have yet to see 
the beginning of the end of expenditure 
limits stemming from facile election pro¬ 
mises and faddist ideological adventures. 

By and large, the functions and duties 
of the states have been increasing in depth 
and in diversity alike, thanks to our five- 
year Plans. In order to implement the 
programme under these Plans, the states 
have to shoulder steadily rising responsi¬ 
bilities in almost every field-industrial, 
agricultural, environmental and infra¬ 
structural. And they can do so only to 
the extent to which they can master 
resources on their own as well as by way 
of receipts on account of their share of 
sharablc taxes and loans or grants from 
the centre. It is true that not all the 
states have made every effort feasible to 
raise their tax revenues. Most, if not 
nearly all of them, have failed, for exam¬ 
ple, to tax an important sector of the 
economy, that is the rural sector, for 
mobilising resources. But for this, it is 
not incorrect to assert as, indeed, state 
after state has been doing in their respec¬ 
tive memorandum to the sixth Finance 
Commission, that there is little or no 
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scope at all for further increasing their 
own revenue. 

. Nor could there be any dispute about 
the other contention of the states that the 
sources of revenue available to them are 
not very elastic. Then, for no fault of 
their own, state governments are frequent¬ 
ly obliged to raise the emoluments of 
their employees in the wake of the 
government of India’s decisions to imple¬ 
ment the recommendations of pay com¬ 
missions or bonus commissions. And, 
finally, when prices rise for reasons 
beyond the control of state governments, 
their earlier expenditure estimates go 
awry. All of these lead to but one in¬ 
evitable conclusion, namely that the total 
transfer of resources from the centre to 
the states during the five years 1974-79 
must increase and increase substantially. 
At the same time, as the Indian Mer¬ 
chants’ Chamber, Bombay has pointed 
out in its memorandum to the sixth 
Finance Commission, the question of 
adequacy or otherwise of the resources 
available 10 the states and the pattern of 
expenditure by them should also be sub¬ 
jected to a review by a high-level expert 
body. If this body could be set up early 
and made to function simultaneously with 
the sixth Finance Commission, the 
government of India would be in a posi¬ 
tion, when examining the report of the 
Brahmananda Reddy Commission, to 
have a look at the findings of this high- 
level expert body as well and take reason¬ 
ably satisfactory decisions. 

Once the thesis that the total transfer 
of resources from the centre to the states 
must be increased substantially is accept¬ 
ed, it follows that the states' share of the 
net proceeds of taxes must be raised. 
Indeed, this is the case which most state 
governments have made out in their 
respective memorandum to the sixth 
Finance Commission. The Maharashtra 
state government, which recently met 
the chairman and members of the Com¬ 
mission, has also stressed this point. As 
regards the percentage of the net pro¬ 
ceeds of income-tax to be assigned to the 
states the memorandum of the Mahara¬ 
shtra government has ably argued out 
its case for an increase and urged the 
Commission to increase the states' share 
in the divisible pool to 90 per cent. It is 
significant that the Indian Merchants' 
Chamber also has made a similar sugges¬ 
tion. This share was first fixed at 50 per¬ 
cent by Sir Otto Niemeyer and raised to 
and retained at 75 per cent by the last two 
commissions. ‘‘In view of the mounting 
expenditure on providing and maintaining 
social overheads the responsibility for 
which is squarely on the states”, the 
Mahrashtra memorandum has pointed 
out, “there is an imperative need to step 


up the states’ share in the divisible pool 
of income-tax proceeds”. 

This is a legitimate demand for a num¬ 
ber of reasons. In the first place, as bet¬ 
ween corporation tax which goes wholly 
to the centre and income-tax, the net 
proceeds of which are to be shared bet¬ 
ween the centre and the states in the 
proportion of 25 per cent and 75 per cen t, 
respectively, the rate of growth for over 
the last 10-12 years has shown that it is 
more in the former case than in the latter. 
And this tendency is expected to continue, 
if not become more pronounced, especial¬ 
ly after the proposed ceiling on incomes 
materialises, which means that the corpo¬ 
ration tax has been growing at the cost of 
income-tax, or, to put it differently, the 
greater beneficiary is the centre. 

Secondly, besides corporation tax and 
the tax on union emoluments (which are 
reserved to the centre), the centre also has 
been appropriating the entire surcharge 
on income-tax, which far from being a 
temporary one as was claimed when it was 
first introduced, has come to stay more or 
less as a permanent feature. Here, again, 
the objection is that it restricts the scope 
for increasing the rates of income-tax, the 
net proceeds of which have to be shared 
by the centre with the states. On the basis 
of the 1972-73 budget estimates, the 
Maharashtra memorandum has calculated 
that the proceeds of the tax on union 
emoluments (which the centre has success¬ 
fully resisted from being added to the 
divisible pool) and surcharge on income- 
tax amount to as much as 9.2 per cent of 
the total income-tax proceeds. The loss 
to the total divisible pool on account of 
the income on union emoluments and 
pensions in 1972-73 amounts to no less 
than some Rs 21 crores, it is noted. 
This, added to its share of 25 per cent 
in the divisible pool of the net proceeds 
of income-tax, naturally places the centre 
in a far more comfortable position than 
the states. 

Thirdly, there is one more item that is 
excluded from the divisible pool, namely 
the interest on arrears of income-tax 
when recovered. And this too happens 
to be a fairly substantial amount. Accord¬ 
ing to the Report of the Controller and 
Auditor General of India for 1969-70, the 
interest on the gross arrears in respect of 
the corporation tax and the income-tax 
in that year was Rs 51.50 crores! It is 
only fair that this should be treated as a 
part of the divisible pool. 

There is yet another consideration why 
the states’ share of the net proceeds from 
income-tax should be raised. It is the 
early prospect of the effect of the inclu¬ 
sion of advance tax collections in the 


divisible pool evening out. The increase 
in the size of the divisible pool, it may 
be recalled, particularly weighed with the 
fifth Finance Commission is not recom¬ 
mending any increase in the share of the 
states in the net proceeds of income-tax, 
a consideration that may soon cease to 
hold good. 

The next question that arises, and this 
has naturally been raised in both the 
Maharashtra memorandum and the IMC 
memorandum, is the basis of distribution 
of the divisible pool of tax on income 
among the states. The two generally 
accepted relevant criteria for this are 
contribution (or collection) and popula¬ 
tion. It is interesting to note that the 
basis of distribution of the divisible pool, 
which began with only 20 per cent of 
population in 1947, has steadily risen to 
90 per cent while the share of collections 
has declined from 35 per cent in 1947 to 
just 10 per cent. According to both 
the Maharashtra and the IMC memo¬ 
randum, the basis of population ought 
to be only a residual- and balanc¬ 
ing factor. Also the high percentage 
assigned to population may have an 
adverse effect on the national programme 
of family planning, fears the former. The 
case for a higher weightage was force¬ 
fully put by the third f inance Commis¬ 
sion when it raised the percentage from 
10 to 20. Those arguments are valid 
even today, perhaps more so with the 
further growth of industries in the already 
highly industrialised states. In the opinion 
of both the IMC and the Maharashtra 
government, any scheme of distribution 
among the states should give a weightage 
of at least 40 per cent to the factor of 
contribution and not more than 60 per 
cent to that of population. 

In regard to the union excise duties, 
again, the IMC and the Maharashtra 
government hold more or less identical 
views. In sum, the state government 
wants(I) the entire net proceeds, both 
from the basic excise and the special 
excise duties, to be shared with the states, 
(2) the states' share in the divisible pool 
to be raised to 33-1/3 per cent (IMC 
wants this to be even higher—35 per cent) 
and (3) the states' share of the divisible 
pool to be distributed among them on 
the basis of urban and other populations 
in the ratio of 30 ; 70. In this connec¬ 
tion, both the memoranda refer to the 
need for collection of data relating to 
consumption, as consumption is the only 
appropriate basis for the distribution of 
the proceeds of excise duties. However, 
in the absence of such data, population 
should be adopted as the basis with due 
weightage given to urbanisation. 

As regards additional excise duties, the 
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Maharashtra government has urged the 
sixth Finance Commission to recommend 
distribution of the proceeds in excecs of 
the guaranteed amounts on the basis of 
the population of sales-tax revenue realis¬ 
ed in each state to the total sales-tax. 
collections in all the states taken together. 
The IMC\ on the other hand, wants this 
also to be distributed on the basis of 
consumption or, in the alternative, in the 
same proportion as the guaranteed 
amount of each stale bears to the aggre¬ 
gate guaranteed amounts. 

The present arrangement in regard to 
the distribution of revenue from estate 
duty seems to have worked satisfactorily 
according to the IMC. The Maharashtra 
government feels that the present Finance 
Commission would adopt the same proce¬ 
dure in arriving at the percentage share 
attributable to the union territories as at 
present under clause (2) of Article 269 of 
the Constitution. So both are reconciled 
to status quo on this front. 

in the matter of grants-in-aid also both 
the memoranda are agreed that the pro¬ 
ceeds of wealth tax on agricultural pro¬ 
perty should be distributed to the states 
in proportion to the gross value of agri¬ 
cultural wealth located i»' each state. On 
grants in lieu of tax on railway passenger 
fares, while the JMC has no changes to 
suggest, the state memorandum has urged 
the Commission to lix the quantum of 
grant at Rs 55.58 crores per annum for 
the period 1974-79. This is based on the 
argument that even if the Railway Passen¬ 
ger Fares Act, 1957, had not been repeal¬ 
ed, the yield from the tax on the estimat¬ 
ed passenger earnings in 1976-77 would 
be Rs 55.58 crorcs. 

On the question of allotment of grants 
to the states under Article 275 of the 
Constitution, while the IMC memorandum 
has noted that the needs of even indus¬ 
trially advanced states in respect of im¬ 
provement of communications and provi¬ 
sion of economic overheads, especially 
in the underdeveloped and backward 
areas, should receive attention, the 
state government has urged that these 
grants-in-uid should be recommended 
“not only to cover the gap in revenues 
on non-Plan revenue account but also as 
an incentive for prudent management of 
their finances as reflected in tax effort, 
economy in expenditure etc" and that 
“they should also be given for meeting 
expenditure on the special problems of 
the? states". Furthermore, it has sugges¬ 
ted to the Commission that the latter 
“should recommend to the President 
sanction of grants to the states, whenever 
necessary, to meet the extra burden on 
account of any increase in the rates of 
dearness allowance to their employees 
and those of the the aided institutions 


given as a result of increases sanctioned 
by the centre to its own employees". 

A review of the states' debt position 
shows how heavily indebted the slates 
have become. In the last decade espe¬ 
cially, there has been a substantial in¬ 
crease in the states’ debt from Rs 2,739 
crores in 1960-61 to Rs 8,718 crores in 
1970-71. The debt is expected to go up 
to Rs 9,963 crores in 1972-73. Much of 
the debt (73.5 per cent) represents loans 
from the centre. Along with the increase 
in debt, the burden of interest charges 
has mounted, so much so that the re¬ 
payment of principal and payment of 
interest on the central loans only now 
exceed the receipt of loans from the 
centre, even worse than the position of 
the government of India vis-a-vis its 
foreign debt. If the states have to get 
any relief, the whole pattern of financial 
assistance by the centre to the states needs 
to be recast to distinguish between loans 
against productive schemes and those 
used for non-productive purposes. As 
the IMC suggests, the sums which are 
given to the states for relief expenditure 
and as loans lor provision of economic 
overheads and social overheads should be 
treated as capital grants. The Maha¬ 
rashtra government's specific submission 
is that “that portion of the outstanding 
loans to be linked to the productive 
schemes should be treated as one conso¬ 
lidated loan bearing a rate of interest not 
exceeding 3.5 per cent per annum repay¬ 
able over a period of 25 years and that the 
recovery of the balance of the outstanding 
loans should be waived”. It also wants 
that, in future, assistance to states in 
the form of loans should be confined to 
productive schemes only and further that 
financial assistance given to the slates for 
carrying out schemes other than produc¬ 
tive should be in the form of capital 

Power rationing 
in W. Bengal 

Tm: scheme of power rationing introdu¬ 
ced by the government of West Bengal 
since January 3 this year seems, on the 
whole, to be working satisfactorily. 
Under the West Bengal State Electricity 
(Maintenance of Supply) Order, which 
extends to the whole of licensed area of 
supply of the Calcutta Electric Supply 
Corporation Ltd, restrictions have been 
imposed on the use of power by indus¬ 
trial and domestic consumers. The indus¬ 
trial consumers taking supply of elec¬ 
tricity at 3,300 volts and above, shall 
not consume energy for industrial pur¬ 
pose between 2 a.m. and 10 p.m. on 
weekly off-days as specified in the order 
and shall so regulate their drawal of 


grants. Maharashtra also wants small 
savings loans outstanding with the states 
to be treated as unfunded debt. It has 
further urged the Finance Commission * 
to make any changes in the existing terms 
of repayment of central loans applicable 
to all the states uniformly, irrespective 
of their financial position. 

The proposal regarding a national fund 
for relief has not found favour with eit¬ 
her the IMC or the state government. 
Both visualise financial difficulties in res¬ 
pect of assistance from such a fund, 
as the relief expenditure arising out of 
such assistance will not generate any 
productive assets out of which to repay 
the loans. 

In conclusion, it is perhaps pertinent 
to recall what President Nixon told the 
US Congress recently about the need to 
take a strong stand against overgrown 
government. He said : “We are not 
spending the federal government’s money, 
we are spending the taxpayers’ money, 
and it must be spent in a way which 
guarantees his money’s worth and yields 
the fullest possible benefit to the people 
being helped". He also added : “The 

answer.is not higher taxes and 

more spending. It is less waste, results 
and great freedom lor the individual—to 
earn rightful place in his own community 
and for states and localities to address 
thier own needs in their own ways, in 
the light of their own priorities. By 
giving the people and their locally elec¬ 
ted leaders a greater voice through chan¬ 
ges such as revenue sharing and by say¬ 
ing ‘no’ to excessive federal spending 
and higher taxes, we can help achieve 
the goal". Can the sixth Finance Com¬ 
mission-presuming it would endorse 
this view—make a similar submission to 
the government of India ? 

electric power that their maximum de¬ 
mand in any 60 minutes shall not exceed 
the limit of permissible off-take. No 
person shall operate pumps for domestic 
purposes between 9 a.m. and 12 noon and 
5 p.m. to 9 p.m. on any day of the 
week. Restrictions have been imposed 
also on the operation of air-conditioners 
for domestic purposes and on neon signs 
and other high power advertisement signs. 
About 70 categories of consumers have 
been exempted from the rationing scheme: 
these include defence establishments, 
newspapers, cinema houses, and hotels. 

The state government has advised indus¬ 
tries to avoid, as far as possible, idle 
running of plant and simultaneous start¬ 
ing of machinery so as to keep to the 
minimum non-essential lighting, heating 
and other auxiliary loads ; to restrict the 
use of power for water and other services 
to the off-peak hours; and to rationalise 
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the manufacturing processes involving 
numerous separate operations in order 
to achieve a reduction in the off-take of 
power during the peak hours. The 
government expects that with the scheme 
of power rationing, it would be possible 
to make up the daily shortfall of 55 mw, 
against the demand of 569 mw in the Grea¬ 
ter Calcutta area. In the initial stages, the 
scheme caused some dislocation to pro¬ 
duction in certain industries. A few 
jute mills had to declare lock-outs or 
closures, while in some other industries 
production and productivity suffered due 
to lack of power. But the position is 
said to have improved now as the state 
government has been able to sort out 
these problems. The government, how¬ 
ever, ought to continue to be alert and 
should speedily and sympathetically look 
into the grievances of industrial con¬ 
sumers arising from the irregular supply 
of power. In the recent years. West 
Bengal’s major industries have been hit 
severely by the persistent shortage of 
electricity. For example, between Janu¬ 
ary and September last year, the jute 
industry lost 30,000 tonnes of produc¬ 
tion, valued at Rs 11.10 crores, including 
Rs 6.66 crores in foreign exchange. 


It is relevant to note tnat west Bengal 
has not been able to electrify even 10 
per cent of its villages, while many other 
states have been able to achieve impressive 
results in this regard. The West Bengal 
government first announced its intention 
to implement the scheme of power ration¬ 
ing till the end of March this year. But 
it has been decided to extend it till the 
end of October. The government seems 
to think that with the onset of next 
winter, the supply position would im¬ 
prove. 

But it is necessary for the state govern¬ 
ment to make energetic efforts to aug¬ 
ment the generating capacity substantially 
and increase production. The demand 
for power in West Bengal is bound to 
expand rapidly in the coming months due 
to the growth of new industries, the 
modernisation of agriculture and the 
electrification of rural areas. Table 1 
below shows the estimate of demand for 
electricity within the West Bengal State 


Electricity board supply system. 

The figures given in Table I are exclusive 
of the demand for power from the 
Calcutta Electric Supply Corporation 
and the Damodar Valley Corporation. 
If this demand is also included, the esti¬ 
mate as given by West Bengal’s Planning 
Board, will be as indicated in Table H. 

The estimated deficit is 431 mw for 
1973-74 and 1851 mw for 1978-79. The 
government for West Bengal, therefore, 
should shed all complacency and make 
systematic efforts for augmenting power 
supply by expediting the various schemes, 
now under implementation, for generat¬ 
ing more power and by maintaining the 
existing plants at the highest level of 
efficiency. Meanwhile, the state govern¬ 
ment should enforce the power rationing 
scheme with sympathy and imagination 
so that industries can carry on produc¬ 
tion without interruption and the citizens 
can avoid the rigours of the severe 
summer. 


table l 

Demand of Electricity in the West Bengal State Electricity Board Supply System 

(in mws) 


The government of West Bengal has 
claimed recently that the power situation 
in the state has not been so bad as in 
some other states. West Bengal, for 
instance, stands fourth in the country in 
installed plant capacity; its capacity 
aggregates to 1,214 mw, compared to 2,180 
mw in Tamil Nadu, 2,149 mw in Maha¬ 
rashtra, and 1,511 mw in Uttar Pradesh, 
the all-India figure being 15,470 mw. In 
terms of installed capacity per square 
kilometre. West Bengal stands first in 
India with 17.80 mw. With reference to 
installed capacity per 1,000 of popu¬ 
lation, West Bengal stands fifth with 
35.39 mw, compared to 51.58 mw in 
Haryana, 42.29 mw in Punjab, 46.63 mw 
in Tamil Nadu and 37.34 mw in Maha¬ 
rashtra. In total energy consumed. West 
Bengal comes second with 4,710 million 
Kwh, the first being Maharashtra with 
7,079 million Kwh. In energy consumed 
per square kilometre. West Bengal's figure 
is 53,760 Kwh, compared to the all-India 
average of 12,539 Kwh. In respect of 
energy consumed per 1,000 of population. 
West Bengal comes fifth with 106,909 
Kwh, the first being Punjab (184,044 
Kwh), Maharashtra (143,358 Kwh), 
Tamil Nadu (120,508 Kwh), and Guja¬ 
rat (113,829 Kwh). 

.These statistics seem to indicate West 
Bengal's confortable position in regard to 
power supply as compared to other 
states. But the fact is that the availa¬ 
bility of power in West Bengal has been 
inadequate even for its current needs. 



1973-74 

1974-75 

1975-76 

1976-77 


South 

Bengal 

North 

Bengal 

South 

Bengal 

North 

Bengal 

South 

Bengal 

North 

Bengal 

South 

Bengal 

North 

Bengal 

1. Installed 
capacity 

584 

38 

584 

38 

584 

39 

1024 

39 

2. Firm 
capacity 

335 

24 

335 

26 

335 

28 

444 

28 

3. Import 

175 

7 

234 

9 

238 

10 

238 

11 

4. TOTAL of 
2 & 3 

510 

31 

569 

35 

573 

38 , 

682 

39 

5. Demand 

672 

52 

897 

62 

1028 

71 

1151 

80 

6. Deficit 
(Difference 
between 

5 &4) 

162 

21 

328 

27 

455 

33 

469 

41 


table II 


Demand of Electricity in West Bengal inclusive of Calcutta Electric Supply 
Corporation and Damodar Valley Corporation 

(In mws) 



1973-74 

1978-79 

Demand for power in South Bengal 

1,306 

3,601 

.North Bengal 

56 

106 

Total demand Tor West Bengal 

1,362 

3,707 

Firm availability of power 

931 

1,856 

Deficit 

431 

1,851 
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Oil in the 

fifth Plan 

The inauguration of the oil berth in 
the Madras outer harbour—constructed 
at a cost of Ks 24 crores -by the union 
Minister for Shipping, Mr Raj Bahadur, 
marks an important milestone in the 
history of our oil refining industry. With 
the facility provided by this new poit. 
large-si/ed tankers can now be berthed 
in the outer harbour to ensure regular 
supplies of crude oil to the Manali re¬ 
finery. With a better use of the capa¬ 
city of this refinery, the througput can 
be increased to even 2.8 million tonnes 
against the rated capacity of 2.5 million 
tonnes, and larger quantities of higher 
grade petroleum products made avail¬ 
able to different classes of consumers. 
The increase in the throughput by over 
300,000 tonnes has been made possible 
by the debottlenecking operations re¬ 
cently carried out with the installation 
of balancing equipment of Rs 20 
lakhs. 

As the Cochin refinery also will be 
completing its scheme lor expanding 
its capacity by one million tonnes to 
3.5 million tonnes by the middle o» 
this year, it would be possible to over¬ 
come to some extent the adverse eifcct.; 
of the restriction of the throughput oi 
the refineries m the private sector. It is 
however, likely, that tneic will be an 
increase in consumption of petroleum 
products in 1973 by over 2j- million 
tonnes, especially as thcic will be an 
acute shortage of power in the first half 
of 1973 and kerosene, diesel oil and 
gasolene may have to be used in large 
quantities for operating puiupsets and 
the like. The additional capacity of 1.3 
million tonnes pertaining to the Mudr.is 
and Cochin refineries may Ihcrcfoi c 
meet only 50 per cent of the anticipated 
increase m consumption and necessitate 
large imports of petroleum products. 

How is the government purposing to 
overcome the effects of delays in 
creating additional capacity? 1 he 
actual quantity of refined pioducts cor* 
sumed in 1972 was probably around 23 
million tonnes, consisting of 20 million 
tonnes of indigenously processed pro¬ 
ducts based on imported anc*. indigenou.. 
crude and three million tonnes of im 
ported products. Assuming that there 
will be an annual growth of H) per cem 
in the next su years, the total re¬ 
quirements or petroleum products by the 
end of the filth Plan may be 38-4^ 
million tonnes. The target for the next 
Plan has. however, been fixed lower at 
36 million tonnes. What is more, the 
bulk of the additional capacity to be 
created in the next six vears will be on 
account of the huge refinery at Mathu- 
£ ASTERN ECONOMIST 


ra (in HP) which will be capable of a 
throughput of six million tonnes, and 
another coast-based refinery at Gca 
which will have an initial rapacity of 
four million tonnes. The other projects 
relate to the expansion of the capacity 
of the Koyali refinery to 5.5 million 
tonnes from 4.3 million tonnes, 
an increase in the throughput of 
Barauni to 3.4 million tonnes from 2.2 
million tonnes and the cr.tablishmcrt 
of an industrial refinery at Bongaigaon 
(in Assam) with a capacity of one mil¬ 
lion tonnes. With the existing installed 
capacity around 23.5 million tonnes, 
including the revised capacity of the 
Madras unit and the expansion scheme 
of the Cochin refinery, there can, thus, 
be a growth in capacity to a little over 
38 million tonnes by 1978-79. O.i 
paper, therefore, there should not be 
any difficulty In meeting the anticipated 
growth in demand by 1978-79. 

In view, however, of the deiays in 
importing crude on account of difficul¬ 
ties in chartering tankers ant unloading 
at ports due to inadequate terminal faci¬ 
lities, it will be advisable to proceed on 
the basis of a target of 40 million tonn¬ 
es capacity. Even if there was a deli¬ 
berate attempt on the part of the gov 
ernment to discourage consumption of 
petroleum products by providing the 
necessary incentives for the use of coal 
and electricity, the growth rate is unlike¬ 
ly to slow down significantly. Apart 
from a higher level of industrial con¬ 
sumption, there is bound to be an Ca- 
plosion in road traffic and :m intensive 
implementation of schemes for the dic- 
selisation of railways. 

Even with the commissioning of the 
Haldia refinery by the end of this year 
and the completion of the modifications 
to the Barauni refinery, the total capa¬ 
city will not increase to more than 27 
million tonnes by the end of 1974 and 
the effective capacity available will be 
only about 25 million tonnes, if the exis¬ 
tence of “clandestine” capacity of the 
refineries in the private sector is not 
taken into account. By the end of next 
year, consumption would have risen to 
29 million tonnes, leaving a gap of four 
million tonnes to be met by imports or 
of at least two million tonnes if the gov¬ 
ernment is successful in the meantime 
in concluding a satisfactory arrange¬ 
ment with the foreign oil firms for revis¬ 
ing their refinery . agreements and for 
regularising capacity created in a “clan¬ 
destine” manner. 

What is however important to note is 
the fact that after 1974. only the ex¬ 
pansion of the capacity of Koyali to 
5.5 million tonnes from 4.3 million tonn¬ 
es will remain to be implemented and 
that the Bongaigaon refinery will not be 
helpful in augmenting the availability 
of petroleum products as its operations 
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will be designed to meet the needs of 
many downstream petrochemical units. 
It is, therefore, unlikely that imports of 
refined products, currently in the region 
of three million tonnes, can be reduced 
significantly in the coming years. In¬ 
deed. there is a prospect of a big 
rise in thess imports in 1975-76 
and 1976-77 as the expanded capa¬ 
city of Koyali is unlikely to fruc¬ 
tify at an early date in the absence 
of arrangements for crude through a 
pipeline from a port or; the Kulch coast. 
It has been proposed that the pipeline 
feedings Matnu r a will also serve Koyali. 
Unless this project takes shape, additio¬ 
nal refining capacity in the north-western 
region will nor be of any use. It will not 
be correct to expect that the Mathura 
refinery and its connecting pipeline faci¬ 
lities can be completed before 1977 at 
the earliest. 

In view of the likelihood of a big in¬ 
crease in imports of refined products in 
1975-77 and the delays that might be 
encountered in implementing the Ma¬ 
thura project, it will be advisable to 
accord higher priority to the Goa pro¬ 
ject which will have an initial capacity 
of four million tonnes and complete it 
by 1976. At the same time, the three 
private sector refineries should be en¬ 
couraged to increase their capacity by 
at least three million tonnes after a 
satisfactory settlement has been reached 
on outstanding issues. This additional 
capacity can be created easily. If the 
Haldia refinery also can be helped to 
increase its throughput by one million 
tonnes, it will be possible to make satis¬ 
factory arrangements for the distribution 
of refined products on a regional basis 
without involving avoidable long haula¬ 
ges. 

There will have to he intelligent ar¬ 
rangements for importing crude oil on 
a regular and long-term basis. In any 
case, with the prospect of shortages* of 
petroleum products getting accentuated 
in the iniemulK nal market as the years 
pass by, prudence would dictate that 
there should be a continuing regular 
growth in refining capacity for obtain¬ 
ing the maximum saving that can be 
secured through the processing of crude 
and the restriction of imports of refined 
products. The plan unfolded by the 
union Ministry of Petroleum and Che¬ 
micals does not take into account the 
gaps that may arise in refining capacity 
in the next Plan even though eventually 
the allotted target may be reached at 
the end-point. As the creation of oil 
refining capacity in recent years has pro¬ 
ceeded almost concurrently with the 
growth in consumption, no mistake 
should be allowed to creep in which 
would result in a compulsion to import 
huge quantities of refined products in 
the early years of the fifth Plan. 

FEBRUARY 23. 1973 



Key contribution to key industries": 



Centrifugal Compressors 


Custom-built for Fertilizer, 
Petroleum, Refrigeration, 
Chemical, Steel and other plants 

BHEL build several advantages 
into their large capacity Centrifugal 
Compressors. 

HIGH EFFICIENCY • MINIMUM 
SPACE NEEDS • DEPENDABILITY 
• LOW INSTALLATION AND 
MAINTENANCE COSTS 1 



Look at the variety: 

• LOW. MEDIUM AND HIGH PRESSURE 
MULTI STAGE COMPRESSORS WITH 
OR WITHOUT INTER-COOLERS 


• ISOTHERMAL COMPRESSORS WITH 
BUILT-IN INTFR-COOLERS 


• LOW PRESSURE SINGLE STAGE 
COMPRESSORS USED AS INDUSTRIAL 
FANS OR BOOSTERS 


• HIGH PRESSURE SINGLE AND MULTI¬ 
STAGE COMPRESSORS FOR MEDIUM 
AND HIGH PRESSURE PROCESSES 


... all with ancillaries 


With thraa Platt* at Hfdarabad. TitueblrapalH 
and Hardwar. 8 MEL maaataetaraa a m/Ida rang* 
of a quip moot for gaoaratioa. traaamiaaioo aod 
atiUxatioo at a/aetrle powar. 



BHMMI HEAVY 

swims BIS KB. 

(A Government of Indie Undertaking) 

Rafnachandrapuram Hyderabad SS 

Regd Office 6 Parliament Street, New Delhi 1 


EASTERN ECONOMIST 


333 


FEBRUARY^, 1973 





POINTS Of VIEW 


Taxation of casual 
& non-recurring 


K. Keshava Ammannaya 

receipts 


By far the most important measure con¬ 
cerning direct taxes contained in the 
Finance Act, 1972, is the withdrawal of 
tax exemption in respect of casual and 
non-recurring receipts. The government 
has now made legislation to tax such 
receipts wherever they exceed Rs 1,000 
in a year in terms of the recommendation 
of the Wanchoo Committee. With a view 
to specifically providing for the taxation 
of casual receipts, the Finance Act, 1972, 
has Widened the scope of the definition 
of the term “income” contained in sec¬ 
tion 2(24) of the Income-tax Act, 1961. 

Under the new legislation, all receipts 
by way of winnings from lotteries, cross¬ 
word puzzles, etc., will be chargeable to 
tax from the 1973-74 assessment year 
onwards. However, in view of the fact 
that the term ‘‘receipt” has not been 
defined in the Finance Act, for purposes 
of taxation from April 1, 1973, it may 
include all capital receipts such as dona¬ 
tions, personal gifts, etc. Apparently, 
therefore, the provisions of the Act seek 
to tax all casual receipts, including gifts 
in every case, where the total of such 
receipts exceeds Rs 1,000 in a year. 

In this context, it is most apposite to 
distinguish between the term “income” 
and “casual income.” 

correct definition 

The definition of the term “income” as 
given in Section 2(24) of the Income-tax 
Act, 1961, is not exhaustive, precise and 
comprehensive. Etymologically, “in¬ 
come” connotes a monetary return. We 
may consider a case law in this connec¬ 
tion, so that the meaning of the term 
“income” may be understood with 
clarity. As per Privy Council’s decision 
in C.I.T. Vs Shaw Wallace & Co., 6 T.C. 
178, which has been quoted by the 
Supreme Court in E.D. Sasson and Com¬ 
pany Ltd. Versus C.I.T. (1954) 26 ITR 
27, for purposes of taxation, “income” 
connotes a periodical monetary return 
which an individual receives regularly 
from definite sources. Income-tax is 

*Gopul Saran Narain Singh Versus C.I.T, 
1935 ITR 237. 


essentially a tax on “income” and it is 
not intended to be tax on capital receipts. 
“Anything which can properly be des¬ 
cribed as income is taxable under the 
Act, unless expressly exempted”.* Logi¬ 
cally, therefore, casual and non-recurring 
receipts, which are more or less of a 
capital nature, cannot be brought to 
charge in the hands of the recipient. 

“Casual income”, on the other hand, 
is any monetary return that is produced 
by chance, or a receipt which is acciden¬ 
tal, fortuitous as from unforeseen sources 
of income. In other words, it is an in¬ 
come which was not anticipated or fore¬ 
seen. 

However, the nature of a receipt and 
its taxability has to be decided upon 
having regard to the facts and circums¬ 
tances of each case. The conclusion 
whether a particular receipt is of a capital 
nature or of a revenue nature and whether 
its receipt is taxable or not, is a question 
of law, notwithstanding that it depends to 
a great extent on the particular facts and 
circumstances of the case. 

specific provisions 

In a few cases where the Income-tax 
Act specifically provides for taxing capi¬ 
tal receipts as income, these receipts arise 
from the exercise of some business, trade 
or employment. Receipts of these types 
are, therefore, outside the scope of the 
present exemption (i.e. till March 31, 
1973) in respect of casual receipts. It is 
instructive to note that even “casual 
receipt” may be regarded as “income” 
even though it may be exempt from tax 
in certain cases and this is as per the 
decision given in the case Janab Syed 
Jalal Sahib V/s C.I.T. (I960), 39, ITR 660. 

Thus, capital receipts (excepting those 
arising from a business, trade or employ¬ 
ment, or the transfer of a capital asset 
which are not exempt from tax) cannot 
be brought to tax as “income”, although 
the amended provisions of the Act seek to 
tax all casual and non-recurring receipts 
exceeding Rs 1;000 in aggregate. 


Now, let us examine the new legislation 
concerning the taxation of casual and 
non-recurring receipts in greater detail. 
As had been made clear, elsewhere in this 
article, all casual receipts by way of win¬ 
nings from lotteries, crossword puzzles, 
etc., are to be taxed from the 1973-74 
assessment year onwards wherever they 
exceed Rs 1,000 regardless of their in¬ 
come or capital nature. The Finance Act 
has not defined the term “receipt” for 
purposes of taxation from April 1, 1973, 
Seemingly, therefore, the provisions of 
the Act seek to tax all casual receipts, 
including gifts, in all cases where the 
totals of such receipts exceed Rs 1,000 
in a year 

pri/e money taxable 

Since receipts by way of winnings from 
lotteries, crossword puzzles, etc., arc tax¬ 
able from the 1973-74 assessment year 
onwards, these receipts are includible in 
the total income of the assessee. Such 
receipts are includible in the total income 
as “income from other sources” under 
Section 56 of the Act. Where the casual 
income from lotteries, crossword puzzles, 
etc, specified in Section 5.2(24)(ix) of the 
Act, are taxable under Section 56(2)(i)(b), 
the income from such receipts must be 
computed after deducting therefrom the 
expenses of a revenue nature incurred for 
earning the income. The amount of in¬ 
come so computed is first included in the 
gross total income of the assessee and 
then a deduction to the extent of the 
first Rs 5,000 plus 50 per cent of the 
balance, if any, is allowable therefrom in 
the case of all non-corporate assessecs. 

As per the new provisions, where an 
assessee incurs loss in any year on 
account of his indulgence in lotteries, 
crossword puzzle or other games, such 
loss cannot be set off* except against in¬ 
come, if any, from the same source. 
Thus, an individual, incurring loss in 
lottery cannot set off the same against 
income that he earns in some other 
games. 

However, the provision regarding the 
carry-forward of such losses for being set 
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off the same against incomes, if any, from 
the same source in the subsequent years 
is conspicuous by its absence. There 
must be provision to allow the carry¬ 
forward of such losses for being set off 
against incomes, if any, from the same 
source, as in the case of speculation 
losses. Casual losses should be allowed 
to be set off against casual incomes in the 
same year or carried forward and set off 
against casual incomes in the subsequent 
eight years. 

deduction at source 

Under a provision made in the new 
Section 194 B of the Income-tax Act, 
every person responsible for paying any 
income by way of winnings from any 
lottery or crossword puzzle in an amount 
exceeding Rs 1,000 will be under an obli¬ 
gation to deduct income-tax thereon at 
the rates prescribed in that behalf in the 
Finance Act of the relevant year. These 
provisions will apply in the case of resi¬ 
dent as well as non-resident tax-payers. 
The rates for deduction of tax at source 
for the financial year 1972-73 have been 
prescribed in part II of the first schedule 
to the Finance Act, 1972, and are as 
follows : 

(1) In the case of person other than a 
company: rate of income-tax in¬ 
cluding surcharge. 

(a) Where the person is resident in 
India: 34.5 per cent (I.T. 30-+- 
S.C. 4.5). 

(b) Where the person is not resident 
in India: 34.5 per cent (I.T. 30+ 
S.C. 4.5). 

Income-tax and surcharge on in¬ 
come tax at the rates prescribed in 
paragraph ‘A’ of part III of the first 
schedule to the Finance Act, 1972, 
if the winnings from the lottery or 
crossword puzzle had been the 
total incomes whichever is higher. 

(2) In the case of company : 

(a) Where the company is a domestic 
company: 23 percent (I.T. 22+ 
S.C. 1 ). 

(b) Where the company is not a 
domestic company: 73.5 percent 
(I.T. 70+S.C. 3.5). 

However, no tax will be deducted at 
source where the prize is Rs 1,000 or less 
or where the payment is made before June, 
1972. Also, where the prize is given 


only in kind, no income-tax will be 
required to be deducted. Where the 
prize is given partly in cash and partly in 
kind, income-tax will be deductible from 
the cash prize with reference to the aggre¬ 
gate amount of the cash prize and the 
value of the prize in kind. Income-tax 
will be deductible from prizes given, after 
May 31, 1972, even if the relevant 
draw in respect of a lottery, or, as the 
case may be, the competition in respect of 
a crossword puzzle may have been held 
on or before that date. Where the 
lottery or crossword puzzle prize is paid 
in instalments, the deduction will be 
made at the time of actual payment of 
each instalment. 

In the case of any person other than a 
company, it will be open to the recipient 
of the prize to make an application to the 
income-tax officer concerned and obtain 
from him a certificate authorising the 
payer to deduct tax at such lower rate or 
deduct no tax as may be appropriate to 
his case. Such certificate will be valid 
for the period specified therein unless it is 
cancelled earlier by the income-tax officer. 
In terms of rule “IB” of the Income-tax 
(Third Amendment) Rules, an application 
by a person other than a company for a 
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certificate under Clause (a) of sub-Section 
(1) of Section 197 in respect of income 
by way of winnings from lottery or 
crossword puzzle shall be made in 
form 13B. 

In view of the existing provision in 
Section 288B, the amount of tax to be 
deducted at source should be rounded 
off to the nearest rupee by ignoring 
amounts less than 50 paise and increasing 
the amounts of 50 paise or more to one 
rupee. 

The tax deducted on behalf of the gov- 
efnment should be paid to the credit of the 
centra] government on the same *day by 
means of book adjustment. In other cases, 
the tax deducted should be paid to the 
credit of the central government within 
one month of the last day of the month in 
which the deduction is maeje. The person 
making deduction of tax in accordance 
with Section 194B from income by way of 
winnings from lottery or crossword puzzle 
shall send to the Income-tax Officer 
having jurisdiction over him a statement 
in form No. 26B quarterly on July 15, 
October 15, January 15 and April 15 in 
respect of the deduction made by him 
during the immediately preceding quarter. 
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The necessary chalians for paying tax source does not cover income from races, source in respect of such incomes. There* 
into the government account may, how- including horse races. In view of the fact fore, it is suggested that steps may be 
ever, be had from the income-tax officer that race clubs are established bodies, taken by the government to see that race 
concerned. there should be no impediment whatso- clubs are also made statutorily liable to 

, ever for the government’s implementing deduct tax at source and hand over the 

The scheme of deduction of tax at the scheme of getting tax deducted at same to the government. 

Partnership principle 
in company winding up 


A company incorporated under the 
Companies Act, 1956, is a separate 
entity. In the matters of formation, 
management and dissolution, therefore, 
it is governed by the provisions of the 
Companies Act. The provisions of the 
Partnership Act do not as such govern 
the companies; but in hard cases, courts 
have gone deeper into the matter to find 
out the true relation between the members 
by piercing the corporate veil, and have 
granted relief on the basis of the factual 
relationship. 

One important type of such relief has 
been granted to members of a small or 
domestic company by applying the part¬ 
nership principle of dissolution embo¬ 
died in Section 35(d) of the UK Partner¬ 
ship Act, 1890 (corresponding to Section 
44(d), of our Act) namely, “when a 
partner, other than the partner suing, 
wilfully or persistently commits a breach 
of the partnership agreement, or other¬ 
wise so conducts himself in matters 
relating to the partnership business that 
it is not reasonably practicable for the 
partner or partners to carry on the 
business in partnership with him. “This 
provision has been explained in Lindley’s 
celebrated book—A Treatise on the 
law of Partnership*—in the following 
words: 

“The court may dissolve a partnership 
on the ground that a partner fully or 
persistenly commits a breach of the 
partnership agreement, or so conducts 
himself in matters relating to the partner¬ 
ship business that it is not reasonably 
practicable for his co-partncrs to carry 
on business in partnership with him. 
But it is not considered to be the duty 
of the court to enter into partnership 
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squabbles, and it will not dissolve a 
partnership on the ground of the ill- 
temper or misconduct of one or more 
of the partners, unless the others are in 
effect excluded from the concern; or 
unless the misconduct is of such a nature 
as to destory the mutual confidence 
which must subsist between partners if 
they are to continue to carry on their 
business together. Where a dissolution 
is sought on this latter ground, it would 
seem that the misconduct must be such 
as to affect the business, not merely by 
shaking its credit in the eyes of the world, 
but by rendering it impossible for the 
partners to conduct their business toge¬ 
ther according to the agreement into 
which they have entered. Most of the 
cases on this subject have come before 
the court on a motion for an injunction 
to restrain a partner from acting impro¬ 
perly, and have been alluded to when 
the remedy by injunction was considered. 

It may, however, be usefully observed 
here that keeping erroneous accounts 
and not entering receipts, refusal to 
meet on matters of business, continued 
quarrelling, and such a state of animosity 
as precludes all reasonable hope of re¬ 
conciliation and friendly co-opcration, 
have been held sufficient to justify a 
dissolution. It is not necessary, in order 
to induce the court to interfere, to show 
personal rudeness on the part of one 
partner to the other or even any gross 
misconduct as a partner. All that js 
necessary is to satisfy the court that it 
is impossible for the partners to place 
that confidence in each other which each 
has a right to expect, and that such 
impossiblity has not been caused by the 
person seeking to take advantage of it.” 

Yenidje Tobacco Co., Ltd., In re (1916) 
2 Ch. 426 C.A^ is a leading case on the 


subject. The facts in this case are 
briefly as follows: 

In 1914, one Winderg and one Roth¬ 
man, who used to carry on two separate 
businesses as tobacconists and cigarette 
manufacturers, agreed to amalgamate 
their businesses. They formed a private 
limited company in which they arranged 
to have equal rights of management and 
voting powers. They were the only two 
shareholders and directors. The articles 
of association were so drawn that neither 
party was in a position to outvote the 
other or to carry any resolution in oppo¬ 
sition to the other. One director was to 
form a quorum and the first directors, 
namely, Winderg and Rothman were to 
hold office so long as they lived. If any 
dispute or difference Were to arise con¬ 
sequent whereon it became impossible to 
pass a directors’ resolution, the matter 
in dispute was to be referred to arbitra¬ 
tion and the award was to be entered 
in the company’s minutes book as a 
resolution duly passed by the board. 

The business of the company was 
successfully carried on until June, 1915, 
when differences arose between the two 
directors. One of the differences was 
referred to arbitration which resulted in 
an award. But Rothman declined to 
give effect to the award and brought an 
action against Winderg for fraudulent 
misrepresentation and ultimately the 
parties became so hostile that they were 
not on speaking terms and any com¬ 
munication that had to be passed bet¬ 
ween them was conveyed through the 
secretary of the company. In spite of all 
this, the company continued to transact 
business and to make large profits. Win¬ 
ders, who presented the petition, alleged 
that a complete deadlock had arisen and 
the substratum of the company was gone, 
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'and that it was just and equitable within 
the meaning of Section 129 of the Com¬ 
panies (Consolidation) Act, 1908, that 
a winding up order should be made. 

Lord Cozens-Hardy M.R. held that the 
company was in substance a partnership 
and the same principles of dissolution 
would apply to this case as to a partner¬ 
ship. Accordingly, he ordered the 
winding up of the company. The learn¬ 
ed Lord found that it was definitely a 
case of deadlock, but even assuming that 
it was not so, the company was now in 
a state which could not have been con¬ 
templated by the parties when it was 
formed. It was in contemplation of the 
parties that both of them would act as 
reasonable men with reasonable courtesy 
and racsonable conduct in every way 
towards each other, and arbitration was 
only to be resorted to with regard to 
some particular dispute between the 
directors which could not be determined 
in any other way. Instead the parties 
stopped speaking to each other and no 
business worth the name could be carried 
on. Even though the company was pros¬ 
perous, the state of things were contrary 
to good faith and the essence of agree¬ 
ment between the parties. There was no 
other provision to terminate the company. 

dissolution principle 

Lord Justice Warrington, who deli¬ 
vered a separate judgment, summed up 
the position thus: “I am prepared to say 
that in a case like the present, where 
there are only two persons interested*, 
where there are no shareholders other 
than those two, where there are no means 
of overruling by the action of a general 
meeting of shareholders the trouble 
which is occasioned by the quarrels of 
the two directors and shareholders, the 
company ought to be wound up if there 
exists such a ground as would be sufficient 
for the dissolution of a private partnership 
at the suit of one of the partners against 
that other.” 

This decision was in line with his ear¬ 
lier decision in the case of Furrier’s Alli¬ 
ance Ltd, In re (1907) 51 Sol. J. 172, 
where the learned judge had observed : 
“In the case of a partnership, if there were 
an absolute deadlock between the two 
partners, it might be said that the busi¬ 
ness could not be carried on; but in the 
case of a company it was different. In 
the case of a partnership, there was no 
means by which one partner was able to 
to control the other. In the case of a 
company, where two directors could not 
agree, there was an authority which could 


be invoked, namely, the authority of the 
majority of the shareholders of the com¬ 
pany. And when one director held sub¬ 
stantially one half and his co-director 
the other half of the shares (though that 
was not an exactly accurate statement in 
the present case, for there was one vote 
over, which might be a casting vote), 
there was an authority to which both had 
agreed by the constitution of the company 
to submit, namely, the authority of the 
majority, which might only be one vote. 
It seemed, therefore, to him that the 
deadlock to which he had referred was 
not a deadlock at all, it was only a tem¬ 
porary deadlock. It was possible under 
the articles to appoint an additional 
director, and then there might be no 
deadlock at all and the business of the 
company could go on.” 

one share one vote 

This case related to a company which 
was incorporated with a nominal capital 
of £ 27,000, divided into 25,000 ordinary 
and 2,000 preference shares. No prefe¬ 
rence shares had been issued. 12,005 
ordinary shares had been issued; 6,000 
were held by the petitioner or by persons 
who were trustees for him, and the other 
6,000 were held by one Mr Fricdberg. 
They were the first directors. The re¬ 
maining five shares were held by certain 
persons in single shares and two persons 
holding one share each supported the 
petition to wind up and the other three 
shareholders said that they would in an 
emergency support the opposition to the 
petition but they did not appear. The 
articles of association required that every 
share should form one vote and the num¬ 
ber of directors should be not less than 
two nor more than three. 

The ratio of the case is clear. Even in 
the case of a company calling for the 
application of the partnership principle, 
it would be wrong to order winding up, 
if the situation could be retrieved by 
reference to the articles of association 
of that company, which constitute an 
agreement between the members of 
the company. Thisf statement of law has 
been basically accepted in a number of 
later cases, vfe, Cuthbert Cooper & 
Sons Ltd, In re (1937) 2 All E. R. 466; 
Davis Investments (East Ham) Ltd, 
(1961) 3 All E. R. 926; Expanded Plugs 
Ltd, In re (1966) 1 W.L R. 514; K/9 
Meat Supplies (Guilford) Ltd, In re (1966) 
1 W.L.R. 1112; Fildes Bros. Ltd, In re 
(1970) 1 W.L.R. 592; and Westboume 
Galleries Ltd, In re (1971) 1 All E.R. 561. 

Cuthbert Cooper’s case was the case of a 


nansjUH 

private company which was formed in 1913 
with a capital of £ 10,000 in £ 1 shares, 
half of which belonged to him and half to 
his two elder sons. Cuthbert Cooper and 
his two eider sons were the first directors 
of the company and continued to be so 
until 1930, when Cuthbert Cooper died, 
leaving his two elder sons sole directors. 
By his will, Cuthbert Cooper appointed 
his three younger sons, who were emplo¬ 
yed in the business but were not members 
of the company, executors thereof and 
bequeathed his 5,000 shares equally bet¬ 
ween them. The articles of the company 
provided that the directors might in their 
absolute discretion refuse to register any 
transfer of shares, and without assigning 
any reason for such refusal, and that 
this power should extend to the regis¬ 
tration of the personal representatives of 
a deceased shareholder. The directors 
refused to register the executors in their 
capacity of beneficiaries under the will as 
members of the company. Subsequently, 
the directors dismissed the executors 
from their employment with the company 
and refused to supply them with copies 
of the balance-sheet and accounts for the 
year ending June 30, 1936. The exe¬ 
cutors presented a petition for the wind- 
irg up of the company on the ground 
that in the circumstances above stated, 
it was just and equitable that the com¬ 
pany should be wound up. 

just and equitable 

It was held by Simonds J., who deci¬ 
ded the case, though the principles* ap¬ 
plicable to the case were those which 
would be applied in an action for disso¬ 
lution of partnership, there were no 
grounds shown in the petition on which 
it would be ‘just and equitable’ within 
the meaning of Section 168 of the Com¬ 
panies Act, 1929, to make a winding up 
order. The learned judge observed : 

“It has been pressed on me in con¬ 
sidering this case that I am to be 
guided by the principles which influ¬ 
ence the court in determining whether 
or not a partnership shall be wound 
up. I propose faithfully to follow 
that injunction, laid down as it is by 
the Court of Appeal in In re Yenidje 
Tobacco Co. Ltd, and followed re¬ 
cently in In re Davis and Collet Ltd, 
by Crossman J. Whether it be a mat¬ 
ter of articles of association or articles 
of partnership the rights of the parties 
are determined by those articles, and 
the question whether it is right for 
me applying here the principles of 
partnership to the question of dissolu- 
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tion to wind up this company or not 
largely depends on what are the con¬ 
tractual rights of the parties as deter¬ 
mined by the articles of association 
in this case. Accordingly, when I 
come to consider the allegations which 
are made in the petition, I must be 
guided by what arc the legal rights of 
the parties as determined by the bar¬ 
gain into which they entered.” 

There is an adverse comment on this 
case by Danckwerts L. J. in the case of 
Swaledale Cleaners Ltd, In re (1968) 1 
W. L. R. 1710; but of this later. 

significant observation 

The observations of Justice Plowman in 
the case of Expanded Plugs Ltd, In re 
(1966) l W. L. R. 514, arc very signi¬ 
ficant. He says: -‘l am concerned here 
wilh a company and not with a partner¬ 
ship, and while it is true that the part¬ 
nership, anology may be of assistance in 
certain circumstances in considering 
whether it is just and equitable to wind 
a company up. the analogy must not be 
pressed too far, and, in particular it 
cannot, in my judgement, be invoked for 
the purpose of giving a locus standi to a 
petitioner who, by company law, is denied 
one. Moreover, there seems to me to be 
no a priori reason why quasi-partner 
should he entitled to petition the court 
to wind up an insolvent company (if 
grounds of dissolution otherwise exist) 
merely because the insolvency of the 
partnership would be no answer to an 
ordinary partner's action to have it 
wound up. The analogy seems to me to 
break in at least two important respects. 
In the first place, the liability of an 
ordinary partner is unlimited so that he 
has a finacial interest in bringing the 
partnership to an end, whereas in the 
case of a limited company a fully paid 
member’s liability cannot be increased 
by further trading. Secondly, an insolvent 
partnership cannot be dissolved at the 
instance of creditors, whereas they have 
the right to petition for the winding up of 
an insolvent company, and, indeed, are the 
only persons with a financial interest in 
doing so, since, if a winding-up order is 
made the property of the company will 
be exhausted in meeting their claims... 

“As I have said, this is one of those 
case which fall into the category of 
partnership cases. But in the same way 
that in partnership action the rights of 
the parties must be determined in the 
light of their partnership articles, so, in 

*Pp, 764-65 


my judgment, must the rights of quasi- 
partners be determined in the light of 
the regulations which govern their re¬ 
lationship, namely, the company's arti¬ 
cles of association”. 

within the framework 

‘‘Therefore,” the judge held, “in order 
to succeed on this petition, the petitioner, 
in my judgment, has to establish that 
the matters of which he complains, all of 
which were carried out within the frame¬ 
work of the articles, were not carried out 
bona fide in the interests of the company. 
The petit oner having failed to do that, 
the petition was dismissed.” 

Similar views were expressed by Penny- 
cuick J. in the case of K/9 Meat Supplies 
(Guilford) Ltd, In re (1966) 36 Com. Cas. 
758, when he said,* “I have no doubt that 
this company is to be regarded as having 
been constituted as a quasi-partnership 
between the bankrupt, Bredcn and 
Menear. The company represented a 
joint adventure to be carried on by the 
three individuals as directors with equal 
participation in profits. On the other 
hand, this quasi-partnership must be 
treated as having been constituted on the 
terms of the company’s articles. This 
being the position, it seems to me that 
the bankrputcy itself afforded no ground 
for winding up the company. If it had 
been a true partnership, then, subject to 
any agreement to the contrary, the part¬ 
nership would automatically have been 
dissolved by the bankruptcy of any one 
of the partners (see the Partnership Act, 
1890, Section 33). However, in the case 
of this company, as of almost every 
company, the event of bankruptcy is 
covered by express provisions, here the 
transmission articles of table A. The 
effect of those provisions is not that the 
company conies to be automatically 
woundup, but that the interest of the 
bankrupt member vests in his trustee in 
bankruptcy; and the tabic A provisions 
contain regulations as to the rights of the 
trustees in bankruptcy with regard to 
registration, payment of dividends, and 
the like.” The learned judge characterised 
the judgment in the case of Cuthbert 
Cooper as an extremely important exten¬ 
sion of the Yenidjc principle.” 

Another lucid account is available in 
the case of Fildes Bros. Ltd, In re (1970) 
40 Com. Cas. 998, which was decided by 
Megarry J. The headnotc of case reads: 
“The shares of each of two companies, 
one wholesale and the other retail were 
held equally by two brothers, B and I, 


POINTS OF VIEW 

who were also the only two directors in 
each company. B ran the wholesale 
company and 1 the retail company, but 
each attended board meetings of the 
other. The wholesale company had to go 
into liquidation. Later B presented a 
contributors petition to wind up the 
retail company on the ground that it 
was ‘just and equitable’ that it should be 
wound up. His main complaints related 
to the operation of the company’s bank¬ 
ing account without consulting him, the 
refusal of 1 to employ him in the compa¬ 
ny, and his fear that I would run the 
company for his own benefit taking all 
the profits as director’s remuneration. B 
contended that the company being a 
quasi-partnership, the lack of confidence 
between B and 1 justified a dissolution.” 

contractual obligations 

It was held that in deciding whether a 
quasi-partnership existed, the court con¬ 
sidered the contractual rights between the 
parties not only as shown by the com¬ 
pany’s articles, but also by what the 
parties were shown to have agreed in any 
other manner; and that even if this were 
a case for the application of the quasi¬ 
partnership concept (which was doubtful), 
B could not complain now of the conti¬ 
nuance of what was in accordance with 
the settled practice for the running of 
the company, or in the words of the 
judge himself, “In the present case, the 
articles do not have much bearing on 
what I have to decide; but as it is the 
contract between the parties which is of 
importance, then it seems to me that one 
must have regard not merely to what the 
articles say, but also to what the parties 
are shown to have agreed in any other 
manner. It cannot be just and equitable to 
allow one party to come to the court and 
require the court to make an order which 
disregards his contractual obligations. 
The same, I think, must apply to a settled 
and accepted course of conduct between 
the parties, whether or not cast into the 
mould of a contract... .Even if this is a 
proper case for the application of the 
quasi-partnership concept (a matter upon 
which I feel some hesitation) I do not 
think that it is open to Brian to complain 
of Ian continuing to do what was in 
accordance with the settled practice 
between them. The refusal of Ian to 
employ Brian is thus in my judgment not 
merely not enough per se (as Mr Settle 
accepts) but it is also not a counter to 
be weighed in the scales with other 
matters. If in so holding it is said that 
1 extending still further the impor¬ 
tant extension made by Simonds J., I face 
the prospect with equanimity, deriving a 
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small degree of comfort from the word 
‘largely* in his judgment. I do not think 
that equity will listen only to what the 
articles say and ignore a settled course 
of conduct: equity is not like that.* 

In our country too the position was the 
same until a contrary view was taken by 
the Division Bench in the case of Ragu- 
nath Prasad Jhunjhunwala and another 
v. Hind Overseas Private Ltd, (1971)41 
Com. Cas. 309, reversing the order of 
the single judge. Justice J. B. Mehta 
sums up the position in Atul Drug House 
Ltd, In re (1971)41 Com. Cas. 352 
thus; “A discussion of these authorities 
completely settles the legal position that 
the partnership principle would be appli¬ 
cable in case of small, domestic family 
concerns which can be treated as quasi- 
partnerships, where there is something 
in the constitution which results in a 
complete irresoluble deadlock and when 
there is no alternative remedy under the 
Act.t 

a broad view 

It is submitted that the judgment of the 
Division Bench in the Jhunjhunwala’s 
case takes too broad a view, and there¬ 
fore needs reconsideration. But of this 
later. It is now necessary to refer to the 
case of Wcstbourne Galleris Ltd, In re 
(1971) 41 Com. Cas. 754, in which 
Plowman J. following his earlier decision 
in Lundie Brothers Ltd. In re (1965) 2 
All E. R. 692—a case of exclusion of a 
partner from the management—ordered the 
winding up of the company. The learned 
judge (contrary to his observations in 
Expanded Plugs Ltd, In re) observed;” 
As I have already said, Mr Balcombe 
submitted that Section 184 of the Act of 
1948 gives an absolute right to share¬ 
holders to remove directors, that a direc¬ 
tor removed under that power is lawfully 
removed and that the lawful removal of a 
director cannot be ground for a winding 
up order even in a quasi-partnership 
case. I cannot accept that argument. The 
fallacy in it, in my judgment, is that 
while no doubt the petitioner was lawfully 
removed, in the sense that he ceased in 
law to be a director, it docs not follow 
that in removing him the respondents did 
not do him a wrong. In my judgment, 
they did do him a wrong, in the sense that 
it was an abuse of power and a breach of 
the good faith which partners owe to 
each other to exclude one of them 
from all participation in the business 

*p. 10003 
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upon which they have embarked on the 
basis that all should participate in its 
management. The main justification put 
forward for removing him was that he 
was perpetually complaining, but, the 
faults were not all on one side and, in 
my judgment, this is not sufficient justi¬ 
fication. For these reasons, in my judg¬ 
ment, the petitioner, therefore, has made 
out a case for a winding up order.” 

quasi-partnership rule 

This decision was, however, reversed 
on appeal: (1971) 1 All E. R. 561. Lord 
Justice Russell, who delivered the judg¬ 
ment of the appellate court, held that 
although the proposition that even in 
cases such as the present of quasi-part¬ 
nership company, removal of a director 
by the majority in general meeting, 
whether under a power in the articles or 
under a statutory power, and for what¬ 
ever motive, can never be a ground for 
winding up has to be rejectcdtt, in a case 
of a quasi-partnership company, the 
exercise by a majority in general meeting 
of the power under the articles or the 
statute to remove a director from his 
office and consequently to exclude him 
from participation in the management 
and conduct of the business of the 
company does not form a ground for 
holding that it is just and equitable that 
the company be wound up, unless it be 
shown that the power was not exercised 
bona fide in the interests of the company, 
or that the grounds for exercising the power 
were such that no reasonable man could 
think that the removal was in the inter¬ 
ests of the company. Cuthbert’s case 
was distinguished on the ground that 
whereas this case dealt with persons who 
were already quasi-partners, in that case 
the petitioners were simply attempting to 
become full quasi-partners. The case 
was however held to have been “plainly 
rightly decided”. 

Reference has been made earlier to the 
adverse observations of Danckwcrts L.J. 
on this case in Swaledale’s. The learned 
Lord said there: “With all respect to 
Simonds J., I think that the conclusion 
which he reached in that case was wrong. 
It was a very hard case on the younger 
brothers to whom shares in the com¬ 
pany were left. The elder brothers 
acted in a cruel and arbitrary manner, 
not only refusing to transfer the shares 
but also dismissing the younger sons, who 
were employees of the company. It 
seems to me that when the younger sons 
were not enabled to obtain the winding 
up of the company, they were left with¬ 
out any effective remedy.” It is submit¬ 


ted that apart from the observations of 
Lord Justice Russell in the case of West- 
bourne’s case, that the Culhbert's case 
was “plainly rightly decided”, this case 
was referred to by the learned Lord 
Justice in the case of Charles Forte 
Investments Ltd., vs. Amanda (1963) 3 
W.L.R. 662: (1964) 35 Com. Cas. 233 
himself five times, and he nowhere says 
that the case was wrongly decided. 
Lord Justice Willmer noted that “in my 
judgment, the decision of Simonds J. in 
the Cuthbcrt Cooper case was sound 
decision. Cross J. also did not say that 
it was wrong. The observations arc 
therefore otiose. 

casting vote 

In fact, the observations of the learned 
Lord himself in the case of Davis Invest¬ 
ments lend support to the Cuthbert’s case. 
This was a case in which there were only 
two shareholders and both of them were 
directors. One of the directors filed a 
winding up petition, but did not enclose 
the articles with the petition. The peti¬ 
tion was dismissed. On appeal, Danck¬ 
wcrts L.J. held dismissing the appeal: 
“It may be there could be a meeting of 
the company and the shareholders would 
be evenly divided and the chairman might 
have a casting vote which would enable 
the company to pass a resolution remov¬ 
ing one of the contending parties from 
the position of director and appointing 
a new director, and so, consequently, 
the organisation and administration of the 
company could proceed thereafter 
perfectly efficiently. That would be a 
result which, if it was not done dis¬ 
honestly, would be in accordance with 
the constitution of the company. Thus, 
it would be something in accordance 
with the terms which both shareholders 
had entered into on the formation of 
the company, and which were binding on 
them. None of that, can we tell, and 
it seems to me, therefore, that in the 
absence of evidence of that kind, if there 
are material matters of that sort, they must 
be found in the petition itself.” 

Now returning to the decision of the 
Division Bench of the Calcutta High 
Court in Jhunjhunwala's case, the 
learned bench says that it is wrong that 
the Yenidje’s case applied only to irresolv¬ 
able deadlock cases, and that the 
correct position was that if a private 
company could be fairly called a partner¬ 
ship in the guise of a private company, 
then the things which might be a ground 
for dissolution of a partnership wil‘ 
apply also in the case of a private com- 
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pany and that in this connection dead¬ 
lock is not material. Justice Mukherjea, 
who spoke for the bench, realised the 
difficulty in formulating the true ratio 
of the case and therefore thought it 
“safer to go back to the judgment of Lord 
Cozens-Hardy than to rely on what other 
decisions say about the ratio of the 
Yenidje case, for, (as he put it) some of 
the later cases have attributed to Lord 
Cozens-Hardy’s judgment propositions 
which directly contradict certain express 
statements made by the learned Master 
of the Rolls.” The learned judge held 
that the Yenidjc’s case was ‘definitely 
not* a case of deadlock. It is, however, 
submitted that it is difficult to hold so 
after the categorical statement by the 
Master of the Rolls that “If ever there 
was a case of deadlock, 1 think it exists 
here;..” No doubt the learned M.R. 
stipulates that whether it exists or not; 
I think the circumstances are such that 
we ought to apply, if necessary, the 
analogy of the partnership law..”; but 
this was meant to say that as no business 
worth the name could be carried on and 
as there was no other provision to 
terminate the company, the winding up 
order could be justified on these very 
grounds. 

Willmer L.J. also interprets this case 
in this manner. He says*: 

“Yenidjc’s cusc was a case of a two- 
man company, and it so happened that 
the two men fell out with each other and 
could not get on, with the result that 
deadlock ensued and the business of the 
company could not be carried on. It 
was in that context that it was held 
that a winding up order ought to be 
made on the same basis as an order 
might be made for a dissolution of a 
partnershipt” 

case of deadlock 

Pennycuick said: Yenidje’s case was a 
case of deadlock.” Even if it be true 
that the ‘just and equitable* clause cannot 
be limited to two cases, viz, (l) where 
the substratum of the company had gone, 
and (2) where there was complete dead¬ 
lock, all later decisions are at one in 
saying that the contractual rights of 
parties as embodied in the articles of 
association cannot be disregarded. 
Therefore, the proposition that once a 
company is held to be a partnership, 

♦see Charles Forte, ante 
tp. 244. 

tfTata llngg and Locomotive Co. Ltd., v. State 
of Bihar and Others (1964) 34 Com Cas. 458. 


the principles of dissolution of a partner¬ 
ship will automatically apply irrespective 
of the articles of association or of a 
settled course of conduct between the 
parties is too wide to be accepted. 

It is to be remembered that a company 
in law is equal to a natural person and 
has a legal entity of its own. The entity 
of the corporation is entirely separate 
from that of its shareholders; it bears 
its own name and has a seal of its own; 
its assets arc separate and distinct from 
those of its members; it can sue and be 
sued exclusively for its own purposes; 
its creditors cannot obtain satisfaction 
from the assets of its members; the 
liability of the members or shareholders 
is limited to the capital invested by them. 
Similarly, the creditors of the members 
have no right to the assets of the cor- 
poration.tt 

judicial fiction 

Yenidje case, therefore, enacts an im¬ 
portant j udicial fiction when it agrees to 
treat a private company as a partnership 
and to apply the principles of dissolution 
of a partnership to that company, after 
(what is called) lifting the corporate veil, 
or cracking open the corporate shell. 
It is submitted that the partnership princi¬ 
ple should not be applied blindly; on the 
other hand, an attempt should be made to 
find out the real relation between the 
members, and then the situation dealt 
with in accordance with relevant law. 
“If you are bidden to treat an imaginary 
state of affairs as real,” declared Lord 
Asquith in East End Dwellings Co., Ltd., 
vs. Finsbury Borough Council (1952) A.C. 
109, 132, ‘‘you must surely, unless prohi¬ 
bited from doing so, also imagine as real 
the consequences and incidents which, if 
the putative state of affairs had in fact 
existed, must inevitably have flowed from 
or accompanied it. One of these in this 
case is emancipation from the 1939 level 
of rents. The statute says that you must 
imagine a certain state of affairs; it does 
not say that having done so, you must 
cause or permit your imagination to 
boggle when it comes to the inevitable 
corollaries of that state of affairs.” It 
may often happen that when the veil of 
corporation is pierced, what may be found 
may not necessarily be a partnership: it 
maybe a Hindu undivided family; and 
therefore in such cases, it would be wrong 
to apply the partnership principles of 
dissolution. 

So far, it has been assumed that it is 
legitimate to pierce the corporate veil; 
but it is submitted that when the Yenidje 
case was decided, there were no such pro- 


MUM 

visions as are contained in sections 397 
and 398 of our Act (section 210 of the 
U.K. Act). It was felt that it was unfair 
to wind up an otherwise solvent com¬ 
pany merely on account of the fault of a 
few. These provisions provide an alter¬ 
native remedy so that winding up can be 
avoided. Palmer lists the following five 
categories of cases in which the veil may 
be lifted:— 

(1) Where companies are in the rela¬ 
tionship of holding and subsidiary 
(or sub-subsidiary) companies; 

(2) Where a shareholder has lost the 
privilege of limited liability and has 
become directly liable to certain 
creditors of the company on the 
ground that, with his knowledge, 
the company continued to carry on 
business six months after the num¬ 
ber of its members was reduced 
below the legal minimum; 

(3) In certain matters pertaining to 
the law of taxes, death duties and 
stamps, particularly where the 
question of the ‘‘controlling inte¬ 
rest” is in issue; 

(4) In the law relating to exchange 
control; and 

(5) In the law relating to trading with 
the enemy where the test of control 
is adopted. 

authority on the subject 

In State Trading Corporation of India 
Ltd., vs. Commercial Tax Officer, Visakha- 
patnam, and Others (1963) 33 Com. Cas. 
1057, it was held that it was not permis¬ 
sible to pierce the veil of the corporation 
to determine the citizenship of the mem¬ 
bers and then to give the corporation the 
benefit of Article 19. This case, though 
set in a different context, is an authority 
on the subject. It is, therefore, submitted 
that even for the purpose of ‘just and 
equitable’ clause, it is not nccesary to 
lift the veil to invoke partnership principle 
or other relevant provisions dependent 
upon the type of relationship that is 
found to exist under the veil. The ex¬ 
pression is wide enough to cover all pos¬ 
sible cases which apply for relief to the 
courts, without needing the assistance of 
partnership principle. The partnership 
principle has, in fact, outlived its 
use. Moreover, it would be difficult 
to give relief in certain cases. For exam¬ 
ple, in the case of a Hindu undivided 
family, a member has a right of partition 
and not that of dissolution. It, therefore, 
appears expedient to stop invoking the 
partnership principle, or for that matter 
the judicial fiction. 
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Pricing of natural gas — 


This government of India has recently 
referred for arbitration the dispute bet¬ 
ween the government of Gujarat and 
Indian Oil Corporation over the price of 
furnace oil. Some years ago, the dis¬ 
pute between the government of Gujarat 
and the Oil and Natural Gas Commission 
over the price of gas was referred for 
arbitration. Later, at the end of the 
tenure of this arbitration award, we also 
read in newspapers the controversy bet¬ 
ween different consumers in Gujarat and 
the ONGC over the price of gas. Furnace 
oil, natural gas and many other products 
in the oil industry are joint products. 
An attempt has been made in this piece 
to review the various methods used for 
the pricing of joint products of the oil 
industry, mainly natural gas with special 
reference to India. 

As that of any other product, the price 
of gas ought to be determined mostly by 
an inter-play of supply and demand 
factors. However, the pricing of their 
products in India is unique among the 
pricing of joint products of the petroleum 
industry due to certain peculiarities asso¬ 
ciated with its production. These arc : 

(i) In many cases, gas is jointly pro¬ 
duced with crude oil. Even when 
gas is produced separately, most 
of the expenditure connected with 
the finding of gas is jointly in¬ 
curred for finding oil and gas. 

(ii) An economic price for crude oil 
is available even allowing fora 
very nominal price for gas. 

(iii) Much of the production of natural 
gas is far ahead of the present 
demand for it. So, there is bound 
to be a considerable loss of gas 
produced along with crude oil. 

(iv) Out of the enormous expenditure 
on exploration for oil and gas, 
experience has shown that only 
one out of 10 cases of exploration 
results in the discovery of oil or 
gas. The expenditure incurred 
on the other nine fruitless ven¬ 
tures has to be recovered from 
the oil and gas produced from the 
one successful venture. 

(v) Tn many cases, natural gas, when 
introduced, displaces another 
product in the market or does the 
function of an alternative product. 

(vi) Monopolistic conditions exist in 
both producing and consuming 
sectors. 


(vii) The state is having interest in 
producing as well as consuming 
sectors. 

Against this background, the .price of 
gas is generally fixed by mutual agreement 
between the large consumers and gas 
producers. Sometimes producers them¬ 
selves fix their own price and when the 
consumers resist it, the matter is referred 
for arbitration : 

methods of pricing 

There are various methods by which 
price can be fixed. They arc : 

(i) What the market can bear : This 
cardinal principle of pricing the 
joint or by-products is generally 
followed in pricing gas. It implies 
that the price of gas will tend to 
be nearer the price of the material 
displaced by or alternative to gas. 
However, in practice the price 
will be considerably lower in order 
to make the use of gas attractive. 
This method is suitable for a free 
economy wherein private concerns 
arc predominent both as produ¬ 
cers or consumers of gas and 
everyone, more specially the 
producer would like to maximise 
his return. It, however, is not 
relevant to India as the produc¬ 
tion as well as the bulk consump¬ 
tion of gas here is, by and large, 
in the state sector. 

(ii) Cost plus return: This method 
is generally followed in price fixa¬ 
tion by the state. This formed 
the basis of the award for the 
price of gas produced by the 
ONGC in Gujarat. There arc 
certain defects in this method. 
The choosing of proper method 
of allocating the joint costs of oil 
and gas is not easy. Fixing a 
proper rate of return to the invest¬ 
ment is not easy cither. Thermal 
equipment method for allocating 
the joint costs is theoretically 
superior to the other methods, 
but in reality, the actual costs do 
not follow thermal equivalents. 
The allowing of “any’* rate of 
return on investment is also 
questionable. Further, the de¬ 
mand factor which is an impor¬ 
tant element in pricing, is ignored. 

(iii) Overall return method: This 
method has been advocated in an 


interesting article on the “Pricing 
of Gujarat Natural Gas : An 
Alternative Approach” by Samuel 
Paul which was published in 
Economic and Political Weekly in 
1968. According to this method, 
the price of gas will have to be 
computed on the basis of a fixed 
price for oil and a fixed rate of 
return for investments on both oil 
and gas. The demand factors as 
well as the incidence of cost are 
ignored. It takes into considera¬ 
tion only the return on the total 
capital employed. Despite its 
simplicity and comprehensiveness, 
this method docs not seem to be 
relevant in the Indian context, as 
the benefit or otherwise of oil price 
are transferred to gas. 

Proposed Method : l would suggest 
another method for the pricing of gas. 
According to this method, the upper and 
lower limits for the gas prices arc to be 
found and the price is to he fixed within 
these two limits. This method, I feel, is 
particularly suitable to Indian conditions. 

(i) Upper price limit: Mostly natu¬ 
ral gas is used as a fuel which 
function many other materials 
can fulfil. If gas is used for gene¬ 
rating electricity, it is doing the 
function of diesel oil hydro.- 
power, coal, etc. When it is used 
as fuel in other industries, say for 
producing steam, it is doing the 
function of coal. When it is used 
in the fertiliser factory as feed¬ 
stock, it is doing the function of 
some other feedstock, say 
naphtha. Therefore, whatever 
may he the use gas is put to it 
generally displaces or does the 
function of another fuel raw 
material. So it carries the value 
of the displaced material. The 
price of the displaced material 
should be one limit, generally the 
upper limit, for the price of gas. 

(ii) Lower price limit: When gas 
is produced as associated gas with 
crude oil, most of the expenditure 
on producing it would have been 
incurred on producing crude oil 
which generally fetches an econo¬ 
mic price in the market. How¬ 
ever, from the stage of separation 
from crude oil, certain direct 
expenditure is incurred to collect, 
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to measure and distribute gas. 
This expenditure would not be 
incurred if the producer chooses 
not to sell gas. This direct expen¬ 
diture, therefore, should form the 
lower limit for the price of gas 
which the producer should get 
when he produces it. There is, 
similarly, a direct cost of produc¬ 
ing gas from a purely gas field. 

(iii) Apportionment of the difference 
between consumers and producers: 
Having found the upper and 
lower limits of the price of gas, 
it is only logical to assume that 
the actual price should be within 
the two limits. 

In this way both the producers 
and consumers of gas would get 
the benefit. The logic of the apportion¬ 
ment can be illustrated by studying the 
following three situations : 

Situation 1 : An entrepreneur using 
material A, costing Rs X per unit, finds 
an alternative cheaper material B, avail¬ 
able at Rs Y per the same unit. He 
discontinues quietly material A and 
starts using material B. Naturally, the 
full benefit of the difference in the prices 
X and Y will accrue to the entrepreneur. 
This is a simple example of any cost 
reduction situation in practice. 

Situation 2 : The producer of material 
A approaches the entrepreneur with an 
offer of supplying material B. The entre¬ 
preneur will accept the offer so far price 
Y is less than price X, the quality of the 
two materials being same. The producer 
gets all the benefit of the difference in the 
price. 

Situation 3 : The entrepreneur and the 
producer are in the full knowledge of the 
use of the original as well as the alter¬ 
native materials. In fact, the demand is 
created to utilise the alternative meterial. 
In such a situation, the price would not 
be either X or Y, but both would split 
the benefit. 

The first two situations are extreme 
examples. The third situation only exists 
in India in so far as gas is concerned. 
The case of apportionment is strengthen¬ 
ed when both the producer and the con¬ 
sumer belong to the public sector. The 
objective and equitable basis for the 
apportionment should be the investment 
in the producing and the consuming 
organisation. 

(iv) Method of apportionment : The 
apportionment of the difference 
between the upper and the lower 
limits should be made between the 
producer and the consumer on the 


basis of the ratio of the propor¬ 
tionate investment of the produ¬ 
cer of gas on the investment of 
the consumer of gas. The pro¬ 
portionate investment of the pro¬ 
ducer will be found out on the 
basis of the ratio of individual 
requirements of different consu¬ 
mers to the total requirements. 
The method of apportionment is 
shown in the example below : 

(a) Requirements of different consu¬ 
mers 

(b) Total Require¬ 
ments 

(c) Proportionate 
(part) investments 
of the producer in 
relation to indivi¬ 
dual consumer’s 
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QT 


requirement 

(d) Investments of 
different consu¬ 
mers 

(e) Differences in the 
limits for the prices 
for individual 
suppliers 

(f) Lower limits 

(g) Price to 
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Problems on application of the proposed 
method : Certain problems will arise while 
applying the above method in practice. 
They are connected with all the aspects of 
the method, i.e. the cost of the gas, the 
cost of alternative fuels and the invest¬ 
ments to be made by the producer and the 
consumer. Some of these problems are : 

(i) The cost of gas can be interpret¬ 
ed as the direct cost only or 
including the overheads. Each 
situation has to be studied to 
evaluate the contribution of the 
overhead elements to the overall 
production of gas. 

(ii) In practice, the choice of an 
alternative fuel may not be an 
easy one. There may be two or 
three alternative materials. Fur¬ 
ther, whether the landed cost or 
cost elsewhere should be the upper 
limit will have to be studied. 
Adjustments for varying heating 
values, different combustion effi¬ 
ciencies and other factors are as 
well ta be made. 


(iii) The investments of producers 
should relate only to those engag¬ 
ed in the production of oil and 
gas and to no other function. As 
regards consumers, the invest¬ 
ments to be taken into account 
will have to be only those which 
concern the use of gas or in the 
production of u particular mate¬ 
rial using gas as a main raw 
material of fuel. 

(iv) The price of gas thus fixed may 
not be economic enough for start¬ 
ing a new industry. 

(v) There may be instances where gas 
might be replacing a cheaper or 
costlier material the supply of 
which is limited or controlled. 

The proposed method represents only 
a formula suitable to Indian conditions. 
The details might have to be worked out. 
The problems like those enumerated 
above will have to be tackled in specific 
cases. The price of gas or of any joint 
product in the oil industry will be a fair 
one to both producers and consumers if 
this method is followed. The hallmark 
of the proposed method is that it is 
objective. 
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Our Parliamentary Correspondent 

New Delhi, Tuesday. 


FROM THE^H 

PRESS GALLERY 


The railway budget for 1973-74, which 
was presented to Parliament on February 
20—the second day of the current budget 
session—did not contain any surprise, 
for it was generally believed that both 
passenger fares and freight rates would 
be stepped up this year too. Although 
the new Railway Minister, Mr L.N. 
Mishra, has proposed to raise the fares 
for the higher classes of travel quite 
substantially, he must be complimented 
on showing courage for increasing at 
least marginally the fares for third class 
travel and season tickets. This is be¬ 
cause these two categories of travel 
account for nearly the entire loss of 
railways on passenger traffic. 

The Minister revealed that his intention 
was that within a period of two years 
the fares for the air-conditioned class 
in all trains should be brought to the 
level of air fares. An innovation made 
by Mr Mishra in the classification of 
fares is that a special supplementary 
charge has been proposed at a flat rate 
for the eight super-fast express trains 
like the Frontier Mail, the Kalka-Delhi- 
Howrah Mail, the Grand Trunk Express 
and the Taj Express. All seats in these 
trains in future would be reserved. 

freight goes up 

The freight rates arc envisaged to be 
increased by raising by one step the 
freight classification of commodities now 
charged at levels 57.5 and below. Due 
to this, freight rates would go up for 
such commodities as oilcakes, firewood, 
limestone, sugarcane, iron ore, gypsum, 
chemical manures, cement, caustic soda, 
manganese ore, pig iron, urea, castor 
seeds, paper and iron and steel (billets 
and blooms). The increase in freight 
will be eight per cent, for commodities 
now charged at class 30. It will taper 
down to about four per cent for com¬ 
modities charged at class 57.5. The 
freight rates for coal have also been 
stepped up. No increase, however, has been 
proposed in the freight rates applicable 
to foodgrains, salt, pulses and kerosene. 

The additional revenue from the pro¬ 
posed measures is estimated at Rs 44.35 
crores. The gross traffic receipts in 
1973-74 are estimated around Rs. 1264.35 
crores, and the ordinary revenue working 


expenses (net) at Rs 918.25 crores. 
The appropriation to the depreciation 
revenue fund is put at Rs 115 crores and 
that to the pension fund at Rs 16 crores. 
The miscellaneous expenditure is estiina- 
tted at Rs 17.48 crores. The net railway 
revenue, thus, comes to Rs 197.62 
crores, out of which Rs 172.61 crores 
will go to the general revenues as divi¬ 
dend. The net surplus is estimated at 
Rs 25.01 crores. Since the estimate 
of gross traffic receipts includes the yield 
from the increases proposed in fares and 
freight rates, the revenue at current 
rates would have fallen short of expendi¬ 
ture by Rs 19.34 crores. The estimated 
surplus of Rs 25.01 crores will be set 
off against liabilities aggregating to 
Rs 33.66 crores. Thus, even after the 
stepping up of lares and freight rates, 
there would be a gap of Rs 8.65 crores 
in the budget. The gap should grow to 
the extent the railways will be required 
to shoulder the burden accruing from 
the Pay Commission's report; no pro¬ 
vision has been made for this purpose 
in the budget. 

tax withdrawn 

The increases in fares will more than 
offset the relief that would have accrued 
to passengers by the withdrawal of the 
Railway Passenger Fare Tax from April 
1, 1973. An indication has been given 
by Mr Mishra that the Finance Minister, 
Mr Y.B. Chavan, would announce the 
withdrawal of this tax in his budget 
speech on February 28. 

Referring to the fifth Plan requirements, 
Mr Mishra revealed that the increase in 
freight traffic during the five years to 
1978-79 would be of the order of 110-120 
million tonnes -on an average, 22 to 24 
million tonnes per annum. The move¬ 
ment of coal alone would be about 125 
million tonnes, as against 65 million 
tonnes at present. To cope with this 
traffic, the railways would have to aug¬ 
ment its rolling stock in a big way. 

Earlier, addressing the joint session of 
the two Houses yesterday, the President, 
Mr V.V. Giri announced that the whole¬ 
sale trade in wheat would be taken over 
by the government with the commence¬ 
ment of the arrival of the new crop in the 
market. This would be followed by the 


take-over of wholesale trade in rice. 

The President expressed a good deal 
of concern over the uptrend in prices 
since May last year due to fall in the pro¬ 
duction of foodgrains, particularly in the 
areas of rain-fed cultivation, but hoped 
that the situation would improve soon 
as the rabi crop was expected to be good 
and the government was strengthening the 
public distribution system. 

satisfactory progress 

Referring to the industrial sector, the 
President expressed some satisfaction 
over the seven per cent increase in output 
during 1972, compared to'the previous 
year. This output, he added, would have 
been still higher hut for the shortages of 
power in most parts of the country. Both 
long-term and short-term measures to 
improve the generation, transmission and 
distribution of power, he assured mem¬ 
bers, were being taken. Steps, he revealed 
had also been initiated to stimulate invest¬ 
ment in industries on a wide front. 

Mr Giri called upon the management 
of industries to develop new attitudes and 
look upon workers as participants in the 
service of the people and emphasised that 
workers should not allow trade union 
rivalry to prevent them from fulfilling 
their historic role of being in the vanguard 
of socialist transformation. On its part, 
the government, he said, recognised the 
role of workers in the economic process 
and would do everyth ing in its powers to 
ensure that the legitimate rights of wor¬ 
kers were protected. 

The President expressed anguish over 
the developments in Andhra Pradesh and 
urged the people of this state to co¬ 
operate fully with the government in 
finding a peaceful solution to their 
demand for separation from the Tclcngana 
urea. He deplored the resort to violence 
in an attempt to settle this issue. 

The President's address this year was 
in a low key. It was marred by an un¬ 
common boycott by five opposition parties 
—the Congress (O), the Jana Sangh, the 
Swatantra, the DMK and the Socialists. 
Some members of the Telengana Praja 
Samiti were also absent. 

(Full text of Mr Mishra’s address is 
published in the Records and Statistics 
section of this issue). 
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London. 


The European aircraft 

industry 


An Integrated Future 

“We must move from ad hoc collabo¬ 
ration on specific projects, towards an in¬ 
tegrated European aircraft industry, Which 
pulls together in the most efficient way 
the technical, financial and managerial 
contribution which each country can 
make'*—Michael Heseltine, British Mini¬ 
ster for Aerospace. 

“The enlargement of the Community 
from January 1, 1973, is a good starting 
point for trying to pull Europe’s aircraft 
industry out of its present fragmented 
condition, which has made it impossible 
to compete sensibly with the United 


States.”—Altiero Spinelii, EEC Commi¬ 
ssioner for Industry and Technology. 

In 1972, the Society of British Aero¬ 
space Companies’ exhibition and flying 
display at Farnborough attained new im¬ 
portance, with the admission for the first 
time of aircraft, engines, electronics and 
equipment from the industry in Europe. 
Bearing in mind the inter-connection bet¬ 
ween international technology in any 
field of science, it seems incredible that 
this elementary step should have been 
delayed so long. No aircraft industry, 
even in the two outstanding aerospace 
countries, the US and the USSR, can af¬ 
ford nationalistic parochialism. And 
that is why last year’s participation 
at the Farnborough Air Show of those 
nations within the Association Internatio¬ 
nale des Constructeurs de Materiel Aero- 
spatial (AICMA)—Belgium, Denmark, 
France, West Germany, Netherlands, 


Italy, Spain, Sweden and Switzerland— 
in addition to the UK was a move long 
overdue in the right direction, and in 
tune with the trend towards European co¬ 
operation. It is also realistic, since in an 
era of common policies and economic co¬ 
operation no single aircraft industry in 
Europe can hope to survive without 
collaboration with its continental part¬ 
ners. 

ironically, the first major link in Eu¬ 
rope, in the broader sphere on aero¬ 
space, was forged ten years ago, with 
the signing of a protocol between France 
and the UK, to design, develop and fly 
a Mach 2 supersonic airliner—the Con¬ 
corde. This Anglo-French accord led 


to other European aviation projects. A 
prime example is the A300B airbus, now 
undergoing flight tests, in which the 
British group. Hawker Siddeley, is in¬ 
volved with three EEC partners, France, 
West Germany and the Netherlands, and 
with Spain which some day must find 
some accommodation in an enlarged EEC. 
Then, there is the Jaguar strike-trainer, 
going into service with the air squadrons 
of the UK and France, as also are three 
helicopters in the Anglo-French package. 
West Germany and Italy arc partners in 
a project to build a multi-role combat 
aircraft, still in the prototype building 
stage, but work is going ahead fast. 
And by the late 1970s, the first of the 900 
of these swing-wing Mach 2 fighters on 
order will be flying with the armed forces 
of the partner nations. There are other 
examples: the UK’s Hawker Siddeley, 
which has plans for a STOL airliner, will 
collaborate with European contacts made 
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during the development of the A300B j 
airbus, and the pride of British industry, 
Rolls-Royce (despite its partly misunder¬ 
stood financial problems), has taken the 
initiative in laying the foundations for a 
European aero-engine industry, with 
agreement among the participating natio¬ 
nal industries that none of them should 
start a new engine project without inform¬ 
ing the others. So, in a practical way, 
the Anglo-French collaboration on Con¬ 
corde opened the way for European co¬ 
operation on a much wider scale. 

technical achievement 

There has been considerable technical 
achievement, and there are the prospects 
of sizeable commercial successes. But 
there have also been mistakes, which 
have threatened to wreck the pattern 
of European co-operation so carefully 
woven over the past ten years, at a 
time when, paradoxically, the EEC 
was about to be enlarged by the entry of 
the UK, Denmark and Ireland. How¬ 
ever, if the lessons of the last ten years 
are learnt, closer European co-operation 
in the aircraft industry will be recognised 
as the only hope for the future. 

The decision ten years ago to involve 
the British aircraft industry in co-opera¬ 
tive projects in Europe was political. 
As such, it was also nationalistic. For 
this, the industry has been made to 
pay the price. An eminent American 
engineer has said that designing an air¬ 
liner to fly at twice the speed of 
sound safely poses a multiplicity of engi¬ 
neering problems, comparable to those 
of the American Apollo space program¬ 
me. Yet it was on just such a venture— 
Concorde -that the British and the French 
first pooled their efforts. In its first 
thousand hours of flight testing, Con¬ 
corde has been a great success. But en¬ 
gineers and politicians alike on both 
sides of the Channel still wince uncom¬ 
fortably when confronted with the cost 
of Concorde, which has soared astoni¬ 
shingly, and the expected ceiling is now 
alarming. Might k not have been easier 
to have learned the lessons of technologi¬ 
cal collaboration in fields which are te¬ 
chnically easier and less nationalistic ? 

From 1961, the UK began to seek entry 
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into the EEC. For its part, France was 
perhaps seeking some grandiose scheme to 
# reassert itself after an era of humiliations 
in Indochina and Algeria. Given these 
motives, the miracle is that the co-oper¬ 
ation has worked so well that so much 
has been achieved. 

Today, however, Europe’s planemakcrs 
are eschewing purely political motives and 
making more realistic appraisals of the 
type of co-operation that is commercially 
desirable, and the enlargement of the EEC 
provides better climate for European co¬ 
operation. Yet, commercial feasibility 
is only one aspect of this new spirit of 
co-operation; the other aspect is com¬ 
mercial necessity . 

Europe v. US 

Recent detailed studies of the aircraft 
industry in the west show with alarming 
clarity the position of the EEC in com¬ 
parison with that of the USA. The EEC 
as a whole, supplies only a small frac¬ 
tion of the civil aircraft used in the west. 
The USA is the giant supplier. In 1970, 
90.5 per cent of the value of western civil 
air fleets were represented by craft pro¬ 
duced in the USA 5.7 per cent of the 
value of the fleets were represented by 
craft from the UK and only 3.8 per 
cent was from the Community. This is 
tlic challenge to the European aircraft 
industry. 

In 1970, the distribution of long-range 
ard medium and short-range aircraft 
in the west was 1,478 long-range aircraft 
worth $13,501 million and 1,995 medium- 
ami short-range aircraft worth $10,937 
million, i.c. 55 per cent of the value of 
the aircraft in service in 1970 went to 
lorg-range aircraft, whose average unit 
value was 65 per cent above that of the 
medium and short-range aircraft. The 
poor showing of EEC producers can 
therefore partly be explained by the 
absence of European long-range aircraft. 
Thus it is expected that the appearance of 
the Concorde will probably improve the 
Community’s share of the market for 
long-range aircraft and the appearance of 
the Airbus, Mercury and VFW 614 (as 
well as further sales of the F28) might 
improve somewhat it* share of the 
medium-and short-range aircraft market 
as well 

Figures published by the EEC in 1972 
show the origins of the aircraft in service 
in 1970 in the civil air fleets in the west. 

The table alongside shows that the share 
of equipment from the EEC and the UK 
on the US market (which represents some 
two-thirds of the total fleet of the western 
world) amounts to only 2.1 per cent. 
Conversely, on the EEG market (which, 
with a share of 10.3 per cent, is the second 
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largest in the west), the share of US 
eaiiipment is more than 83 per cent, 
whereas the equipment produced in the 
EEC only represents 15.2 per cent of the 
total value of the EEC’s fleet. The ability 
of British industry to supply aircraft of 
all categories partly explains why, in the 
UK, national equipment covers almost 72 
per cent of the demand of the national 
fleet although the major factor, of course, 
is government insistence. In the EEC, 
on the other hand, industry, until a year 
ago, was capable of supplying only 
medium and short range aircraft. 
Moreover, even here the EEC’s industry 
covers only 37 per cent of its needs in 
medium and short-range aircraft, where¬ 
as the British industry covers more than 
92 per cent of the UK demand for this 
type of aircraft. This means, in effect, 
that although the old Six EEC countries 
and the UK represent almost 15 percent 
of the civil fleets in the west, together 
they provide only 9.5 per cent of the 
equipment for this market. The US, with 
a share of the market amounting to 
something like 63.9 per cent, provides just 
over 90 per cent of the equipment on the 
market. 

II 

Why is US Industry so Strong? 

It is obvious that if the European air¬ 
craft industry is to hold its own against 
competition from the United States, a 
reorganisation of groups in the industry 
is necessary for those firms whose turn¬ 
overs arc too low. Even a cursory exami¬ 
nation of the industrial structures in the 
USA and the EEC reveals a major diffe¬ 
rence in policy. In the USA, apart from 
certain mergers, absorptions and other 
link-ups, like McDonnell Douglcs, Re¬ 
public and Hiller in Fairchild, or Sikorski 
and Pratt and Whitney in United Aircraft, 
the key factor in development of firms is 
the concentration of public orders on a 
few firms, and close co-ordination of 
orders by the government authorities. 


Suppliers of Civil Aircraft in Service in 

1970 

(% of value of total fleet) 


Aircraft fleet 
in 

Aircraft origin 


EEC 

UK 

EEC 
& UK 

US 

EEC 

15.2 

1.4 

16.6 

83.4 

UK 

— 

71.9 

71.9 

28.1 

EEC & UK 

10.6 

22.4 

33.0 

67.0 

Rest of Europe 

18.0 

5.1 

23.1 

76.9 

West Europe 

12.8 

17.3 

30.1 

69.9 

US 

0.5 

1.6 

2.1 

97.9 

Rest of the West 

5.2 

7.0 

12.2 

87.8 
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Those mergers which have occurred in 
Europe during the past 15 years or so 
have been mainly at the national level. 
In the Six, for example, the fuselage firms 
fell from twelve to three in West Germany 
between 1963 and 1970, and from five to 
two in France between 1952 and 1970; 
in Italy there are still five groups, one of 
which (as a result of a merger), is much 
larger than the others. In the crucial 
field of engine development and produc¬ 
tion, by 1966, the UK’s potential was 
concentrated in Rolls Roycc. 

leading firms 

In 1970, the three leading aeronautics 
firms in the EEC (SNI Aerospatiale, 
Dassault-Breguct and FVW-Fokker) 
accounted for a total turnover just short 
of $1,200 million. The figure for the three 
leading British firms (Rolls Roycc, Hawker 
Siddeley and the British Aircraft Corpora¬ 
tion) in 1970 was about the same. 

But even if the turnover of these six 
companies is added together it is modest 
next to the threj leading US firms. Boeing, 
Lockheed and NAR had a total turnover 
of $8,700 million in 1970—-or almost 
four times that of the Six and Britain put 
together. And this despite that if the 
turnovers of the five leading companies 
arc studied, it will be seen that the con¬ 
centration of the European acrcspacc 
industry is far more advanced than that 
of the USA. But whereas the combined 
turnover of the five leading European 
firms only reaches $455 million, the 
average turnover of the five leading US 
firms is about $2,390 million. Counting 
only aircraft producers, the average, size 
of the six leading firms is 5.8 times greater 
in the US, and if only engine producers 
are compared, the average si/e of the 
two leading US firms is 6.1 times greater 
than that of the European counterparts. 

From these data, one conclusion , 
inescapable -European firms with annual 
turnovers of less than $200 million must 
rationalise if the European aircraft indus¬ 
try is to expand. The European Commis¬ 
sion is well aware of this. 

Europe, therefore, which for so many 
years occupied a prominent place in the 
aeronautical industry, now seems an 
underdeveloped area. The European in¬ 
dustry has grown in recent years -even 
more rapidly, in fact, than the industry 
in the US — hut it still has a long way 
to go to close the enormous gap. And 
yet, despite the commanding lead the 
USA has in the industry, the five major 
programmes developed in Europe now 
approaching the market have attracted 
international attention and have reason¬ 
able chances of success. But success must 
be equated with the ability of the Euro- 
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pean industry to find markets outside 
Europe , in particular in the US. The 
industry must grow transcending national 
boundaries, and must become vigorously 
competitive. 

What projects could spearhead renewed 
growth in the European aircraft industry? 
The major programmes are Mercury, the 
Fokkcr28, the VFW 614, the Concorde 
and the A300B airbus. Mercury, the F28 
and VFW aircraft arc the result of the 
collaboration of several companies from 
various countries, who have agreed to 
invest money, share the work and tin: 
financial risk. The advantages of co-opc- 
ration are'obvious. A firm which initiates 
a project, but which is unable to assume 
the entire cost of financing it, can colla¬ 
borate with other like-minded companies. 
Such co-operation also opens the way for 
firms to become eligible for slate aids, 
although the state usually refrains from 
direct involvement either in the project or 
in the relations between co-operators. 

Ill 

European Prototypes 

This short-range, 150-seat plane is 
being built with French, Italian and 
Belgian co-operation. Spain and Switzer¬ 
land are also associated. The team 
is headed by the French company, 
Dassaut - Breguct, responsible for the 
design, production and sales. The enter¬ 
prise is private, but is supported by the 
French government. Fiat of Italy, SABCA 
of Belgium and CASA of Spain are the 
other European partners in Mercury, and 
have assumed financial risks in proportion 
to their participation. The French arc 
paying some 70 per cent of total costs (56 
per cent is being underwritten by the 
French government and 14 per cent by 
Dassaut-Breguet). Italian participation is 
16.8 per cent for production, and 10 per 
cent for financing; Spain’s share is slightly 
higher than 10 per cent; Belgium’s share 
is approximately six per cent; and the 
Canadian firm Canadair has shares of 
about five per cent. The Mercury will 
cost about $ 200 million to develop; its 
certification is due next month, and seven 
months later the first aircraft is due to be 
delivered to Air Inter, which has placed 
an order for 10 planes. If, as is projected, 
existing Caravellcs arc replaced by the new 
aircraft, particularly in the French and 
Spanish fleet, the total market for Mercury 
could well be about 300. About 80 of 
these will go to France. 

The F28 Fellowship is, like the Mer¬ 
cury, a short-range plane. A twin jet, 
it is on the production line. The F28 
is produced by Fokker-VFW, Amster¬ 
dam, in collaboration with VFW-Fokker 


of Bremen, with the firm MBB and with 
the British Short Bros and Harland. 
The Dutch share is 67 per cent of develop¬ 
ment costs, $ 40.5 million. The Dutch 
government have assisted with 50 per cent 
of this share, and the agreement calls for 
the Dutch firm to repay the government 
from the sales of the 26th to 215th plane. 
To cover the remaining 50 per cent of 
costs, Fokker-VFW resorted to the capital 
market, and, in particular, issued a state- 
guaranteed loan. It is expected that the 
F28 will cover its costs well before the 
180th plane, and even the least optimistic 
market surveys predict the sale of 250 F28 
planes in the next ten years. 

The VFW614 is the result of colla¬ 
boration between a number of European 
firms. The project was master-minded 
by VF'W-Fokker. Other companies in¬ 
volved include MBB, SABCA and Fairey 
(Belgium), Rolls Royce and SNECMA 
for the M45H jet. Several countries 
are sharing production costs, expendi¬ 
ture on market surveys and the esta¬ 
blishment of sales and after sales 
services. This works out roughly at 70 
per cent for West Germany, 14 per cent 
for the Netherlands, eight per cent for 
Belgium and six per cent for the UK. 
Costs for the engine itself arc shared by 
the UK and France. The world market 
is estimated to be between 1,200 and 1,400 
units, of which VFW6J4 hopes to get 
one-third. 

major projects 

The two other major projects in the 
European aircraft industry are the result 
of inter-government co-operation. The 
two planes, Concorde and the Airbus 
were chosen and defined by governments. 
The role of government remains pre¬ 
eminent in the financing and control of the 
programmes. 

Concorde is the muchtalked-about and, 
in some respects, controversial long- 
range supersonic plane being built by 
British and French government collabo¬ 
ration. The two countries share pro¬ 
duction costs and revenue equally. The 
British Aircraft Corporation and the 
SNAIS are responsible for the deve¬ 
lopment and production and the Bristol 
division of Rolls Royce and the SNECMA 
for the Olympus engine. It is considered 
that there is a market for about 250 Con¬ 
cordes over the next ten years and sales 
arc being canvassed in Europe, the Far 
East and the rest of Asia, and in the US. 

Since the last Farnborough Air Show 
the Anglo-French Concorde has overcome 
two far-reaching problems. It has vindi¬ 
cated itself technically in a long series of 
intensive trials since 1969, when the 


French assembled the 001 prototype, and 
secondly, the British government has decid¬ 
ed to back the supersonic politically, so 
finally putting out of the way the spectre 
of a unilateral cancellation, which had 
haunted the project and those working 
on it. A number of problems remain, 
the North American airline presidents 
are generally disappointed in the range of 
the early Concorde, and the high passenger 
fares because, among other things, seating 
capacity is only 128-144 passengers. But 
having backed it so far, the British 
government must pursue speedy inter¬ 
national discussions to establish for Con¬ 
corde a network of services throughout 
the wotld. 

airbus agreement 

A machine designed for short and 
medium - distance flights, the twin - jet 
A300B Airbus will have 250 to 300 seats. 
The first prototype had its maiden flihgt 
on October 28, 1972. The aircraft is 
the result of an agreement concluded 
in 1969 between France and West 
Germany; since then, the Netherlands and 
Spain have also joined the co-opcrativc 
effort. It is estimated that development 
costs for the Airbus will be about $480 
million, and that the market for it is from 
850 and 1,050 planes. Twelve months 
ago, the European Investment Bank made 
a substantial loan to Aerospatiale, payable 
in twelve years, and at the same time the 
West Germtm government came up with 
a financing guarantee for the standardised 
production of eight aircraft. 

The European Commission and the EEC 
Council of Ministers arc concerned not only 
about competition from the Americans, 
but are worried about the possible emer¬ 
gence in the near future of competition 
from both the USSR and Japan. The 
Council of Ministers has therefore pro¬ 
posed a scries of actions designed to 
boost the European aircraft industry, by 
eliminating all obstacles to an open 
market and structure. Economies of scale 
through collaboration arc sought together 
with the removal of hindrances to the 
free play of competition between such 
large groupings as may be persuaded to 
form. 

The blueprint for the EEC aircraft in¬ 
dustry contains the following suggestions; 

1. The reciprocal elimination of cus¬ 
toms duties should be negotiated with the 
main external competitors, e.g., the cus¬ 
toms duty on aircraft of over 150,000 kg 
has been suspended in the Community, 
whereas the US firms cqjoy protection 
in the form of a five per cent duty on im¬ 
ports. It would be anomalous for the 
EEC to remain deprived of customs pro- 
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tection while competitor countries main- ciation of (European) Aerospace Equip- foregoing summarises, by special arrange- 
tain such protection. ment Manufacturers (AJCMA). ment, a report in depth in the latest issue 

2. A European Airworthiness Code, 3. The standardisation of aircraft equip- of European Trends published, to subscri- 
backed by a European certificate, will be ment already embarked upon by the bers only, by the Economist intelligence 

proposed to the Council by the Commis- AICMA could be extended by the estab- Unit, 27 St. James’s Place, London 

sion to supplement the overall programme lishment of European standards to supple- SWIArINT, but the EIU is responsible 
for the elimination of technical obstacles ment the overall programme for the elimi- neither for the emphasis of my summary 

to trade. Work along these lines has nation of technical obstacles to trade. nor for my interspersed comments, based 

already begun by the International Asso- Sources and acknowledgements: The on a variety of sources. 


PLANNING IN ASIA-IV 


Thailand*, laying the 

foundations 


Thailand's people live in houses held 
high on stilts. The growth of Thailand’s 
economy is held high on props. 

The four distinct props that lend sup¬ 
port to the Thai economy are: a sense of 
discipline among the Thais, abundance of 
natural resources, high level of foreign 
private investments, and large US defence 
spending in Thailand. 

The discipline of the Thais is quite 
different from the aggressive discipline of 
the Japanese or the Germans. The Thais 
value orderly living and a respect for a 
system. They have a tradition of doing 
their work in a systematic manner, cons¬ 
cientiously, he it in the factory, in the 
field or in the office. This seems quite 
an asset in view of the national waste 
that trade unionism alone can cause. The 
investor from abroad is naturally im¬ 
pressed by the quality of output and and 
is encouraged to invest further. The 
condition of law and order is also based 
largely on this factor. Otherwise the 
level of exploitation of the rural Thais 
is in no way less than that of the rural 
people in other Asian countries. 

The natural resources of Thailand are 
definitely abundant. The land is fertile 
and there is enough water around, well 
distributed throughout the kingdom. 
More than 50 per cent of the Thais live 
on the banks of the rivers or the canals 
There is enough fish for the people and 
some more for export. Rice yield is 
good even without fertilisers. Maize, 
soyabean, mung bean, groundnut, jute, 
cotton, and rubber are other crops. 


Quality teak grows in the forests and tin 
earns substantial foreign exchange. 

Unmistakably, the growth in the so¬ 
phisticated industries has been, by and 
large, the outcome of the investments 
from Japan and the US. Industries such 
as electrical machinery, transport equip¬ 
ment, metal products, chemicals and 
chemical products and petroleum refining 
have developed in a big way. Even 
though some noise was heard about the 
stranglehold of the Japanese investments 
on the economy, the government would 
be worried if the rate of foreign invest¬ 
ments were to slacken. In fact the In¬ 
vestments Promotion Act had to be 
revised to make the Board of Industry 
th; clearing house and the Board of In¬ 
vestment the negotiator of substantial 
concessions to the investors from abroad. 

The last, and perhaps, the most signi¬ 
ficant support to the Thai economy has 
been provided by the US defence spend¬ 
ing, which at its peak was as high as 
10,000 million bahts (Rs 400 crores) 
during 1966-68. This expenditure helped 
the city of Bangkok to become a paradise 
for the tourists. More than 10 per cent 
of the Thai population lives in this city 
and a visitor just cannot miss the impact 
of the US spending here. 

Even with these plus points, all is not 
.well with the Thai economy. It stands on 
these props, at least two of which are not 
all that reliable. Can Thailand continue 
to expect US defence expenses even after 
Vietnam peace? This question has dis¬ 
turbed the planners long enough. Conse¬ 


quently, the planners propose to ‘re¬ 
structure’ the economy so as to broaden 
its base and stabilise it. 

In fact, the first six-year National Eco¬ 
nomic Development Plan, 1961-66, was 
just a programme of revenue and expen¬ 
diture in the state sector, mostly covering 
infrastructure. No effort was made to 
direct the private sector. Moreover, the 
first Plan was considered unambitious, 
with an expenditure of 27,680 million 
bahts (Rs 1,107 crores), out of which the 
foreign resources financed around 28 per 
cent. The second five-year National Eco¬ 
nomic and Social Development Plan, 
1967-71, was more comprehensive and 
attempted a more realistic assessment of 
the potentials of the economy as a 
whole. Its total development expenditure 
was about 55,875 million bahts (Rs 2,235 
crores), out of which 25 per cent was 
expected to come from foreign resources. 

Overall planning in Thailand during 
the sixties had little impact on the eco¬ 
nomy. According to an economic com¬ 
mentator, the fruits of economic develop¬ 
ment “failed to spread over the vast 
majority of population”. The two plans, 
however, arc important for Thailand in 
that they have indicated to the Thai 
people the necessity of economic planning 
as a framework of national development 
under a free market system. 

As stated above, the third five-year 
National Economic and Social Develop¬ 
ment Plan, 1972-76, with a development 
expenditure of 100,275 million bahts (Rs 
4,011 crores) proposes to ‘restructure’ 
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the economy. The basic strategy of the 
Plan is to provide solution to three basic 
problems, namely, fluctuations in demand 
and prices of Thailand's exports, decline 
in the level of US spending and fall in 
foreign direct investments in Thailand. 
These three problem areas arc to be dealt 
with simultaneously in order to restore 
public confidence. 

An important measure proposed by 
the Plan is the acceleration of export 
promotion. Through increased and diver¬ 
sified production of agricultural crops, 
and through reduction of industrial costs, 
the Plan proposes to improve the 
balance of trade, on the one hand, and 
the sectoral balance of production, on 
the other. It may be observed that there 
was an overall trend of improvement 
according to the figures available for the 
six months of 1972, when exports im¬ 
proved by around 37 per cent over the 
corresponding first six months of 1971. 
Part of this improvement was due to 
exceptional circumstances, as export 
price of rice increased due to demand 
from Bangladesh, and more recently, 
from the Philippines. 

filling the gap 

The Plan proposes to iill the gap crea¬ 
ted by t Juced US military spending, 
which has declined markedly since the 
period I966-6K, when, as stated above, 
around 10,000 million bahts were absor¬ 
bed by the Thai economy. '1 he phase 
down has resulted in considerable disloca¬ 
tion in the construction and service indus¬ 
tries. Measures to alleviate the problem 
include the stimulation of construction 
activity through programmes in provincial 
highways, community facilities, and low 
income housing. flic over-capacity in 
terms of services resulting from the re¬ 
duced US defence spending is proposed to 
be redirected, with encouragement from 
the government, towards tourism and 
transportation services. 

The Plan also proposes to encourage 
investments trom abroad in a big way, 
through investment promotion policy. 
Special favour is to he shown to industries 
utilising local labour and raw materials, 
industries capahlc of supporting the 
balance of payments, industries located in 
the rural areas, and heavy industries with 
considerable local financial, administrative 
and managerial participation. As stated 
above, the revised Investment Promotion 
Act is likely to prove helplul and in this 
context, the government's commitment in 
favour of the private sector seems to be a 
wise move. Naturally, no foreigner would 
like to invest in a country where his assets 
are not safe. 

it appears that the Plan may face 


serious problems on two fronts. In the 
first instance, agriculture is likely to re¬ 
cord little improvement and the country 
may find itself in an unhappy position of 
zero level of rice exports. Secondly, the 
wide gap between the indigenous small- 
scale industry and highly advanced 
foreign-capital intensive industry will not 
narrow dow n in the sense that the growth 
of medium level indigenous entrepreneur 
is almost thwarted. 


A recent study of the Bangkok Flank 
has revealed that the Thai government 
spent billions of bahts on irrigation pro¬ 
jects by creating water storage and Hood 
control facilities. But practically no gains 
were recorded in Central Plain, the main 
rice producing area, where most of the 
irrigation projects were established. The 
reported irrigation areas were stated to 
be more figures on paper. Whatever in¬ 
crease was achieved in output was on 
account of increase in area under rice and 
not due to increased productivity. It 
seems, therefore, that the projected rice 
output of 16.5 million tons by 1976, which 
would leave a surplus of 1.5 million tons 
of rice for export, might not materialise. 
Following this year's drought, rice output 
may be around 12.0 million tons, against 
14.2 million tons in 1971-72, and may 
prove an eye-opener to the government 
regarding the quality of the irrigation pro¬ 
jects on which huge public funds were 
spent. 

An important development within the 


Shortages, bottlenecks and restrictions ag¬ 
ainst which industry and tiadc in this country 
have to contend are bad enough but when to 
these is auued redtapism and apathy, apparent 
or real, of official machinery, the situation may 
well become positively galling. The irritation of 
the orgnised jute tiadc with the tcccnt vagaries 
of export control over jute is, therefore, under¬ 
standable. Jl would seem incredible, if it were 
not true, that the export trade in jute h.is come 
to a standstill due to the failure of the Govern¬ 
ment of India to issue the export quota slips in 
time. The immediate repercussions of this 
stoppage are that ships waiting for cargoes are 
standing idle and the stocks in the mill godowns 


Thai manufacturing sector during the last 
decade has been the co-existence of a tra¬ 
ditional primary processing and labour* 
intensive industrial sector, on the one 
hand, and the promoted-type of capital' 
intensive sector, on the other. Intercom¬ 
munication between them has been absent 
owing to the fact that the modern sector 
relies mostly upon imported intermediate 
products and raw materials. The modern 
sector requires only a certain amount of 
skilled labour and the skills brought about 
by this sector are rarely spilled over to the 
traditional sector. In more sophisticated 
units, even managerial training for the 
local people has been limited as decisions 
are taken by the foreigness, and most im¬ 
portant ones in the parent country of the 
company, the USA or Japan. A strong 
opinion is emerging that this industrial 
sector has been built up by the govern¬ 
ment through various subsidies, while the 
farmer was being taxed by way of export 
duties on rice, it has been argued that 
the government should have subsidised the 
agriculture so that it would yield more 
output. The government, however, does 
not seem to be worried so long as the 
economy is on the upswing. 

To improve the prospects for develop¬ 
ment, it seems that the Plan could be 
made more operational through co-ordina- 
ted projects. Moreover, improvement in 
the process of evaluation of implementa¬ 
tion would also seem necessary, it is 
hoped that after a period of adjustment, 
the economy is able to stand on better 
foundations. 


have been piling up at an alarming rate. Foreign 
buyers are clamouring for jute goods which 
they have purchased but of which they do not 
get the delivery. If this state of affairs is allow¬ 
ed to continue, it will bring in its train a scries 
of events which, unchecked, will spell disaster 
to the tiadc. In the first place, this may lead 
to a drastic cut in production which will cause 
unemployment and labour unrest. And that is 
not all: for the possible reaction of the exas¬ 
perated foreign buyers has also to b£ reckoned 
with. It is well known that in recent years 
there have bc:n repeated con-plaints from overseas 
buyers about the unsatisfactory condition of 
supplies. 
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TRADE 

WINDS 


Newsprint Allocation 
Policy 

The Newsprint Allocation Po¬ 
licy for 1972-73 has been re¬ 
vised. This is in pursuance of 
the Supreme Court's judgment 
of October 30, 1972, which 
struck down some of the provi¬ 
sions of the Policy announced 
in April 1972. Under the re¬ 
vised Policy, the entitlement of 
newsprint of a newspaper is 
based on its performance in 
1971-72 by utilisation of autho¬ 
rised newsprint and newspapers 
will be free to use their autho¬ 
rised quota for increasing their 
circulation or pages or both. 
There is no page ceiling for 
determining entitlement. Each 
newspaper/periodical will be 
regarded as recipient of quota 
and interchange of quota bet¬ 
ween newspapers is prohibi¬ 
ted. However, a new edition 
of an existing newspaper can 
be brought out from within the 
newspaper's authorised quota. 
The initial quota for new news¬ 
papers (dailies/weeklies/ fort- 
nightlies/and monthlies) will be 
worked out on the basis of a 
maximum circulation of 3,000 
copies and eight standard size 
pages. 

Exchange Rates 

The government of India has 
decided, after taking into con¬ 
sideration all aspects arising 
from the devaluation of the 
dollar, that no change is called 
for the time being in respect of 
the rupee rate. The rupee will 
continue to be linked to the 
British pound at the central 
exchange rate of Rs 18.9677. 

The countries holding steady 
against the price of gold or in 
effect revaluing upward over 
10 per cent against the dollar 
include Australia, France, 
West Germany, Pakistan, Sin¬ 
gapore and the USSR. Those 


following the dollar down by 
10 per cent include Indonesia, 
Israel, Mexico and Yugosla¬ 
via. Countries floating their 
currencies are Britain, Canada, 
Japan, Italy, Switzerland and 
Ireland. 

The Swedish government lias 
devalued its currency—Krona— 
by five per cent. Taiwan lias 
decided to revalue its dollar by 
live per cent. 

Central Sales tax 

The Central Sales Tax 
(Amendment) Act, 1972, which 
was approved by Parliament in 
last November, shall come into 
force from April 1, 1973. The 
Amendment Act provides, 
among other things, that where 
a dealer claims that he is not 
liable to pay tax under the Act, 
on the ground that the move¬ 
ment of goods from one state 
to another was made necessary 
otherwise than as a result of 
sale, the burden of proving 
that the movement was so oc¬ 
casioned shall be on the dealer. 
The dealer could discharge this 
burden by furnishing a dec¬ 
laration to be obtained from 
his other place of business or 
his principal or his agent in the 
other state. The form of dec- 
claration has been prescribed 
under the Central Sales Tax 
(Registration and Turnover) 
Amendment Rules, 1973. 

Plastics Exempted 
from Excise 

Plastic materials re-proccssed 
or produced out of scrap or 
waste of plastic materials and 
articles of plastics have been 
exempted from central Excise 
Duty, this is because materials 
from which such articles are 
made would have already borne 
duty and the government has 
decided to exempt the second 
stage duty in order to mitigate 


the hardship experienced by 
the trade. 

SFOs to Assist 
Entrepreneurs 

All the 18 state finance cor¬ 
porations in the country-have 
been authorised to assist the 
entrepreneurs in their states 
with their foreign exchange re¬ 
quirements. According to the 
Punjab Financial Commis¬ 
sioner, Mr. H.S. Chhina, pre¬ 
viously the Industrial Finance 
Corporation of India (IFCI) 
and the Industrial Credit and 
investment Corporation of In¬ 
dia (ICICI) were entertaining 
applications to meet the cost of 
imported equipment and in 
special cases the cost of techni¬ 
cal know-how. However, after 
the World Bank had provided 
a loan to the Industrial Bank 
of India for on-lending to the 
state corporations, the work¬ 
ing of 1FC1 and ICICI had 
been decentralised. 

The World Bank loan would 
be utilised for refinancing loans 
granted by the state finance 
corporations to the industrial 
concerns for setting up new in¬ 
dustrial projects, expansion, 
diversification and modernisa¬ 
tion of existing units. Mr 
Chhina said that only those 
projects whose cost did not 
exceed by Rs 1 crorc and which 
contained a foreign exchange 
component by way of imported 
plant and equipment, and the 
import of which was covered 
by import licences would be 
sponsored for the loan. Mr 
Chhina said corporations would 
make the disbursement in 
Indian currency, which would 
be utilised to obtain the 
foreign exchange. 

Tarriff Preferences 

An agreement on mutual 
exchange of tariff concessions 
on products of interest to 
eight developing countries, 
including India, came into 
force with effect from, Febru¬ 
ary 11, 1973. These countries 
are: India, Brazil, Israel, Pa¬ 
kistan, Republic of Korea, 
Spain, Turkey and Yugoslavia. 
India has not, however, agreed 
to extend the concessions to 
Pakistan and Israel and simi¬ 
larly these two. countries have 
also excluded India from re¬ 


ceiving the concessions. In 
1971, India and fifteen other 
developing countries partici¬ 
pated in trade negotiations 
under the auspices of the Gene¬ 
ral Agreement on Tariff and 
Trade (GATT). These negotia¬ 
tions culminated into an agree¬ 
ment and eight out of sixteen 
countries have so far ratified it. 
Under the protocol, embodying 
the agreement, India will re¬ 
ceive tariff concessions for 
rails, steam turbines, genera¬ 
tors, public telephone sets etc. 
in Brazil; tobacco, hydraulic 
cement, certain medicines etc. 
in the Republic of Korea; sugar 
confectionery, biscuits, pre- 
fumery etc., in Spain; rubber 
tyres, wires, cables, refrigera¬ 
tors, certain electrical applian¬ 
ces etc. in Turkey; certain steel 
items, refrigerators, calculat¬ 
ing machines (cash registers), 
medical and dental equip¬ 
ments, etc. in Yugoslavia. India 
will also accord tariff conces¬ 
sions to the other five countries 
for items such as olive oil, cer¬ 
tain chemicals, aluminium 
bars, sheets, tools, steem boi¬ 
lers, industrial sewing ma¬ 
chines, etc. Pending the fina¬ 
lisation of the rules of origin, 
the rules applied in the case of 
the Generalised System of Pre¬ 
ferences will be applicable pre¬ 
sently. Organizations, which 
arc authorised to issue certi¬ 
ficates of origin on the same 
lines as for the exports under 
the GSP, are: Export Inspec¬ 
tion Council; Central Silk 
Board; Coir Board; Textile 
Commissioner (Textiles Com¬ 
mittee); All India Handicrafts 
Board; Jute Commissioner; 
and Chief Controller of Im¬ 
ports and Exports (Oflicers-in- 
Chargc of export promotion 
work)- 

UNCTAD to Draw 
Charter 

A “charter of economic 
rights and duties” will be ham¬ 
mered out by the 40-mcmber 
UN Conference on Trade and 
Development. The document, 
first proposed by the Mexican 
President, Mr Luis Echeverria, 
would aim at defining the 
general principles of econo¬ 
mic and trade relations between 
industrialised and developing 
nations. UNCTAD sources 
said the charter will be drawn 
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up by a special work committee 
using guidelines set down by 
the original Mexican proposal. 

The earlier document pro¬ 
vided for: The right of all states 
to adopt the economic and so¬ 
cial system they wanted: the 
duty of all states not to put up 
economic pressures on others; 
the adaptation of foreign capi¬ 
tal investments to the economic 
development objectives of bene¬ 
ficiary countries; nationalisa¬ 
tion and expropriation of 
foreign property only in cases 
clearly necessitated by social 
needs; the concession of pre¬ 
ferential treatment (without 
reciprocity or discrimination) 
by industrialised countries to 
developing states in foreign 
trade; and the abolition of 
tariffs and other exchange obs¬ 
tacles by advanced nations for 
products from developing 
counttries. 

Awards Committee 

The Department of Labour 
and Employment has set up 
a fifteen member awards Com¬ 
mittee with Brig. G.R. Chaina- 
ni, Director General, Factory 
Advice Service and Labour 
Institutes as its convenor to 
adjudge the applications for 
Shram Vir National Awards 
and National Safety Awards 
for the year 1972. 

Shram Vir National Awards 
are given to workers in facto¬ 
ries, mines and plantations in 
recognition of the meritorious 
performance on the part of 
workers on the basis of their 
useful suggestion leading to 
higher productivity, economy 
or greater efficiency. The Na¬ 
tional Safety Awards schemes 
are applicable to industrial un¬ 
dertakings which arc covered 
under the Factories Act for 
promoting safety conscious¬ 
ness in factories and ports. 
The other members of the Com¬ 
mittee are Dr P.V. Thacker, 
Chief Industrial Health Officer, 
Tata Services Limited; Mr LK. 
Puri, Director, Inventions Pro¬ 
motion Board; A representative 
from Indian Standards Institu¬ 
tion; Mr V.L. Khanna, Deputy 
Adviser (Production), Bureau 
of Public Enterprises; Mr S.C. 
Banerjec, Industrial Adviser 
(Engineering) Directorate 
General of Technical Develop¬ 


ment; Mr J.M.L* Tambi, Fe¬ 
deration of Association of 
Small Industries of India; Mr 
B.M. Mehta, Bombay Port 
Trust; Mr Raja Kulkami, In¬ 
dian National Trade Union 
Congress; Mr Vimal Mehrotra, 
Hind Mazdoor Sabha; Mr S. 
Krishnan, Madras Port Trust 
Employees Union; Shri F.A. 
Jasdenwala Representative of 
Council of Indian Employers; 
Representative of All India 
Trade Union Congress; Mr 
S.C. Sheth of M/s Bunkerers 
Limited Bombay and the Chief 
Inspector of Factories, Guja¬ 
rat. 

Award for Indian 
Documentaries 

Documentary film 'Bhutan 4 
has been awarded a Silver Del- 
fan in the category of geogra¬ 
phical films, and the film The 
Ultimate Ruler’, won a Certi¬ 
ficate of Merit, in the category 
of pedagogical films in the 
Ninth — international Educa¬ 
tional Film Festival of the 
Ministry of Education, Govt, 
of Iran, held at Tehran recent¬ 
ly. The film ‘Bhutan’ was direc¬ 
ted by Mr P.N. Kaul and 
produced by Mr Promod Pati. 

Tax Revenue Up 

In the first ten months of the 
current financial year (April— 
January), the collection of di¬ 
rect taxes showed a substantial 
increase. Income-tax and cor¬ 
poration tax yielded revenue 
which was over Rs 127 crores 
higher than in the correspond¬ 
ing period of the previous year. 
Wealth tax collection were up 
by more than Rs 12 crorcs. 
The following are details: 

(Rs crorcs) 

Head of reve- Up to Up to 
nue January January 

31, 31, 

1973 1972 

Income-tax 
and Corpora¬ 
tion tax 831.72 704.62 

Wealth tax 29.49 17.47 

Gift tax 2.66 2.41 

Estate Duty 6.28 5.77 


Seminar on Tourism 

Dr Karan Singh, Minister of 
Tourism and* Civil Aviation,* 


will inaugurate in New Delhi 
on March 12, 1973, an inter¬ 
national seminar on the growth 
of tourism through area deve¬ 
lopment and physical planning. 

Organised by the Depart¬ 
ment of Tourism in associa¬ 
tion with the International 
Union of Official Travel Orga¬ 
nisations (IUOTO), the six- 
day seminar will take up for 
detailed examination various 
factors in tourism planning, 
including regional develop¬ 
ment, planning of archaeologi¬ 
cal sites and development of 
sea-side and mountain resorts. 
About 150 participants from 
member-countries of IUOTO 
and some observers are expec¬ 
ted to attend the seminar, where 
experts in various fields of 
tourism will present papers. 
This is the first time that such 
a seminar is being held in an 
Asian country. 

Machinery Imports 

The office of the Textile 
Commissioner has invited 
applications from units in the 
cotton, woollen, worsted, shod¬ 
dy, art silk weaving, staple fibre 
spinning, synthetic weaving, 
cotton waste, hosiery and gar¬ 
ment industries for the import 
of textile machinery from Bul¬ 
garia and Hungary. The last 
date for application is March 
31. 

New Business by LIC 

The total new business of 
the Life Insurance Corpora¬ 
tion of India in January, 1973 
amounted to Rs 78.15 crores, 
involving 80,301 policies. This 
included foreign business worth 
Rs 0.71 crores. During the 
month, the western zone of the 
corporation completed the 
highest amount of new business 
(Rs 28.57 crores) followed by 
the southern zone (Rs 17.90 
crores) and the northern zone 
(Rs 12.73 crores). The eastern 
and central zones did business 
amounting to Rs 9.25 crorcs 
and Rs 8.99 crores respectively. 
The total business completed 
by the corporation, including 
foreign business, during the 
first ten months of the current 
financial year amounted to 
Rs 1,233.55 crores compared 
with Rs 1088.01 crores during 


the ‘corresponding period > of 
1971-72: 

Computers on Railways 

Fourteen computers are ins¬ 
talled on the Indian Railways, 
nine on the zonal Railways, 
one each in the Chittaranjan 
Locomotive Works at Chitta¬ 
ranjan, the Diesel Locomotive 
Works at Varanasi and the 
Integral Coach Factory at 
Perambur, and the remaining 
two in the Railway Boad and 
at the Mughalsarai Marshalling 
Yard. The computer in the 
Railway Board helps in pro¬ 
cessing information on the 
interchange of wagons between 
the Railways and maintaining 
an account of wagon holdings 
and pool balances. The Board’s 
computer receives information 
from 41 interchange points and 
seven marshalling yards. The 
information is used for realis¬ 
tic planning of wagon move¬ 
ments from day-to-day. It 
also keeps track of broad gauge 
wagons interchanged and moni¬ 
tors the movement of special 
stock like acid wagons and 
petrol tank wagons. The Mu¬ 
ghalsarai Marshalling Yard, 
which is the busiest and biggest 
interchange junction in India, 
is called upon to handle more 
than 5,500 wagons every day. 
The computer at this yard has 
helped in streamlining the 
yard’s statistics and greatly re¬ 
duced the incidence of un¬ 
connected wagons. 

On the zonal Railways, the 
computers are used for preparing 
traffic accounts, inventory cont¬ 
rol and pay rolls among other 
things. Before the computers 
were introduced, it was difficult 
to obtain a complete account 
of the earnings from the sta¬ 
tions which was handled manu¬ 
ally. The computers now make 
available an up-to-date realis¬ 
tic position. Computers have 
also helped to bring down pro¬ 
gressively the inventory of rail¬ 
way stores. The Railways han¬ 
dle about 35,000 items of main¬ 
tenance stores in about 64 de¬ 
pots spread throughout the 
railway network. 

Companies in the 
News 

FCI Exceeds Capacity 

The Trombay unit of the 
Fertiliser Corporation of In- 
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dia Ltd, has exceeded its an¬ 
nual rated capacity in 1972-73 
in suphala. production. The 
unit in the ten months of 1972- 
7 3 had produced 2,12,964 met¬ 
ric tons of suphala which is 
its annual rated capacity. The 
unit also recorded the highest 
ever production of argon gas. 
It has produced 149,788 cubic 
metres up to February 9 against 
the rated capacity of 111,000 
cubic metres up. 

FACT to Double Output 

The FACT unit at Udyoga- 
mandal and its subsidiary, the 
new unit at Ambalamedu, are 
to be expanded at a cost of Rs 
75 crores. The plan is to double 
production at both the units. 
Hie unit at Udyoganiandal 
now has a capacity ot one lakhs 
tonnes of ammonia, 1.60 lakhs 
tonnes of ammonium phos¬ 
phate and 1.78 lakhs tonnes of 
ammonium sulphate per 
annum. The Ambalamedu 
unit, which is still to go on 
stream, is slated to produce 
1,000 tonnes of urea and 1,500 
tonnes of NPK per day when 
both its stages arc ready. 

Breakthrough by Facit Asia 

Facit Asia, Madras, has 
entered the non-traditional so¬ 
phisticated markets of the 
west. The company pioneer 
manufacturers of calculators, 
has secured the third consecu¬ 
tive order worth Rs II lakhs 
^ from Hunguarv. 


HEL rectiformer for Thana 

A 90,000 amps DC rectifor¬ 
mer, the largest of its kind in 
the country, supplied by the 
state-owned Heavy Electricals 
factory, has been commis¬ 
sioned at Bombay. The second 
rectiformer is under manufac¬ 
ture at the Bhopal factory. 
This equipment has the capa¬ 
city of producing 1.8 lakh 
tonnes of caustic soda at the 
Standard Alkali Works at 
Than$. The equipment was 
specially designed to meet the 
space limitation at the Thana 
factory. The Bhopal factory 
has already supplied over 30 
large rectiformers which are 
in service in chemical and 


aluminium plants in the 
country. 

ONGC Completes 1000th Drill 

The Oil & Natural Gas 
Commission, which started ex¬ 
ploring for oil or gas a little 
over 15 years ago, has comple¬ 
ted the drilling of its 1000th 
well. Till the end of December 
1972, the Commission had 
completed the drilling of 998 
wells. Nearly half of these had 
been drilled in the last six 
years. The Commission's dril¬ 
ling operations began at Jwa- 
lamukhi in April 1957. Since 
then drilling operations have 
been extended to 72 structures 
in Gujarat, 12 in Assam, one 
in Tripura, 3 in Uttar Pradesh, 

5 in Punjab and Himachal 
Pradesh, 2 in Bihar, 5 in Ra¬ 
jasthan, 9 in Tamil Nadu and 
Pondicherry and one each in 
West Bengal, Jammu Sc Kash¬ 
mir and one off-shore structure 
in the Gulf of Cambay. Out 
of 112 structures taken up for 
drilling, 100 have already 
been tested. Of these, 27 have 
been found oil bearing and 4 
gas bearing. All these struc¬ 
tures are located in Gujarat 
and Assam. The Commission 
is now ready to launch from 
April this year a five-year pro¬ 
gramme of oil exploration 
hoping to add 64 million tonnes 
of crude to the country's pre¬ 
sent oil reserves of 120 million 
tonnes. The Commission 
would also shortly undertake 
drilling in off-shore Bombay 
High area with the help of the 
mobile floating platform. 

ECGC Maintains Progress 

The Export Credit and 
Guarantee Corporation has 
completed another useful year 
of support to exporters. Tn 
1972, the value of exports co¬ 
vered under the Corporation’s 
policies was Rs 206 crores, re¬ 
presenting an increase of 49 
per cent over the previous year. 

The value of bank advances 
supported by the Corporation’s 
guarantees was nearly Rs 500 
crores during 1972 represent¬ 
ing an increase of 72 per cent 
over the previous year. Sup¬ 
port was also extended to ex¬ 
porters and banks through 
payment of claims on a fairly 
large scale. The gross claims 
paid during 1972 amounted to ^ 


Rs 3.10 crores. Even after tak¬ 
ing into account the recoveries, 
the net claims paid amounted 
to Rs 1.35 crores. All exports 
of capital goods, plant and 
machinery involving payment 
of deferred terms are covered 
under the corporation's policies 
and guarantees. However, small 
exporters represent majority 
of policy holders of the corpo- 
ration and over 4,000 expor¬ 
ters are at present policy 
holders of the corporation. 

TWA 

Trans World Airlines 
(TWA) continued in 1972 its 
programme of cost control, 
service improvement, market¬ 
ing innovation and increased 
productivity. Combined with 
increased growth in passenger 
and cargo air traffic and a new 
domestic passenger fare in¬ 
crease these programmes re¬ 
sulted in a sharply improved 
financial position. TWA re¬ 
ported a 47.5 million dollars 
(approximately Rs 34.58 cror¬ 
es) preliminary net profit for 
the first eleven months of 1972 
at 40.1 million dollars (approxi¬ 
mately Rs 29.19 crores) im¬ 
provement over the same period 
in 1971. The airline recorded 
a 14.5 per cent increase in re¬ 
venue passenger miles flown 
during the flrst eleven months 
of the the year over the same 
period of last year. Service 


and marketing highlights of 
the year included introduction 
Lockheed L-1011 aircraft, in¬ 
auguration of Ambassador Ex¬ 
press short-haul service and 
expansion of TWA’s Getaway 
Programme vacation packages. 

In Brief 

The government is consi¬ 
dering the question of upgrad¬ 
ing Gwalior town to ’B* grade 
city. 

The Tamil Nadu government 
raised the power cut for in¬ 
dustries to 75 per cent with 
effect from February 15. 

West Bengal government has 
received offers of nearly Rs 
^00 crores for investment in 
industry in the state. 

The Posts Sc Telegraphs De¬ 
partment expects to save more 
than one crore rupees a year 
by cutting down the number of 
forms now in use for various 
transactions. 

Fresh rules of seniority have 
been prepared for Class I 
officers of the Income-Tax 
Service, both direct recruits 
and promotees. 

The central government has 
decided to renew the recogni¬ 
tion granted to the Bangalore 
Stock Exchange Limited for a 
further period of five years 
from February 16, 1973. The 
terms of the renewal stipulate 
that dealings shall not be per¬ 
mitted on the exchange except 


DEPARTMENT OF ELECTRONICS 
Assembly of Ferrite Core Memories 

The Department of Electronics has deJdol that facilities should 
be set up in the country as early as possible for the assembly of 
Ferrite Core Memory planes and stacks for computer applications. 
The Department would consider proposals for setting up such faci¬ 
lities within the scope of the Industries Development and Regulation 
Act. 

Applicants may take the total requirements of the country to 
be 100 million Cores (in the range 12-20 mil for fast memories and 
20-50 mil for slower memories) per year by the end of the Fifth 
Five Year Plan, which is the tentative figure now being used in the 
Department. Foreign collaboration for the scheme if required will 
be considered on merits. Import of Cores for the assembly pro¬ 
gramme will b; allowed from sources as approved from time to 
time by the Government, 

The proposal should be submitted with all relevant technical 
details so as to enable the Department to make full evaluation of 
each proposal as al 90 study the comp irativo merits and demerits of 
all the proposals which might be forthcoming. Applications in 
sealed cover should be addressed to Officer-on Sped >1 Duty, Depart¬ 
ment of Electronics, Vigyan Bhav.rn Annexe, New Delhi-1!. After 
scrutiny, the same will be forwarded to the Mintstry or Industrial 
Development or tie respective State Directors of Industries for 
being processed under the normal rules. Applicants arc requested 
to include three addiition.il copies of the application to facilitate 
evaluation. Last date for receipt of applications is 31st March, 1973. 

davp 646 (8)/72-- 
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for spot delivery and for deli¬ 
very and payment within a 
period not exceeding 14 days 
following the date of the cont¬ 
ract. 

A new trade plan for Rs 70 
crores has been drafted between 
India and the German Demo¬ 
cratic Republic. 

India and Malaysia signed 
a new agreement providing for 
mutual air traffic rights in the 
two countries. 

The first MIG 21 M pro- 
r duced at the Nasik division 
of the Hindustan Aeronautics 
Ltd was formally handed over 
to the Indian Air Force. 

A new housing material 
which requires no steel and 
negligible cement has been de¬ 
vised by the Poona centre of 
the Indian Institution of In¬ 
dustrial Engineering. 

The foreign Ministers of the 
Association of South East 
Asian Nations (ASFAN) 
agreed to hold an Asian forum 
and to expand the member¬ 
ship of ASEAN to cover all 
countries in South-East Asia. 

The British government 
would give an additional 
£500,000 in 1973 to the UN 
Development Programme. 

Cuba and Canada have sign¬ 
ed an anti-hijacking agreement. 

Delegations from more than 
60 countries, including India, 
will attend the world confe¬ 
rence for Viet Nam scheduled 
to be held in Rome from Feb¬ 
ruary 22 to 24, The conference 
is being sponsored by the 
*‘Italy-Vict Nam Committee". 

Names in the News 

Mr K.K. Unni took over as 
Managing Director of Air 
India on February 13. This is 
the first time that a senior exe¬ 
cutive of Air India has been 
selected to fill the post of 
Managing Director. He join¬ 
ed Air India in October 1960. 
Before that he served in the 
Ministry of Transport and 
Communications, government 
of India, where he was actively 
associated with Civil Aviation. 
He is a member of the Council 
of All India Management As¬ 
sociation. 

Mr S. Ramamritham has 

taken over as new Director 
General, Civil Aviation. Ear¬ 
lier, he was Deputy Director 


General in charge of technical 
airworthiness and operational 
directorates in Civil Aviation. 

Mr Ramatnritham has de¬ 
signed a series of gliders and 
sailplanes, namely, Ashvini, 
Bharani, Rohini and Kartik. 
He represented India at the 
meetings of the Commonwealth 
Advisory Aeronautic Research 
Council and Assembly of the 
International Civil Aviation 


Organisation. He was elected 
Fellow of the Royal Aeronauti¬ 
cal Society, London. 

Mr Charat Ram, industrialist, 
has been unanimously elec¬ 
ted President of the Federation 
of Indian Chambers of Com¬ 
merce and Industry for 1973-74. 
Mr Charat Ram, who is now 
FICCI Vice-president, will take 
charge of his new office after 
the annual session which will 


be inaugurated by the Prime 
Minister, Mrs Indira Gandhi, 
on March 31. 

Mr K.R. Singh Communica¬ 
tions Manager, IBM World 
Trade Corporation, has been 
re-elected Chairman of the 
Public Relations Society of 
India, Delhi Chapter. Mr 
R.P. Agarwala, Manager, Eas¬ 
tern Economist, has been re¬ 
elected Secretary of the Society. 



The way to economic emancipation 


- ■ In several free and developing countries foreign political imperialism has 
yielded place to economic imperialism. Our own country is no exception, 
as witnessed by the rising tide of foreign domination even in branded 
consumer goods industries. 

■ Threatening to engulf our economy, this neocolonialism impedes, in more 
ways than one,our national drive for true and total economic self-reliance. 


■ Legislation by the state can effectively curb this foreign economic domina¬ 
tion, only when it is backed by popular will rooted in economic patriotism. 
The awakening consumers in their millions must rise to the occasion and 
refuse to be enticed by things foreign. For this simple reason. Whether 
imported or smuggled or produced in India by foreign companies—some 
of them in Indian guise I—and marketed under international brand names 
claiming foreign origin or ownership, all alike drain away precious foreign 
exchange in many forms and cripple indigenous industries. 


i The cigarette industry in India is a glaring example.Most cigarettes in India 
are even today made by foreign companies and variously drain away the 
country's precious foreign exchange.In heartening contrast,however,quality 
cigarettes by Golden Tobacco are 100 per cent Indian and help to conserve 
scarce foreign exchange. 



GOLDEN 
TOBACCO 
COMPANY LIMITED 

WHOLLY INDIAN 
• ownership ■ control 
■ management ■ know-how 

Vila Pari.. Bombay 400 064 
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COMPANY 

AFFAIRS 


Automobile Products 

Automobile Products of 
India has maintained the 
equity dividend at 10 per cent 
for the year ended July 31, 
1972. Although sales have 
gone up by Rs 2.11 crores to 
Rs 14.24 crores, the profit 
after depreciation has gone 
down substantially from Rs 
56.37 lakhs to Rs 24.10 lakhs. 
The drop in profitability is 
attributed to increase in 
material and labour costs, 
higher incidence of import 
duty and interest charges. A 
sum of Rs 11 lakhs was pro¬ 
vided for taxation as against 
no allocation in 1970-71. The 
appropriation to development 
rebate reserve was reduced 
from Rs 22.50 lakhs, to Rs 
8.75 lakhs while the allotment 
to deprcciative reserve was 
raised from Rs 38.89 lakhs 
to Rs 54.47 lakhs. During 
1971-72 the company produced 
24,038 scooters and 2,998 
three wheelers as against 25,214 
and 667 units produced respec¬ 
tively in the previous year. T he 
company has secured a letter 
of intent to expand the 
licensed capacity of the scooter 
division to 48,000 units per 
annum and a licence is ex¬ 
pected to be received shortly. 
Meanwhile it has developed a 
175 CC model scooter which 
is expected to be pul on the 
market shortly. The company 
has entered into a tripartite 
agreement with the government 
of India and Innocenti of 
Italy lo set up a plant for the 
manufacture of one lakh 
Lambrctta scooter at Lucknow 
by transferring the plant and 
machinery of Innocenti to 
India. A public sector com¬ 
pany by the name of ‘Scooters 
of India Ltd/ has been formed 
to undertake this project. The 
company has been allowed to 
increase the licensed capacity 
of clutch assemblies from 
50,000 to 1,50,000 and of 


brake assemblies from 30,000 
to 100,000. The company is in 
the process of shifting its 
clutch and brake division to 
Aurangabad where the plant 
is already in operation. The 
management hopes that the 
plant will achieve full produc¬ 
tion by mid-1973. In October 
1972, an industrial licence Was 
issued to the company for the 
manufacture of 12,000 Leyland 
Nuffield tractors in UP. The 
government has allowed the 
import of 500 tractors in SKD 
and CKD conditions as a pre¬ 
liminary step and 250 tractors 
are already in India and are 
being assembled. The balance 
will be received in the next 
few months. The government 
has also approved the com¬ 
pany’s application for the 
import of machinery and 
equipment worth Rs 2.25 crores 
for the tractor project. In all 
probability a new company 
will be formed to undertake 
this project. 

Indian Aluminium 

The Director of Indian Alu¬ 
minium Company Limited, 
has recommended payment of 
a final dividend of Rs 0.90 per 
ordinary share. The bonus 
shares issued by the company 
on 29 December 1972, in the 
ratio of 1:2, qualify for this 
dividend. Ordinary dividends 
for 1972 will absorb Rs 25.2 
million as compared with Rs 
20.4 million in 1971. The 
Directors have also recom¬ 
mended payment of a dividend 
of Rs 6.25, subject to income- 
tax payable by the company 
on each preference share. Both 
the ordinary and preference 
dividends are subject to deduc¬ 
tion of shareholders’ income- 
tax at source. Sales in 1972 
rose by 10 per cent to a new 
record level of Rs 441 million 
and profits were well main¬ 
tained despite the loss of 


significant metal production 
due to power cuts and a short 
strike at the company’s largest 
smelter. An outstanding 
achievement of the year was 
the successful bringing into full 
operation oft he most modern 
aluminium rolling complex in 
the country. Another high¬ 
light was the initiation of cons¬ 
truction work on the third 
20,000 tonnes capacity potlinc 
at the Belgaum smelter, for 
which an industrial licence 
from government of India has 
been received. This potline 
will add just over 25 per cent 
to the company's smelling 
capacity when completed in 
1974. Net profit after deduc¬ 
tion of lax and making provi¬ 
sion for development rebate 
reserve amounted to Rs 39.1 
million in 1972 The comparable 
1 ( >71 figure was Rs41.9 mil¬ 
lion. Profit before development 
rebate reserve and tax was Rs 
83.8 million as compared with 
Rs 88.4 million in 1971. A 
number of factors held down 
the year’s profit the most 
important of these was the 
loss of about 15 per cent of 
planned metal production due 
to power cuts and the strike 
at the Belgaum smelter. A 
continuing problem was further 
increases in purchase raw 
materials costs and escalation 
in employment costs without 
any off setting increases to 
controlled selling prices being 
allowed. 

Related lo the Belgaum 
expansion, the company has 
applied for industrial licences 
to expand its fabricating 
facilities at Taloja and Kalwu 
in Maharashtra. The smelter 
and the fabricating projects 
involve an estimated capital 
cost of Rs 201 million. To 
finance a part of the cost of 
these expansion, programmes 
and as required by the indus¬ 
trial licences covering the 
Belgaum smelter expansion, 


the company intends to issue 
new Ordinary Shares to Indian 
residents for a total amount 
of Rs 67 million including 
premium. The details of this 
issue arc subject to negotia¬ 
tion with the Controller of 
Capital Issues, government 
of India, and lo completion of 
the necessary procedural steps. 
The annual general meeting of 
the com pan v will be held on 
April 25. 1973. 

Bank of Indore 

State Bank of Indore has 
made rapid strides in all the 
major fields of its activities. 
Deposits, advances, assistance 
to priority sectors and branch 
expansion, in particular, re¬ 
corded significant improve¬ 
ments over 1971. The average 
aggregate deposists of the 
bank shot up lo Rs 43,43 
crores and were* higher by as 
much as Rs 9.49 crores, regis¬ 
tering a handsome increase of 
27.9 per cenl over 1971. 
Advances as on December 31, 
1977, stood at the peak level 
of Rs 32.23 crores as against 
lo Rs 17.41 croics at the end 
of the preceding year, repre¬ 
senting a gain of 17.6 per cent 
over 1971. 

The bank also granted 
loans at the concessional 
rale of interest of four per 
cent to selected low income 
groups lor productive purposes 
at a nilmher of branches. The 
total credit extended to the 
neglected sectors of the econo¬ 
my comprising retail traders, 
transport operators and pro¬ 
fessionals as well as to the 
priority sectors such as small 
scale industries, agriculture 
and exports rose from Rs 7.99 
crores at the end of 1971 to 
Rs 8.2? crores at the end of 
1972, forming nearly 25.5 per 
cent of the bank's total advan¬ 
ces. The number of branches 
loo increased durum the year 
from I OS to 121. The working 
of the hank during the year 
has resulted in a net profit of 
Rs 3.57 lakhs as com oared to 
Rs 3.92 lakhs in 1971. To¬ 
gether with the sum of Rs0.19 
lakh carried forward, the 
amount available for appro- 
pritions came to Rs 3.76 lakhs. 
Out of this, a sum of RsO.76 
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lakh was transferred to reserve 
fund, Rs 0.10 lakh to staff 
welfare fund, and R$ 2.80 
lakhs for payment of dividend 
at the rate of Rs eight per 
share as compared to Rs 0.84 
lakh, Rs 0.35 lakh and Rs 2.80 
lakhs provided respectively in 
1971. This leaves a balance 
of Rs 0.10 lakh to be carried 
to the next year's accounts. 

Gujarat Machinery 

Gujarat Machinery Manu¬ 
facturers has reported improv¬ 
ed working results for the 
year ended September 30,1972. 
Its sales have advanced from 
Rs 77.18 lakhs to Rs 1.03 
crores while its gross profit 
moved up sharply from Rs 
17.61 lakhs to Rs 19.77 lakhs. 
The improved trend witnessed 
during the year under review, 
it is hoped, will be maintained 
during the current year as 
well considering that it has 
already on hand orders worth 
Rs l ,25 crores. The company’s 
plans to enlarge the range of 
its products arc already under 
way. It has already imple¬ 
mented the scheme lor the 
manufacture of 4000L and 
5000L Capacities glass lined 
chemical equipment and 
the equipments arc currently 
in use in chemical industry. 
The industrial machinery divi¬ 
sion has been supplying 
stainless steel vessels, heat 
exchangers, tumbler driers, 
storage tanks and other 
items for chemical, pharma- 
ceutial, pctro-chcmical, ferti¬ 
liser and synthetic fibre 
industries. 

Out of the gross profit the 
directors have appropriated Rs 
4.72 lakhs to depreciation and 
Rs 6.03 lakhs to development 
rebate reserve as against Rs 4.65 
lakhs and Rs 12.96 lakhs pro¬ 
vided respectively in 1970-71. 
The company has now cleared 
all arrears of development 
rebate reserve. The balance 
of Rs 9.01 lakhs has been 
adjusted against the accumn- 
lated loss of Rs 15.81 lakhs. 
After other adjustments, the 
loss of Rs 6.74 lakhs has been 
carried forward. 

Suessen Textile 

Sucsscn Textile Bearings has 
declercd a higher dividend of 
14 per cent for the year ended 
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September 30,1972 as compar¬ 
ed to 12 per cent paid for 
1970-71. Although sales re¬ 
corded a modest rise of 12 
percent from Rs 1.98 crores 
to Rs 2.21 crores, gross profit 
has jumped by as much as 
75 per cent from Rs 27.10 
lakhs to Rs 47.46 lakhs. The 
improved results are attribut¬ 
ed to the benefits of better 
internal control and the 
rigorous implementation of 
the programme of import 
substitution. The company 
has sufficiently large orders on 
hand to absorb production for 
several months. Besides it 
has received industrial licences 
to manufacture annually 30,000 
sets of drafting material for 
speed frames and 120,000 
pieces of bottom roller bearings 
and the production is expected 
to start before the end of the 
year. Further the company 
expects to receive shortly 
permission to expand the 
production capacity for spindle 
inserts from 300,000 to 600,000 
pieces and that for top rollers 
from 8.67 lakhs to 12.10 lakh 
pieces. Its proposal for the 
renewal of its agreement for 
German technical collabora¬ 
tion has been approved by 
the government. 

Out of the gross profit the 
directors have earmarked a sum 
of Rs 10.39 lakhs to deprecia¬ 
tion, Rs 2.22 lakhs to develop¬ 
ment rebate reserve as against 
Rs 6.86 lakhs and Rs 3.07 
lakhs allocated respectively in 
1970-71. An amount of Rs 1.65 
lakhs was allotted for meeting 
tax libilics as against no pro¬ 
vision in the previous year. 
After adjustments there is a 
surplus of Rs 26.29 lakhs 
which has been transferred to 
the general reserve. The pro¬ 
posed equity dividend will 
claim Rs 6.52 lakhs as against 
Rs 5.59 lakhs in 1970-71 and 
will be paid out of she general 
reserve. 

Dhtramsi Morarji 

The Dharamsi Morarji Chemi¬ 
cal Co. has decided to buy 
17,360 equity shares of Alb¬ 
right, Moraraji and Pandit 
Ltd (AMP) at a price of 
Rs 142 per share ex-bonus 
cum dividend. Albright and 
Wilson, one of the mtfjor 


shareholders in AMP, have 
offered these shares to the 
DMC. The face value of the 
equity shares of the AMP is 
Rs Rs 50 each while their 
current market value is Rs 
187.50 each (ex-bonus cum 
dividend). DMCs investment 
in AMP is at present 27 per 
cent and will increase to 33.2 
per cent after the 17,360 shares 
offered by Albright and Wil¬ 
son are purchased. An ex¬ 
traordinary general meeting of 
shareholders of DMC is being 
called to get the shareholders* 
sanction for the deal. 

Parrys Confectionery 

Parrys Confectionery Ltd has 
earned during the year ended 
September 30, 1972 a net pro¬ 
fit of Rs 8.90 lakhs before 
providing for taxation as 
against Rs 15.51 lakhs in 1970- 
71. After deduction an amount 
of Rs 6.46 lakhs being the pro¬ 
vision for taxation including 
the sum of Rs 36,002 being the 
tax on royalty and dividend 
from Parrys Confectionery 
(Malaysia) Sendirian Berhad, 
there is a net profit of Rs 2.44 
lakhs as compared to Rs 6.11 
lakhs in 1970-71. After adding 
a sum of Rs 18,610 being the 
surplus brought forward from 
last year, Rs 1.34 lakhs trans¬ 
ferred from development re¬ 
bate reserve, Rs 1.05 lakhs trans¬ 
ferred from general reserve, the 
amount available for appro¬ 
priation came to Rs 5.01 lakhs. 
Out of this, an amount of Rs 
1.09 lakhs was appropriated to 
development rebate reserve. 
While the recommended equity 
dividend of 14 per cent will 
absorb Rs 3.92 lakhs, leaving 
a surplus of Rs 419 to be car¬ 
ried forward to the next year's 
accounts. Sales of the company 
remained unchanged at Rs 330 
lakhs although quantitatively 
there was a reduction to 41,203 
quintals from 43,246 quintals 
in 1970-71. Sugar prices were 
unfavourable throughout the 
year and this, with the increase 
in the prices of other raw 
materials, resulted in higher 
costs of production. Parrys 
Confectionery (Malaysia) Sen¬ 
dirian Berhard has declared 
for the year ended December 
31, 1971, a dividend of 10 per 
cent which on the company’s 
investment amounts to Rs 
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30*000 after deduction of 
Malaysia Income Tax. Besides 
a royalty of Rs 40,005 has ac¬ 
crued for the year ended Sep-, 
tember 30, 1972. 

News and Notes 

{Expansion and Diversification) 

The house of Malhotras 
will soon go into the produc¬ 
tion of saw blades and tools, 
which will be marketed abroad 
by Spear and Jackson Interna¬ 
tional Ltd. 

Malhotras have entered into 
a technical collaboration agre¬ 
ement with Spear and Jackson 
International whereby the tech¬ 
nical expertise and marketing 
resources of the British com¬ 
pany and the relatively low 
costs and ready availability of 
skilled labour in India will be 
utilised to the maximum extent. 
Malhotra Spear and Jacks has 
already started trial runs of its 
plant at Thana. According to 
Mr V. P. Malhotra, the com¬ 
pany’s turnover in 1973 will be 
about Rs 30 lakhs and will go 
up by three times within two 
years. The British company 
has participated to the extent 
of 40 per cent, of the share 
capital of Malhotra Spear and 
Jackson. The company has 
no plans at present to enter the 
capital market but might think 
of it after three years. 

New Issues 

Piramal Steel Ltd is setting 
up a mini steel plant near 
Thana, Bombay, by installing 
10/12 tonnes electric arc furnace 
for manufacturing steel ingots 
and billets. The plant will have 
a installed capacity of 21,000 
tonnes per annum on a three 
shift basis. The furnace will 
be supplied by general Electric 
Co. of India. The project is 
expected to be commissioned 
by the middle of this year. The 
company proposes to take up 
at a later stage the production 
of spring steel and alloy steel. 
The promoters have taken up 
equity shares worth Rs 11.20 
lakhs. The company is now 
offering to the public for sub* 
scription equity capital of the 
value of Rs 16.80 lakhs and 
preference capital worth Rs 
seven lakhs. The capital outlay 
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on the projects is estimated at 
Rs 109.02 lakhs. This will be 
financed through the share ca¬ 
pita! of Rs 35 lakhs, a term 
loan of Rs 15 lakhs from 
SICOM, another loan of Rs 25 
lakhs from a bank,, deferred 
payment facility of Rs 32.50 
lakhs and unsecured loans and 
deposits of Rs. 1.52 lakhs. 

Regal Papers Ltd has recei¬ 
ved an industrial licence to 
manufacture 1500 tonnes of 
cast coated papers and boards 
per annum. The company has 
already acquired 2833 hectares 
of land in the industrial area 
at Kavi Nagar in Ghaziabad 
which has good infrastructural 
facilities. The civil construc¬ 
tion is making rapid progress 
and the company hopes to 
start trial production by Nove¬ 
mber and market its products 
by December 1973. The salient 
feature of the project is that it 
is a technician-oriented project 
and Dr R.L. Bhargava who is 
the chief promoter of the pro¬ 
ject is a very well known figure 
in paper and paper converting 
industry. To raise part of the 
resources required for the im¬ 
plementation of the project the 
company entered the capital 
market on February 19 with a 
public issue of Rs 19.60 lakhs 
comprising 126,000 equity 
shares of Rs 10 each and 7,000 
(9.5 per cent) redeemable cumu¬ 
lative preference shares of Rs 
100 each. The subeription list 
will close on March 1 or earlier 
at the discretion of the directors 
of the company but not before 
February 23. 

The total cost of the project 
is estimated at Rs 109.20 lakhs 
and it will be financed by 
the share capital of Rs 28 of 
lakhs, loans from ICICI 
Rs 7.00 lakhs, UP Financial 
Corporation of Rs 13.00 lakhs, 
deferred payment arrangement 
with UP State Industrial Cor¬ 
poration of Rs 1.60 lakhs, and 
bank borrowings and cash 
accruals of Rs 25,00 lakhs. 
Barring unforeseen circums¬ 
tances the directors are hopeful 
of declaring a reasonable divi¬ 
dend within a comparavitcly 
short period from the com¬ 
mencement of production. 

Company Meeting 

Perrys Confectionery Ltd: 
Dare House Extension, Parry’s 
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Corner, Madras-1; February 
28; 4.00 P.M. . 

Capital and Bonus 
Issues 

Consent has been accorded 
to nine companies to raise 
capital amounting to over 
Rs 5.34 crorcs. Following are 
the details: 

Guest Keen William Ltd., 
Howrah, has been granted 
consent valid for three months 
for issue of bonus shares worth 
Rs 316,09,370 in the ratio 
of 1:2. 

Padmavati Raje Cotton Mills 
Limited, Calcutta, has been 
accorded consent, vaild for 3 
months to capitalise Rs. 6 
lakhs out of their General 
Reserve and issues fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of one bonus share for every 
five equity shares held. 

Anglo American Marine Com¬ 
pany Limited, Bombay, has 

been granted consent for issue 
bonus shares worth Rs 5 lakhs 
valid for 3 months. 

Ahura Chemicals Private 
Limited, Bombay, has been 
accorded consent, valid for 3 
months, to capitalise Rs 21 
lakhs out of their General 
Reserve and issue equity shares 
of Rs 100 each as fully paid 
bonus shares in the ratio of 
3 bonus shares for every 5 
equity shares held. 

Sundram Fasteners Limited 
Madras, having a paid-up capi¬ 
tal of Rs. 50 lakhs has been 
accorded consent for the issue 
of further capital of Rs 20 
lakhs in equity shares of Rs 
10 each to be issued at per on 
conversion of the loan of Rs. 
20 lakhs obtained from M/s 
Southern Roadways Private 
Limited. The Consent Order 
is valid for 12 months only. 

Mohta Alloys & Steels Limi¬ 
ted, has communicated to 
government of its proposal to 
issue capital under clause 5 
of the Capital Issues (Exemp¬ 
tion) Order, 1969 to the value 
of Rs 52.50 lakhs in equity 
of Rs. 10 each and preference 
shares of Rs 100 each for sett¬ 
ing up a plant to manufacture 
steel ingots. 

Metal Scraps Trade Corpo¬ 


ration Limited, Calcutta, has 

been accorded consent, valid 
for 12 months, to issue further 
capital of Rs 56 lakhs for cash 
at par to the President of India. 
The proceeds of the issue will 
be utilised for financing the 
enlarged and diversified acti¬ 
vities of the Corporation. 

Andhra Steel Corporation 
Limited, Calcutta, has made a 
statement of proposals of Rs 
30 lakhs, as lo Rs 15 lakhs in 
equity shares on right basis 
and Rs 15 lakhs in redeemable 
cumulative preference shares 
and the same has been acknow¬ 
ledged by the government. 
The same shall be valid for a 
period of 12 months. The pro¬ 
posed issue is to be utilised 
for the purpose of implemen¬ 
tation of the second phase of 
the company’s project at 
Bangalore. 

Regal Papers Limited, New 
Delhi, has been accorded con¬ 
sent for issue of capital of Rs 
28 lakhs (inclusive of Rs 5.90 
lakhs already subscribed) com¬ 
prising of Rs 21 lakhs equity 
and Rs 7 lakhs in 9.5 per cent 
preference shares both for cash 
at par out of the above equity 
shares worth Rs 12.60 lakhs 
and entire preference shares 
shall be offered to the public. 


The proceeds shall be utilised 
lor meeting a part ot the pro¬ 
ject cost for the manufacture 
of High Giese Cast coated 
papers in terms of a licence 
granted on September 16, 1971. 
The consent order is valid for 
J2 months. 

Interim Dividends 

Pfizer Ltd, has proposed a 
fourth interim dividend of 60 P 
per share i.e., six per cent for the 
year ended November 30, 1972. 
Along with three interim divi¬ 
dends of 50 paise per share 
each i.e., live per cent the total 
dividend for the year conics to 
Rs 2.10 per share i.e. 21 per 
cent on a capital as enlarged by 
two-for-live bonus issue. 'Flic 
total dividend for the previous 
year on old capital was Rs2.70 
per share i.e. 27 per cent. The 
directors do not intend to pay 
any linal dividend for the year 
ended November 30, 1972. 

The directors of Hank of 
Baroda Ltd have announced an 
interim dividend of Rs 5 per 
share for the year ended Dece¬ 
mber 31, 1972. 

Warner Hindustan Limited has 

declared an interim dividend of 
12 per cent on the e pity shares 


Dividends 


Name of the company 

Year ended 

Equity 

dividend 



declared for 



Current 

Previous 



year 

year 

Higher Dividend 




Luxmi Starch 

March 31, 1972 

4.0 

Nil 

Bojaraj Textile 

September 30. 1972 

15.0 

10.0 

Nellimarla Jute 

July 31, 1972 

12.0 

10.0 

Precision Bearings 

August 31, 1972 

9.0 

8.0 

Ugar Sugar Works 

June 30, 1972 

20.0 

14.0 

Kasturi and Sons 

June 30, 1972 

15.0 

9.0 

Oudh Sugar Mills 

June 30, 1972 

25.0 

22.0 

D.B.R. Mills 

June 30, 1972 

10.0 

Nil 

Sarvaraya Sugars 

September 30, 1972 

J5.0 

6.0 

Same Dividend 




Empire Jute 

July 31, 1972 

Nil 

Nil 

Ralliwolf 

August 31, 1972 

20.0 

20.0 

Ralli Chemicals 

August 31, 1972 

Nil 

Nil 

Rallis India 

August 31, 1972 

14.0 

14.0 

Jaswant Sugar 

May 31, J972 

Nil 

Nil 

Gwalior Sugar 

June 30, 1972 

Nil 

Nil 

United Carbon 

December 31, 1972 

20.0 

20.0 

Hemalatha Textiles 

June 30, 1972 

Nil 

Nil 
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of the company for the year 
ended December 31, 1972. 

Letters of Intent* 

Tin? lou owiNt.; Letters of in¬ 
tent were issued under the 
Industries (Development and 
Regulation) Act 1951, during 
the four weeks ended Septem¬ 
ber 16. 1972. The list contains 
names and addresses of the 
licensees, ai tides of manufac¬ 
ture, types of licence—New 
Undertakings (NU); Substa¬ 
ntial bxpunsion (SL); New 
Articles (NA); C arry out tiusi- 
necss *(CX)B); shifting—and 
annual installed capacity. 

Metallurgical Industries 
(Non-Ferrous) 

M/s Jayant Metal Mfg. Co, 
16, Sayani Road, Bombay-25, 
DD. (Bombay-Maharashtra) - 
Aluminium Alloy Rivets 
Expansion from 17 tonnes to 20 
tonnes; New Articles - Non- 
Ferrous Rivets, Copper Brass 
& Aluminium-60 tonnes; 
Copper Prat Nails, Tacks Brads 
and Roves 60 tonnes; Brass, 
Copper, Phosphor Bron/.e 
Bolts, Nuts, Studs and Washers 
--35 tonnes (NA/SF); M/s 
The Indian Rolling Mills, 
Deputy Ka Parao, Kanpur 
UP (Unao- IJttar Pradesh) 

— Milk Steel & Medium and 

High Carbon Steel Billets 
50,000 tonnes (NU); M/s 
Haryana State Industrial De¬ 
velopment Corpu. Ltd; Bank 
of India Building, Sector-17, 
Chandigarh. (Haryana) - 
Sponge Iron 1,00,000 tonnes 
—(NA); Shri B.J. Shah, 12, 
Poddcr Road, Nalanda, A/24, 
Bombay-26. (Mysore) High 
Tensile Bolts & Nuts 1,500 
tonnes -(NU); M/s Karnatak 
Steel Sl Wire Products Pvt. 
Ltd: 12th Mile, Mysore Road, 
Kumbalgod P.O., Bangalore 
South. (Mysore) Steel 

Wires - - 15,000 tonnes (After 
Expansion) - (SL); M/s Sun- 
Sip (P) Ltd; 9-1, Connaught 
Place, New Delhi. (Meghalaya- 
Ncar-Bcrnihat) Open Top 
Sanitary Cans 24 millon nos 

— (NU); M/s The Slate Indus¬ 
trial & Investment C’orp. of 
Maharashtra Ltd; Nirnial, 1st 
Floor, Nariman Point, Bom¬ 
bay- I. (Maharashtra) Steel 

* For Industrial Licences issued dur- 
inu the four weeks ended September 
16, 1972 pVisc refer to our issue 
dated February 16, 1973. 


Ingots & Billets - 75,000 ton¬ 
nes (Mild steel and other carbon 
steel and spring steel/billets/ 
ingots from Iron — (NU); 
M/s The State Industrial & 
Investment Corpn. of Maha- 
rasthra Ltd; Nariman Point, 
Bombay-1. (Maharashtra) 
Sponge Iron — 1,00,000 ton¬ 
nes (NU); M/s Shree Prasad, 
1258-A, Jangli Maharaj Road, 
Poona-4. (Maharashtra) 
Precision Machine Screws, such 
as stock-head cap screws, alien 
screws and other High tensile 
screws and high tensile bolts — 
700 tonnes (NU); M/s South 
India Wire Ropes Ltd; Eda- 
thala P.O., Alwaye, Kerala. 
(Kerala) Tyre Beadwirc 
(High Tensile) 4,800 tonnes 
(after expansion) (SE); M/s 
Adarsh Holdings (P) Ltd; 29/ 
A-l, Asaf Ali Road, New Delhi. 
(Uttar Pradesh or Haryana) 

Box Strapping and C.R. Steel 
Strips (Excluding Hoops) - 
3,000 tonnes and 4,500 tonnes 
respectively —(NU). 

Metallurgical Industries 
(Ferrous) 

Shri Vinod Kumar Poddar, 
Hong Kong House, (1st 
Floor), 31, Dalhousic Square, 
Calcutta-1. (Maharashtra) 
Nickel Alloys similar to Monel, 
Inconel, incolony, Nimonic- 
ulloys, Cupro-Nickel, German 
Silver, etc. - 300 tonnes 
(NU); Shri Y.K. Gupta, Del- 
ton House, 4801, Bharat Ram 
Road, 24, Daryaganj, Delhi. 
(Haiyana) — Copper Clad 
Aluminium Wire Rods, Flat 
Profiles, etc. for electrical pur¬ 
pose — 10,000 tonnes - - (N U); 
Shri Sultan Singh Jain, Saru- 
nagar, Sard ha na Road, Meerut 
(UP). (Uttar Pradesh) -Cop¬ 
per Clad Aluminium Rods of 
8 mm. dia 8,500 tonnes — 
(NU); M/s Extrusion Process 
Pvt. Ltd; Rambaug S.V. Road, 
Malad (West), Bombay-64. 
(Malad-Bombay- Maharashtra) 
— Aluminium Monobloc Bot¬ 
tles (35 to 80 mm. dia. - 18 

million nos (NA);M/s Jayant 
Metal Mfg. Co., 16, Sayani 
Road, Bombay-25. DD. (Bom¬ 
bay-Maharashtra) •— Braided 
Copper Wires)/Strips- 90ton¬ 
nes - (NA). 

Electrical Equipment 

M/s Tamil Nadu Industrial 
Development Corporation 
Ltd; 3rd Floor, L.L.A. Build¬ 


ings, 150-A, Mount Road, 
Post Box 5205, Madras-12. 
(Ennore-Tamil Nadu) - • Ma¬ 
rine Diesel Engines (Yanmer 
Brand L-30—200 H.P.) 

1000 nos. — (NU); M/s Bajaj 
Carbons Ltd; United India Life 
Building, ‘F* Block, Connaught 
Circus, New Dclhi-I. (Ghazia- 
had-Mecrut-UP) — Midget 
Carbon Electrodes — 300 mil¬ 
lion nos. — (NU);M/s Eastern 
Electronics (Delhi) Pvt. Ltd; 
1-2, Industrial Area, Fa- 
ridabad, Haryana. (Ballabh- 
garh - Haryana) — Faraday 
Cages and Accessories 120 
nos. (NU); M/s Emkay 
Semi-conductors Corpn., Ba- 
daur Road, Yamunanagar, Har¬ 
yana. (Jagadhri-Ambala-Har- 
yana) - Electronic Compo- 
nets 5 million Nos. — (NU): 
M/s Morris Electronics (P) 
Ltd; Bhosuri Industrial Estate, 
Poona-26. (Poona-Mahara¬ 
shtra) --- Volt Dependent Re¬ 
sistors — 10 tonnes; Thermis¬ 
tors — 3 tonnes - (NA). 

Telecommunications 

Shri Ram Saran Choudhari, 
B-27, Greater Kailash-I, New 
Delhi-48. (Haryana-Maha- 
rashtra-Mysore) — T.V. Came¬ 
ras — 100 nos. Closed loop 
T.V. System - 100 nos.; Video 
Tape Recorders — 100 nos. 

— (NU); Shri Vijay Krishan, 
E-44, Greater Kailash-I, New 
Delhi-48. (Haryana/Uttar Pra¬ 
desh) - Electrolytic Capacitors 
—5 million nos. — (NU); M/s 
Shree Bhawani Cotton Mills 
Ltd; 2766, Hamilton Road, 
Dclhi-6. (Sikandrabad-Bul- 
landshehr-UP) - Electrolytic 
Capacitors — 5 million nos - 
(NU); Shri Dilip Kapadia, 10, 
Bruce Street, Fort, Bombay-1. 
(Maharashtra/Madhya Pradesh/ 
Haryana) — Electrolytic - 
Capacitors - - 5 million Nos. 

— (NU); Shri Vijay Krishan, 
F-44, Greater Kailash-I, New 
Delhi-48. (Haryana/Uttar 
Pradesh) Electrolytic Capa¬ 
citors — 5 million nos. — 
(NU); Shri Krishna Kumar 
Bhargava, 10/14, Shamsct 
Street, Bombay-2. (Mysore) — 
—Tape Recorders Mechanism 
/Deck - 1,00,000 nos. - (NU); 
M/s Hindustan Aeronautics 
Ltd; Hyderabad Division, 
Hyderabad-42 (AP) (Hydera- 
bad-Madhya Pradesh) — TV 
Components — 50,000 nos. 
—(NA); M/s The Indian Tool 


Manufacturers Ltd; Central 
Administration, 101, Sion 
Road, Sion, Bombay. (Nasik- 
Maharashtra) — Tungsten 
Carbide Powder — 50 tonnes— 
(NA). 

Transportation 

M/s Bajaj Tempo Ltd; Bom- 
bay-Poona Road, Church Road, 
Poona-19. (Poona-Maharashtra) 
— Light Commercial Vehicles 
viz., 3 Wheel ,rs and 4 Wheelers 
—12,000nos. (Afterexpansion); 
Diesel Engines — 6000 nos. — 
(SE); M/s Uttar Pradesh Poor- 
vanchal Vikas Nigam Ltd; 242, 
Kandhari Bazar, Faizabad 
(UP). (Uttar Pradesh) — Scoo¬ 
ters — 24,000 nos. — (NU); 
Shri V. Kumar c/o Shri J.M. 
Kapur, C-338, Defence Colo¬ 
ny, New Delhi. (Haryana/ 
Uttar Pradesh) — Automobile 
Flywheel Magnetos — 2 lacs 
nos. (NU); Shri P.K. 
Badiani, c/o M/s Sadhana 
Textile Mills Pvt. Ltd; Offi. 
Glove Mills Passage, Worli, 
Bombay-18. (Nasik-Maha- 

rashtra) — Differential Gears— 
1,000 tonnes ; Transmission 
Gears— 12,00 tonnes, —(NU); 
Mrs Sulochana Singh, 117/72, 
Near Cheer Nagar, Bara Ba¬ 
zar, Kanpur, (Sultanpur Uttar- 
Pradcsh) Passenger Cars — 
20,000 nos (NU); M/s 
Saru Engg. Corpn. Ltd; Sar- 
dhana Road, Meerut (UP). 
(Meerut-Uttar Pradesh) — 3- 
Wheelcrs Commercial Vehicles 
-10,000 nos, (NU); M/s 
Swarka Industrial Development 
Pvt. Ltd; 14, Canal Street, 
Calcutta-14. (Kanpur-Uttar 
Pradesh) Bicycles & Rick¬ 
shaw Roller Chains - 7.2 

lakhs Nos. (NIJ): M/s Hari- 
son Associates, R-278, Double 
Storey, New Rajinder Nagar, 
New Delhi. (Haryana-Uttar 
Pradesh / Rajasthan - Madhya 
Pradesh) — Single Cyliner 
Pumps — 50,000 nos.; Multi 
Cylinder Pumps — 10,000 nos. 
Nozzle Holders, — 80,000 nos.; 
Nozzles — 5,00,000 nos.; Ele¬ 
ments -- 5,00,000; Delivery 
Valves — 5,00,000; — (NU); 
M/s Bharat Earth Movers Ltd; 
Bangalore-17. (Bangalore-My- 
sore) — Rail Coaches & Roll¬ 
ing Stock — 400 nos. (After 
Expansion) — (SE). 

Industrial Machinery 

Shri L.P. Bhatnagar, Rajen- 
dra Colony, Barkatpura-Hyde- 
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rabad-27. (Hydcrabad-Andhra 
Pradesh) Precision Grade 
Steel Balls to AFBMA speci¬ 
fications 15, 10, 15, and 25 
equivalent 1st Grade 2» 1 and 0, 
for ball bearings with diameter 
ranging from 3 mm. to 24 — 
127 million nos; Precision 
Grade Stainless Steel Balls for 
Ball Bearings and other indus¬ 
tries, excluding Bicycles with a 
diameter range of 3 mm. to 24 
mm. — 6 million nos.; Preci¬ 
sion grade balls of non-ferrous 
metal — 2 million nos.— (NU) 
M/s Shriram Bearings Ltd; 
Bara Hindu Rao, P.B. 1232, 
Delhi-6. (Bi har/Maharashtra) 
—Ball Baearing:— (A) at Ran¬ 
chi (Bihar) — Expansion from 
21,75,000 to 40,75,000 nos.; 
(B) at Aurangabad (Mahara¬ 
shtra) — 131,00,000 nos (after 
expansion) — (SE); M/s Air 
Coils Manufacturing Co., (Heat 
Exchange Division) Sonaerala 
Cross Road, Goregaon (East), 
Bombay-63. (Vapi-Gujarat)— 
Internal Finned Tubes of Steel 
—200 tonnes; Brass— 25 ton¬ 
nes; Copper -- 25 tonnes; 
Aluminium — 50 tonnes — 
(NU); Shri Shantilal Mohanlal 
Shah, C/o M/s S. Mohanlal 
Industries Ltd; 570/2, Reid 
Road, Ahmedabad-2. (Ahmcda- 
bad Gujarat)-Combcr needless 
for the cotton textile industries 
— 120 million nos.; Comber 
needles for the woollen textile 
industry — 30 million nos — 
(NU); M/s The Associated 
Cement Co. Ltd; ‘Express 
Towers’, (5th Floor), Nariman 
Point, Bombay-I. BR. (Maduk- 
karai-Tamil Nadu) — Cera¬ 
mics Machinery such as Cru¬ 
shers, Ball Mills, Edge Runner 
Mills, Deiring Pug Mills, Coun¬ 
ter Flow Batch Makers, Auto¬ 
matic Presses, Spray & other 
types of Dryers specialised ma¬ 
chinery for crockery and tabla 
wares — Rs 50 lakhs — (NA.) 

Machine Tools 

M/s K.G. Khosla & Co., 

1 -Deshbandhu Gupta Rd; 
New Delhi-55. (Ballabgarh- 
Haryana) — Pneumatic Tools 
like Rock Drills RA. 18 and 
Legs TS 13 — (1200 nos. each 
—(NA); Shri K.R. Dalai, 
Vasant Vilas, Babulnath Road, 
Bombay-7. (Maharashtra) — 
Hydraulic Equipment : Such as 
Hydraulic Pumps (Various 
Types) — 10,000 nos. worth 
Rs 45 lakhs; Hydraulic Valves 


(various types>8,000 nos.(Rs 36. 
lakhs — (NU); M/s SAS Engg. 
Pvt. Ltd; 19,. Krishna Rao 
Naidu. Street,, T-Nagar, Mad¬ 
ras-17. (Adyar-Tamil Nadu)— 
Double Colour Moulding Ma¬ 
chines — 5 nos. worth Rs 15 
lakhs; Micro-precision Com¬ 
ponents Injection Moulding 
Machines (less than 3 oz . capa¬ 
city — 15 nos. worth Rs 12 
lakhs; Normal Injection Mould¬ 
ing Machine (30z to 35oz capa¬ 
city) — 30 nos worth Rs 48,85 
lakhs; Moulds for Plastic Ma¬ 
chinery — 50 nos. worth Rs 20 
lakhs — (NU). 

Engineering Industries 

Shri S.G. Agarwalla, 126, In¬ 
dustrial Area, Jhotwara, Jai¬ 
pur-6. (Jaipur-Rajasthan) — 
Safty Razor Blades — 300 mil¬ 
lion nos. (150 million nos. car¬ 
bon steel blades and 150 million 
nos. stainless steel blades) - 
(NU). 

Office and Household 
Equipment 

M/s Electronics Corpn. of 
India Ltd; Industrial Deve¬ 
lopment Area, Cherlapalli, Hy¬ 
derabad—Andhra Pradesh) — 
Electronic Desk Calculators — 
3000 nos. -- (NA); M/s D.D. 
Lakhanpal, ‘Ashyana\ 15th 
Road, Khar, Bombay-52. (Ma¬ 
harashtra) — Electronic Desk 
Calculators — 3000 nos — 
(NU); Dr T.R.S. Gocl, K.A. 8 
Kavi Nagar, Ghaziabad-UP) 
(Uttar Pradesh/Mysore/Kcrala/ 

Maharashtra) . Electronic 

Desk Calculators 2000 nos 
—(NU); Shri G.P. Goenka, 
160 Jor Bagh, New Delhi-3. 
(Harvana/Uttar Pradesh/Rajas¬ 
than/Tamil Nadu) — Electronic 
Desk Calculators — 2000 nos 

(NU); Shri O.P. Bhartia, 
Digitronics Ltd; (Proposed), 
C-68, Maharani Bagh, New 
Delhi-14. (Ballabgarh-Harya- 
na)-- Electronic Desk Calcu¬ 
lators — 2000 nos — (NU); 
Shri Vinay Rai, 79, Golf Links 
New Delhi. (Haryana/Maha¬ 
rashtra/Del hi) — Electronic 
Desk Calculators — 2000 nos 
—(NU);Shri DineshC. Gupta, 
One Centre Drive, Great Neck, 
N.Y-11024, USA. (Not indica¬ 
ted) — Electronic Desk Cal¬ 
culators — 3,000 nos —(NU); 
M/s The Bombay Burmah 
Trading Corpn. Ltd; 9, Wallace 
Street, Fort, Bombay-1. (Ma¬ 


harashtra) — Electronic Desk 
Calculators — 2000 nos — 
(NU); M/s Bharat Electronics 
Ltd; Jalahalli P.O., Bangalore- 
13. (Bangalore-Mysore) — 
Electronic Desk Calculators — 
3,000 nos — (NA). 

Scientific Instruments 

M/s H. Guru Instruments (P) 
Ltd; 2-A, Shakespeare Sarani, 
Calcutta-16. (Rishra-Hoogh- 
ly-West Bengal) — Gas Analy¬ 
sers with indicating recording 
and controlling devices — 200 
nos; Chemical Analytical Ins¬ 
truments — 200 nos.; Optical 
and Radiation Pyrometers — 
200 nos.; Flow Recorders, 
indicators, Controllers and 
Switches with different types 
of Primary semsting elements 

— 100 nos; Different - types 
of Controllers — 500 nos.; 
Different types of Transmitters 
-—1,000 nos.; Bimetal Thermo¬ 
meters — 10,000 nos.; Gas 
Regulators — 2,00,000 nos.; 
Different types of Valves — 
2,000 nos. Resistance Thermo 
meters and Indicators 1,000 
nos; Level Indicators, Recor¬ 
ders, Controllers and Switches 

— 500 nos.; Control Panels. 

200 nos. — (NA). 

Chemicals 

M/s Jayant Oil Mills, 13 
Sitafalwari, Mount Road, 
Mazagaon, Bombay-10. 

(Bhandup Maharashtra) — 
Scbacis Acid - - 3,600 tonnes; 
Capryl Alcohol - 2,400 

tonnes — (NA); M/s Asian 
Paints (I) Pvt., Ltd; ‘Nirmal’, 
5th Floor Nariman Point, 
Bombay-I. B.R. - • (Bhandup- 
Bombay - Maharashtra) 

Vinyl Pyridine Latex — 3000 
tonnes — (NA); Shri R.P. 
Mody, 14, Judges Court Road, 
Alipore, Calcutta-27. (Sindri- 
Dhanbad-Bihar) — Sodium 
Silico Flouridc - 2100 tonnes; 
Sodium Flouride -- 1500 ton¬ 
nes; Aluminium Flouride; 
3000 tonnes; Cryolite — 7,500 
tonnes ; Other Fluorides — 
900 tonnes; Hydrofluoric 
Acid—5,400 tonnes; Acti- 
rate Silica — 1,500 tonnes — 
(NU); M/s Ferro Alloy 
Corpn. Ltd; Shreeram Bha- 
van, Tumsar, Dist: Bhandara 
(Maharashtra). (Shrecram- 
nagar-Andhra Pradesh) — 
Calcium Carbides — 15,000 
tonnes — (NA); M/s Northern 


Gas Co., 89, Industrial Area, 
Chandigarh-2. (Mohali — Pun¬ 
jab) — Carbon Dioxide — 
2,000 tonnes — (NU); M/s Na- 
rino Kapur Pvt. Ltd; 501, D/E 
Niranjan, 99, Subhash Road, 
Bombay-2. BR. (Maharash¬ 
tra) — Absorbant Cotton — 
828 tonnes — (COB); M/s 
Turan Chemicals & Fibres, 
c/o Prof: Bidesh Kulkarni, 
M.P. (Rajya Sabha), 173, South 
Avenue, New Delhi. (Kohla- 
pur-Sangl i-Maharashtra)—Tet- 
rahydrofuran 35,00 tonnes; 
Furfural — 5000 tonnes; — 
(NU); The Ahmedabad Mfg. 
& Calico Printing Co. Ltd; 
(Calico Chemicals & Plastics 
Dn.), Anik Chambur, Bombay- 
74 (AS). (Dabur Bombay) — 
Calcium Carbide — 22,000 
tonnes. (Aflcr Expansion) — 
(SE); M/s J.B.A. Printing Inks 
(P) Ltd; Lai Bahadur Shastri 
Marg, Bhandup, Bombay. 
(Bombay - Maharashtra) 
Synthetic Resins 637 (ton¬ 
nes (after expansion) — 
(SE); The UP State Industrial 
Development Corpn, Ltd; 
G.T. Road, Kanpur (UP). 
(Uttar Pradesh) Nylon Fila¬ 
ment Yarn — 2100 tonnes — 
(NU); M/s Basant Plasto Che¬ 
micals Pvt. Ltd; KF/43, New 
Kavinagar, Ghaziabad, UP. 
(Ghaziabad-Uttar Pradesh) — 
Organo Tin Stabilizers (PVC) 
Stabilizers) — 100 tonnes — 
(NU); M/s Colour-Chcm Ltd, 
Ravindra Annexe, Dinshaw Va- 
cha Road, 194, Churchgate 
Reclamation, Bombay-20. (Thu 
na-Maharashtra)—4 Amino-3- 
Mcthyl-M.N. Diethylen Hye- 
drochioridc (Colour Film 
Processing Agents) -50 tonnes 
—(NA); M/s Malwa Vanaspati 
& Chemical Co. Ltd; Mohatta 
Nagar, Bhagirathpura, Indore- 
3 (M.P.). (Indore-Madhya 

Pradesh) Hydrogen Gas - 
1,27,500 cu. meters - (NA); 
M/s Gandhi Parckh Invest¬ 
ment Corpn Pvt Ltd; Alice 
Building, Dr. Dadabhui Nao- 
roji Road, Fort, Bombay-1. 
(Baroda -Gujarat) — Organo 
tin stabilizers (PVC Stabilizers) 
— 100 tonnes —(NU); M/s 
Liberty Chemicals Works; Na- 
gardas Road, Mogra West, 
P.B. No. 8701, Andheri (East), 
Bombay :-69. (Chandivili- 
Saki Vihar Port-Saki-Haka- 
Bombay-Maharashtra) — So¬ 
dium Bromide — 36 tonnes; 
Potassium Bromide — 60 tons; 
Potassium Iodide — 18 tons; 
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Methyl Iodide — 6 tonnes; 
Metol — 60 tonnes; Hydro- 
quinone — 90 tonnes; Sodium 
Thiosulphate and Anhydrous 
Hypo — 1032 tonnes; Sodium 
Metabisulphite — 132 tonnes; 
Sodium Bisulphite — 312 ton¬ 
nes; ; Potassium Metabisul¬ 
phite — 18 tonnes; Sodium 
Sulphite - 144 tonnes Sodium 
Carbonate 144 tonnes; So¬ 
dium Formaldehyde Biulphite 
— 18 tonnes — (SE); M/s Po¬ 
wer Cables (P) Ltd.; 184, Golf 
Links Area, (P.B. No. 3004), 
New Dclhi-3. (Gujarat) — 
Polytetrafluroethylcne 500 
tonnes — (N U); M/s Harshad- 
ray Pvt. Ltd; Jiji House, Rave¬ 
line Street, Bombay-I. (Guja¬ 
rat) — Polytetrafluroethylcne 
—500 tonnes - (NU); M/s 
Haryana Industrial Gases Cor¬ 
poration, A-30, NDSE-Part- 
II, New Delhi-49. (Faridabad- 
Haryana) — Carbon Dioxide 
3150 tonnes - (NIJ); Shri 
Nanak R. Patel, Director, 
AIMS Oxygen (P) Ltd; Baro- 
da-5. (Bhavnagar-Gujarat) 
Oxygen Gas 1.8 million cu- 
mic meters. (NIJ); Shri 
Kamal Kumar Parasramku, 
12-B, Madan Chatlerjec Lane, 
Calcutta-7 (West Bengal). (Ut- 
tar-Pradcsh) — Paints and 
Enamels — 1500 tonnes; 

Varnishes—52.5,000 liters; 
Resins — 1200 tonnes—(NU). 


Drugs & Pharmaceuticals 

M/s German Remedies Pvt. 
Ltd; Shiv Sagar Estate, ‘A’ 
Block, Dr Annie Bcsanl 
Road, Worli, Bombay-18. 
(Bombay-Maharashtra) 
Neogynon Tablets — 12 mil¬ 
lion nos — (NA). 


Paper & Pulp 

M/s Vidarbha Paper Mills 
Ltd; Bank of Maharashtra 
Building, 2nd Floor, Sita- 
bundi, Nagpur-1. (Maha¬ 
rashtra) — Pulp—expansion 
from 3,000 to 8,000 tonnes; 
Printing and Writing paper -- 
expansion from 2200 to 7200 
tonnes — (SE); M/s The South 
India Paper Mills (P) Ltd; 
Chkkayana Ghatra, P.O. 
Nanjangud, Mysore. (Mysore) 
— M.G. Paper, M.F. Paper 
and Board — Expansion from 


3,800 to 4,400 tonnes — 
(SE). 

Fermentation Industries 

M/s The Madhya Pradesh 
State Industries Corpn. Ltd; 
Maheshwari Bhawan, Civil 
Lines, Bhopal-2. (Ratlam Ma¬ 
dhya Pradesh) — Beer — 
50,000 H.L. — (NU). 

Food Processing 

Shri Bahuram, c/o Delhi 
Steel Industries, G.T. Road, 
Mohan Nagar, Chaziabad 
(UP). (Ghaziabad-Uttar Pra¬ 
desh) — Wheat Products — 
30,000tonnes — (NU); Shri 
Gori Shankar Gupta, 107/27, 
Shakti Nagar, Delhi. 
(Ghaziabad-Uttar Pradesh)— 
Wheat Products - 30,000 ton¬ 
nes- (NU) Shri Bhagwan Rol¬ 
ler Flour Mills, 3, Acharwala 
Bagh. Near Clock Tower, Sabzi 
Mandi, Delhi-7. (Ghaziabad- 
Uttar-Pradesh) — Wheat Pro¬ 
ducts - 30,000 tonnes —(NU); 
Shri Kishan Gopal, House No. 
2113, 10-P, Sector-27-C, Chan¬ 
digarh. (Chandigarh)—Wheat 
Products - 30,000 tonnes - 
(NU): Shri Prom Chand Jain, 
c/o M/s Brij Lall, Harish 
Kumar, Johana, Hissar, Har- 
>ana. (Thana-Hissar-Har¬ 
yana) — Wheat Products — 
30,000 tonnes — (NU); M/s 
Aurofood Pvt. Ltd; P.O. Auro- 
ville. Via: Pondicherry. 

(Pondicherry) — Wheat Pro¬ 
ducts - Expansion from 30,000 
tonnes to 1,09,500 tonnes — 
(SE); M/s Co-operative Sugars 
Ltd; Chittur, Mononpara P.O., 
Palghat Distt: (Kerala) (Ke¬ 
rala) - Hard Boiled Sweets 
(un-wrapped) — 150 tonnes; 
Hard Boiled Sweets (Wrapped) 

450 tonnes; Toffee 300 
tonnes; Extra strong tablets — 
300 tonnes — (NA). 

Rubber Goods 

M/s Kerala State Industrial 
Development Corpn. Ltd; P.B. 
No. 105, Vcllayambalam, Tri¬ 
vandrum-1. (Kerala) — Rub¬ 
ber Conveyor Belting reinforc¬ 
ed with cotton, rayon and ny¬ 
lon — 1700 tonnes; (1,77,000 
yards); Steel Cord Rubber 
Conveyor Beltings—500 tonnes 
(38,000 yards); Rubber Trans¬ 
mission belting—607.5 tonnes 
(10,000 yards).; Fan & V. Belts 


—192 tonnes (1,16,000 nos.)— 
(NU). M/s Supreme Rubber 
Reclaimers Pvt. Ltd; 156, A, 
Gollerkeri Street, Mangalore- 
I. (Bondel-Mangalore-Mysore) 
— Reclaimed Rubber — 1500 
onnes — (NU); The West Ben¬ 
gal Industrial Development 
Corpn. Ltd; P-15, India Ex¬ 
change Place Extension (8th 
Floor) Calcutta-12. (Haldia- 
West Bengal) — Automobile 
Tyres and Tubes — 4 lakh 
nos — (NU). 


Leather and Leather Goods 

The Kerala State Industrial 
Development Corpn, Ltd; Tri¬ 
vandrum. (Kerala) — Upper 
Leather - 1,50,000 pieces of 
Cow Hides; E.T. Goat Skins 
Leather — 3,00,000 pieces of 
Goat Skins; (Cemented Chap¬ 
pies and Sandals — 2,25,000 
pairs; Gents Cemented Shoes 

-30,000 pairs; Leather goods 
such as Suit Cases, Briefcases, 
Wallets, Leather Tics, Card 
Cases, Tcather Tumblers, Diary 
Covers, Belts, Key Cases, 
Memo Pads, Watch Straps, 
Transistors or Camera Cases, 
21,160 nos — (NU); M/s South 
East Tanning Co. 4-5, Vopery 
High Road, Periamet. Madras- 
3. (Ambur-Madras-TarniI Na¬ 
du) -Finished Leather — 10 
lakh pieces — (NU); 


Glass 

M/s Karamchand, Prem- 
chand Pvt. Ltd; (Sarabha Glass 
Division), Subdanpura, Ba- 
roda. (Baroda-Gujarat>—Glass 
& Glassware (Penicillin Vials) 
— Expansion from 1120 ton¬ 
nes to 4000 tonnes -- (SE) 


Ceramics 

M/s Bengal Potteries Ltd; 
45, Tangra Road, Calcutta-15. 
(Haryana) - Crockery (Chin- 
ware and Pottery) — 2000 ton¬ 
nes. — (NU). 


Timber Products 

M/s Hindustan Bobbin 
Industries 35, Canal East Road, 
Calcutta-JI. (West Bengal) — 
Densificd Solid and Laminated 
Wood (Impregnated and Un¬ 


impregnated) — 1500 tonnes 
- (NU). 

Changes in Names of 
Owners or Under¬ 
takings 

(Information pertains to parti¬ 
cular licences only) 

From M/s Golden Jeenagora 
Colliery Co. to M/s Sulunga 
Collieries Pvt. Ltd; Dhanbad. 

Licences Revoked or 
Surrendered 

(Information pertains to parti¬ 
cular licences only). 

M/s Sree Shanmugar Mills 
Ltd; Tamil Nadu — Cotton 
Textiles: M/s Mukund Iron & 
Steel Works Ltd; Bombay- 
Cast Iron Castings: M/s New 
Standard Engg. Co. Ltd; Bom¬ 
bay — Steel Castingst M/s In¬ 
dia Jute Co. Ltd; Calcutta-1.— 
Carpet Backing Cloth. 

NOTICE 

THE CALCUTTA ELECTRIC 
SUPPLY CORPORATION 
LIMITED 

(Incorporated in England) 
l : l % Debenture Stock, 1980 
Interest for the Half-year ending 
14th April, 1973 

Notice is hereby given that 
interest at the rate of Rs 38.75P 
(Less Indian Income Tax) per 
Rs 1,000/- of Stock will be 
paid on 15th April, 1973 to 
Debenture Stockholders regis¬ 
tered in the books of the Com¬ 
pany on 2nd April, 1973. 
Application for transfers re¬ 
ceived at the Company's Office 
at Victoria House, Post Box 
304, Chowringhee Square, Cal¬ 
cutta, upto 2nd April, 1973 
will, if otherwise satisfactory, 
be registered at that date for 
the purpose of participation in 
the above interest. 

Debenture Stock Transfer 
Books will be closed from 3rd 
April, 1973 to 14th April, 1973, 
both days inclusive. 

BY ORDER OF TH E BOARD, 
S. K. MITRA 

Secretary 

Victoria House, 

Calcutta. 

13th February, 1973 
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COMPANY MEETING 


MYSORE CEMENTS LIMITED 

INDUSTRY HOUSE 

45, Race Course Road, Bangalore-560001. 

CHAIRMAN'S SPEECH 

Presiding over the 14th Annual General Meeting of the Shareholders of Mysore Cements Limited 
at Bangalore on 13th February, 1973, Shri D. P. Mandelia, Director said:— 


Ladies & Gentlemen, 

It is my pleasant duty to 
welcome you all to this 14th 
Annual General Meeting of 
your Company which normal¬ 
ly takes place in the month 
of December, but due to the 
unfortunate strike in the 
months of August and Sep¬ 
tember 1972, the audit of the 
accounts could not be comp¬ 
leted till November, 1972. 
This delayed our meeting. 

2. 1 am delighted that more 
and more shareholders arc 
taking active interest in the 
working of the Company 
which is evident from the 
increasing number of share¬ 
holders attending the annual 
meeting year after year. 

3. Our country is at pre¬ 
sent passing through a very 
difficult period. In the wake 
of war with Pakistan we have 
been faced with severe drought 
affecting the food production 
and extremely serious power 
shortage affecting the indus¬ 
trial production. Our Govern¬ 
ment is committed, and very 
rightly so, to the twin objec¬ 
tives of “Garibi Hatao" and 
“Bekari Hatao.” The above- 
mentioned two calamities of 
drought and power shortage 
have very seriously affected 
the progress towards the 
achievement of the above 
objectives. Although drought 
is £ natural phenomenon 
beyond our control, the ex¬ 
tremely serious position of 
power supply is very greatly 
due to our own mismanage¬ 
ment and inefficiency. Al¬ 


though drought lias caused 
loss in power generation in 
Hydel power stations, it has 
nothing to do with the genera¬ 
tion in Thermal and Atomic 
Power Plants and these are the 
power plants which at present 
are working most inefficiently. 
Added to this is the very large 
loss of power in transmission 
which is wholly avoidable by 
proper management and super¬ 
vision. There is no doubt 
need for very considerable 
installation of more power 
plants at the earliest possible 
time tbr which wc should 
not be afraid of taking re¬ 
course to imports. Unless, 
however, we set our house in 
order in repect of working the 
already installed capacities to 
their fullest maximum possible 
extent, the additional capa¬ 
city is not likely to do us much 
good in as much as the newly 
created capacity is also likely 
to lie mostly dormant. The 
shortage of power and lack of 
proper management of the 
power stations therefore are the 
biggest hurdles in the improve¬ 
ment of our economic position 
at present. Whereas on the 
one hand by curtailing pro¬ 
duction a shortage of manu¬ 
factured goods has been creat¬ 
ed with consequent rise in 
prices, on the other hand ins¬ 
tead of earning foreign ex¬ 
change through exports, we 
have to take recourse to im¬ 
port goods to fight inflation. 

4. The cement industry is 
also not left unscathed and 
along with other key industries 
like Aluminium, Steel, Textiles 


etc. is badly hit on account of 
the above power shortage. 
Even new installed capacities 
arc lying idle, and the worst of 
the situation appears to be 
that even though a lot of hue 
and cry is raised and the 
seriousness of the situation is 
well realised, nothing very 
much seems to have been done 
to improve the position. The 
concentrated effort required to 
tackle this serious problem 
appears to be conspicuous by 
its absence. Simply hoping or 
waiting for a better Monsoon 
this year is not going to help. 

5. The capacity of the 
Cement Industry which was 
only 1.5 million tonnes at the 
time of Independence has 
registered a remarkable in¬ 
crease in last 25 years and to¬ 
day we have a capacity of 19.5 
million tonnes with an effec¬ 
tive production of 15.7 million 
tonnes in 1972, despite the 
power-cut, wagon shortage 
and All India Cement Workers 
strike which affected the pro¬ 
duction to the tune of half a 
million tonnes. Although the 
production has increased more 
than 10 times, cement is still 
insufficient to meet the ever 
growing demand and it is fear¬ 
ed that the shortage will be¬ 
come more acute in the years 
to come. The task force of 
Planning Commission has esti¬ 
mated the demand of cement 
at the end of the Fifth Five- 
Year Plan to be 28 million 
tonnes and to achieve this 
production, we would require 
an installed capacity of 35 
million tonnes in 1978-79 on 


the basis of 80 per cent capa¬ 
city utilisation. This would 
mean that the capacity of the 
Industry has to be doubled 
within the next 6 years. This 
is not an impossible task pro¬ 
vided a more realistic and 
helpful policy is adopted in 
regard to the cement price, 
and licensing policy and pro- 
ced ure. 

6. As already mentioned in 
the Directors 1 Report, there 
has been no change in the 
price of cement from April 
1969, although the manufac¬ 
turing cost has increased con¬ 
siderably in the last 4 years. 
Last year when the All India 
Federation of Cement Wor¬ 
kers demanded an interim relief 
pending announcement of the 
National Wage Policy, the 
Government called upon the 
manufacturers to give an inte¬ 
rim increase of Rs 25/- per 
month from 1st June, 1972. 
The price of coal has also been 
increased by nearly 20 per 
cent from the date of nationa¬ 
lisation and it is rumoured 
that the Railway freight on 
coal would also go up from 
this year. The capital cost of 
new Cement Units which was 
Rs 200 per tonne about four 
years back has gone up to 
Rs 500 per tonne and this is a 
main deterrent for new units to 
come np. Therefore, the 
Tariff Commission should lake 
into account all these factors 
while recommending the price 
increase on cement. Besides 
this, to achieve a faster growth 
of cement industry, it is essen¬ 
tial that the Government 


EASTERN ECONOMIST 


359 


FEBRUARY 23 , 1973 



should continue the develop* 
ment rebate for a further 
period of 5 years and grant 
licences to the existing units 
either for expansion or setting 
up new plants where new 
entrepreneurs are not forth¬ 
coming. 

7. The All India strike 
which I referred to earlier last¬ 
ed for 12 days from 17th to 
29th August, 1972 in most of 
the factories. In the case of 
your Company, although the 
workers resumed work on 2nd 
September, 1972, they again 
went on lightning stay-in strike 
frrm 6th September on the plea 
that their Union was not a 
party to the settlement reached 
on All-India level. This forced 
your Company to lock out the 
factory until the 24th of Sep¬ 
tember, 1972. With the inter¬ 
vention of the Hon f ble Labour 
Minister, an agreement was 
arrived at and the Factory 
resumed working from 25th 
September 1972. As a result 
of this countrywide strike, the 
Industry lost well over 5 lacs 
tonnes cement production and 
this gave rise to the general 
shortage in the supply position 
of cement since October, 1972. 

8. Except for the strike of 
four days, the relationship bet¬ 
ween the workers and the 
Management during the year 
under review has been cordial 
and I am sure the shareholders 
would join me in expressing 
our appreciation for the excel¬ 
lent work done by them which 
was mainly responsible for the 
success of the Company. We 
look forward to their continued 
co-operation and loyalty in 
the years to come. I also wish 
to acknowledge with gratitude, 
the co-operation and assistance 
extended to me by my collea¬ 
gues on the Board. 

Note : This does not purport 
to be the Proceedings 
of the Annual General 
Meeting. 
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My father is 

still repaying JHhK 

debts incurred 

for my wedding. It 1|jf§§ 

My Sunita's 

wedding expenses ^ 
are already 
provided for. 
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The Fixed Term (Marriage) 
Endowment Policy 
The ideal way to provide 
for marriage expenses 

“When my daughter was born i took this 
policy for Rs. 10,000 for a term of 22 
years. I was 26 years old, and the monthly 
premium came to a mere Rs. 31.00! 

“When my daughter is 22, I'll get a lump 
sum of Rs. 10,000. This money is 
guaranteed to my Sunita, even if t should 
happen to die earlier (in which case no 
more premiums are to be paid.)** 

How about you? An LIC policy can 
guarantee your daughter's wedding 
expenses too. The 'premium' will vary 
according to your 'age*, the 'sum assured.* 
and the 'term' (number of years over 
which you pay premiums). No other 
form of saving protects your child from 
life's uncertainties. 

LIC has other types of policies 
to suit your every financial requirement. . 

Secure their future (m 7^ 
through llfP 

LIFE INSURANCE ’ ' 
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RECORDS 

AND 

STATISTICS 


Railway 

Budget 

1973-74 

PRiiSi-NTiNc; llic Railway 
Budget for 1973-74 to Parlia¬ 
ment on February 20, the 
Railway Minister, Mr L.N. 
Mishra, proposed a modest 
revision of freights and fares, 
effective from April I, 1973, 
which will yield an additional 
revenue of Rs 44.35 crores - 
Rs 26.20 crores under passen¬ 
ger and Rs 18.15 crores under 
goods. With the additional 
revenue, there would be a 
budget surplus of Rs 25.01 
crores. This would, however, 
be set off against liabilities 
totalling Rs 33.66 crores, 
leaving a gap of Rs 8.65 crores 
which is proposed to be made 
good by improved earnings 
and better operational effici¬ 
ency. The full text of Mr 
L.N. Mishra’* speech along 
with the Budget proposals, the 
Budget at a glance and the 
proposed changes in freight 
and fare rates are given below: 

The current year coincides 
with the silver jubilee of our 
independence and vividly re¬ 
minds us of the positive role 
played by Indian Railways in 
our country’s economic de¬ 
velopment. 

The year 1971-72 was a year 
not only of stress and strain 
but also one of achievement for 
the Railways. Notwithstanding 
the problems aiising out of the 
influx of 10 million refugees 
from across the border and the 
damages caused by the unpre¬ 
cedented floods and cyclones 


in the easicrn India, the Rail¬ 
ways proved fully equal to the 
demands placed on ihem by the 
Defence Services before, dur¬ 
ing and after the emergency. 
The finances of the Railways 
too showed a marked recovery. 
The budget estimates for 1971- 
72 had predicted a shortfall of 
Rs 6.87 crores. With the im¬ 
proved railway working to¬ 
gether with the relief afTordcd 
by the Railway Convention 
Committee, 1971, it was fore¬ 
seen at the stage of the revised 
estimates that the Railways 
would show a net surplus of 
Rs 9.08 crores instead of a defi¬ 
cit of Rs 6.87 crores. Actually, 
the performance of the Rail¬ 
ways turned out even better, 
and the year’s final account 
closed with a surplus of Rs 
17.84 crores. The Railways had 
also taken in their stride the in¬ 
creased expenditure on ac¬ 
count of additional interim re¬ 
lief, increase in running allow¬ 
ances and expenditure on re¬ 
pairs necessitated by flood da¬ 
mage which were not, and could 
not be, provided in Budget. 

The depreciation reserve fund 
and pension fund during the 
year received Rs 105 crores and 
Rs 11.50 crores respectively 
from the revenues. The in¬ 
debtedness of the Railways to 
general revenues under de¬ 
velopment fund and revenue 
reserve fund which was esti¬ 
mated to go up to Rs 126.0 
crores at the end of 1971-72 
actually came down to Rs 
106.22 crores. 

The Railway Budget for 
1972-73 envisaged a surplus 
of Rs 32.53 crores. The gross 
traffic receipts were estimated 
at Rs 1143.10- crores. It was 
assumed in the Budget that the 
‘Passenger* earnings would go 
up by 3 per cent over the previ¬ 
ous year. The ‘goods’ earnings 
were based on the anticipation 


of an additional 9.5 million ton¬ 
nes of revenue-earning traffic. 

Very early in the year, it be¬ 
came apparent that the addi¬ 
tional goods traffic hoped 
for was not likely to be 
achieved. Duting the first 
quarter of the year, the pro¬ 
portionate additional goods tra¬ 
ffic did not materialise. This 
was chiefly due to large scale 
power shedding by Damodar 
Valley Corporation and Bihar 
State Electricity Board, parti¬ 
cularly, in April and May 
1972. Frequent power tripping 
affected railway operations not 
only directly but also indirect¬ 
ly through their effect on the 
working of washcries collieries 
cement plants and other major 
industrial units. 

Traffic Earnings 

The traffic started picking 
up from July 1972 onwards. 
The additional revenue-earning 
traffic which was only 80,000 
tonnes by the end of July rose 
to 7.2 lakhs tonnes by the end 
of August and to 2.15 m’illion 
tonnes by the end of September 
and to 3.58 million tonnes “by 
the end of October. I he pattern 
of growth was, however, not 
uniform. The steel plant traffic, 
foodgrains and fertilisers had 
forged ahead of targetted ton¬ 
nage. On the other hand, coal 
for users other than steel plants, 
cement, iron ore fo, export 
and petroleum lagged behind 
There was a two/three weeks' 
strike in cement plants, student 
agitations in Punjab, Haryana 
and Assam apd the pro , nd 
anti-Mulki Rules agitation in 
Andhra Pradesh starting from 
November 1972 and we were 
faced with go-slow tactics in 
Mughalsarai. No wonder that 
the revenue-earning traffic 
dropped sharply. In this 
month. Railways carried 0.07 
million tonnes less than in 
November 1971. The position 
again improved in December 
and to the end of December, an 
additional 4.72 million tonnes 
was realised. But we were still 
2.67 million tonnes below the 
anticipated proportionate tar¬ 
get. In January, the engineers 
of the UP State Electricity 
city Board struck work, which 
seriously disrupted the move¬ 
ment of traffic on the main 
electrified route on the Nor¬ 


thern Railway. The conditions 
in Andhra Pradesh took a turn 
for the worse with violent 
Mulki and separationist agi¬ 
tations. For quite a few days, 
the traffic between North and 
South had come to an absolute 
standstill. 

Taking all these factors into 
account, 1 am afraid that addi¬ 
tional revenue-earning traffic 
during the yea; may not exceed 
5.64 million tonnes at best as 
against 9.5 million tonnes as¬ 
sumed in the budget estimates. 
Despite the shortfall in the 
originating traffic, the situation 
is expected to be somc-what 
retrieved by increases in the 
lead, upsurge of economic acti¬ 
vity in oiher paits of the count¬ 
ry and the favourable change in 
the overall traffic mix. 

In the result, the revised 
estimates of ‘goods’ earnings 
have been placed at Rs 732.13 
crores, />., Rs 15.89 crores 
more than the Budget. The 
Railways would obviously 
have done much better if these 
disturbances had not been the 
there. 

Encouraging Results 

The earnings under ‘passen¬ 
ger’ traffic, despite the disrup¬ 
tions caused by agitations, 
strikes, bandhs and particu¬ 
larly by the anti-Mulki Rules 
agitation, have so lar shown 
encouraging results. On the 
basis of trends, the ‘passen¬ 
ger’ earnings arc now estima¬ 
ted to be Rs 14.12 crores more 
than the original estimates. 
The earnings under ‘sundries’ 
may also be higher by Rs 2.14 
crores while those under ‘other 
coaching'- parcels/luggage etc., 
may show a slight decrease of 
Rs 15 lakhs. 

Our overall earnings have 
gone up by Rs 31 crores but 
our working expenses have 
been rising even faster. 

Our revised figures for ‘work¬ 
ing expenses’ arc Rs 47.54 
crores more than the original 
budget estimate. The \stafT 
costs have been steeply rising 
over the years. Since September 
1970, staff costs have gone up 
by more than Rs 95 crores a 
year due to sanction of three 
interim reliefs as a result of 
the recommendations of the 
Third Pay Commission, en- 
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hancem cnt in the rates of daily 
and travelling allowances and 
implementation of various 
tribunal awards including 
that of the Miabhoy Tri¬ 
bunal. Pa>mcnt of the latest 
instalment of interim relief to 
staff, sanctioned with effect 
from 1st August 1972 would 
account for over Rs 14 crores 
in a full year. The effect in the 
current year will be of the order 
of Rs 9.04 crores. 

The successive increases in 
the price of ‘steel’ and ‘fuel’ 
have also raised the expendi¬ 
ture of the Railways consider¬ 
ably. An additional amount 
of Rs 23.85 crores has been 
provided in the revised esti¬ 
mates under ‘repairs and 
maintenance’ of Railway 
assets. Of this amount, Rs 
3.59 crores is for repair to da¬ 
mages caused by floods/cy¬ 
clones in the eastern and wes¬ 
tern regions. The increased 
expenditure on maintenance of 
‘locomotives’, ‘coaches’, ‘wa¬ 
gons', ‘electrical’ and ‘signal 
& telecommunication’ services 
would account for the balance 
of Rs 19.20 crores. The price 
of ‘coal’ , ‘diesel’ and ‘electri¬ 
city' during the year has raised 
the fuel bill by about Rs 4.06 
crores. 

Depreciation Reserve 

The appropriations to the 
‘depreciation reserve fund’ 
of Rs 110 crores and to ‘pen¬ 
sion fund' of Rs 16 crores have 
been allowed to stand as in the 
original budget estimates. 
The ‘dividend’ to general reve¬ 
nues is expected to go up by 
Rs 3.48 crores because of in¬ 
creased capital expenditure 
during the year. 

It will thus be observed that 
although the Railways would 
be earning an additional reve¬ 
nue of Rs 31 crores, the rise in 
expenditure of Rs 47.54 crores 
coupled with the increase in 
‘dividend’ payable to general 
revenues by Rs 3.5 crores 
would bring down the net sur¬ 
plus of the Railways from Rs 
32.53 crores to Rs 12.40 
crores. 

The indebtedness of the Rail¬ 
ways to the general revenues 
which was anticipated to come 
down to Rs 98.54 crores by the 


end of 1972-73 will now stand 
at Rs 110.68 crores. 

It is hoped that normal peace¬ 
ful conditions would prevail 
in the southern and eastern 
regions and the economy of the 
country will grow at a faster 
pace during the new financial 
year. In the budget estimates 
1973-74, the gross traffic re¬ 
ceipts at the existing levels of 
fares and freights have been 
placed at Rs 1220 crores or 
Rs 46 crores more than the 
revised estimates. The in¬ 
crease in ‘passenger’ earnings 
is expected to be about four 
per cent over the current year’s 
performance. For the ‘goods’ 
traffic, which contributes about 
two-thirds of our earnings, an 
additional originating revenue- 
earning tonnage of 10 mil¬ 
lion tonnes has been assumed, 
yielding about Rs 35 crores of 
additional revenue. The earn¬ 
ings under ‘other coaching' and 
‘sundries' have been kept more 
or less at the same level as in 
the revised estimates of the cur¬ 
rent year. 

Working Expenses 

On the expenditure side, an 
increase of Rs 61,57 crores over 
the revised budget is envisaged; 
the estimate of working ex¬ 
penses being Rs 918.25 crores 
against the revised estimate of 
Rs 856.68 crores. As explained 
in the Explanatory Memoran¬ 
dum, the extra expenditure is 
chiefly attributable to (a) 
escalation in staff costs (34.81 
crores), (b) increased cost of 
repairs and maintenance of 
way and works, rolling stock, 
and electrical and signal and 
telecommunication services 
03.54 crores), (c) increased 
expenditure on fuel related to 
additional traffic (4.52 crores), 
and increase in cost of coal in¬ 
cluding cess (from January 
‘73) (3.88 crores), and (d) mis¬ 
cellaneous factors (6.66 crores). 

The staff pay bll has gone up 
on account of annual incre¬ 
ments (5.70 crores), interim 
relief sanctioned with effect 
from 1-8-1972 on the recom¬ 
mendations of the Third Pay 
Commission (5.00 crores for 
the period April to July), 
implementation of decisions 
of Miabhoy Tribunal (6.73 
crores), grant of liberalised 
scales of clothing and uniform 


to railway employees (1.24 
crores), appointment of addi¬ 
tional staff in essential catego¬ 
ries, contribution to provi¬ 
dent fund, allowances etc. to 
staff (16.14 crores). 

Our cos on repairs and 
maintenance has increased lar¬ 
gely due to higher cost of ma¬ 
terials and stores. An intensive 
drive has been initiated 
this year for ensuring better 
maintenance and repair of 
covered wagons and locomo¬ 
tives to improve their availabi¬ 
lity for movement of larger vo¬ 
lume of traffic. 

The appropritaiion to ‘de¬ 
preciation reserve fund' has 
been raised from Rs 110 to 
115 crores in pursuance of the 
recommendation of the Rail¬ 
way Convention Committee, 
1971. The appropriation to 
‘pension fund’ has been kept at 
Rs 16 crores. The ‘dividend’ 
to general revenues would be 
Rs 172.61 crores as against 
Rs 163.18 crores provided for 
during the current year. On 
this reckoning, earnings arc 
likely to fall short of expendi- 
diturc, and the estimated defi¬ 
cit comes to Rs 19.34 crores. 

The above deficit docs not 
take into account Rs 20 crores 
which will be spent in 1973-74 
on ‘development fund works’. 
The Railways have also to pay 
to the Ministry of Finance inte¬ 
rest amounting to Rs 5.35 
crores on the outstanding loans 
under ‘development fund’ and 
‘revenue reserve fund’. Jn 
addition, a loan instalment of 
Rs 8.31 crores is also due re 
payment. All these liabilities 
amount to Rs 33.66 crores. 

Difficult Situation 

If the current liabilities are 
added to the deficit, the gap 
will be as much as Rs 53.00 
crores. The country is passing 
through a difficult economic 
situation and 1 am anxious 
that we should do everything 
possible to lighten the load of 
the common man. At the same 
time, if I leave this gap un¬ 
covered, it means so much more 
strain on the General Finances, 
which will ultimately affect 
the general public. With con¬ 
siderable reluctance, therefore, I 
am proposing a modest revi¬ 
sion of freights and fares and I 
trust it will not have any signi¬ 


ficant effect on the cost of liv¬ 
ing. 

Hon’ble Members are aware 
that there are a number of 
commodities carried by the 
Railways at very low rates, the 
revenue from which do not 
pay for the full costs of trans¬ 
portation. The costs of opera¬ 
tion on the other hand are 
continuously going up, in 
view of increases in the wage 
levels and in the prices of ma¬ 
terials. Increases in pay and 
allowances sanctioned by 
government since September 
1970 and Labour Arbitration 
Awards alone have enhanced 
the annual salary bill of the 
Railways by over Rs 95 crores, 
i.e., by as much as 22.5 per 
cent, and staff costs form 60 
per cent of the Railways, work¬ 
ing expenses. 

Inevitable Increases 

The costs of coal, diesel oil, 
electricity, steel and other stores 
purchased by the Railways are 
also going up continuously. 
Such inevitable increases in 
costs of operation make it 
well-nigh impossible to keep 
the freight rates and passenger 
fares unchanged. However, the 
adjustments in freight rates and 
fares which 1 propose to make 
will be on a very modest scale. 

1 propose to raise by one 
step the freight classification 
of commodities now charged at 
class levels 57.5 and below. 
Commodities now charged at 
class 30 for wagon loads will 
henceforth be charged at 
class 32.5, those charged at 
present at class 32.5 will be 
placed in class 35, and so 
on, up to the commodities 
grouped under class 57.5, 
which will be charged at 
class 60. The proposed re¬ 
classification would mean an 
increase in the railway freight 
of about eight per cent in tes- 
pect of commodities now charg¬ 
ed at class 30, the increases 
gradually tapering down to 
about four per cent only for 
commodties charged at class 
57.5. Even with this increase, 
there will be a number of com¬ 
modities, the freight earnings 
from which will not meet fully 
the costs of operation. 

The classification for ‘smalls’, 
i.e. consignments less than 
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Do You Know 

i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON* 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

iii) that MURUKKU (Erythema Indica) and UPPOOTHY (Maca- 
ranga Peltata), among those woods, arc outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp ? 


Contact 

THE GWALIOR RAYON SILK HFG. (TO) GO. LTD.. 

(PULP DIVISION) 

Birlakootam — MAVOOR — Kozhikode Dt> 

KERALA 

Grams : "WOODPULP” Calicut Telex: 084-216 Phones : 3973 & 3974 (Calicut) 

51 A 52 (Mavoor) 
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ALUMINIUM in 

CONSTRUCTION & 
STRUCTURAL USES 

Ftr Building ft Comtruction, HINDALCO offer* Semi-fabricated aluminium products 
(sheets and axtrudad shapes) In a wida ranga to suit divarsa jobs. High strengths 
might ratio and low maintenance costa make Aluminium tha idaal choica af mo Jam 
hoildara and architects. Baaidea. for making buildings coal in aummar and wan* 

In winter. aluminium panalt ara baing increasingly used-today in modem sky-scraasm 
HINDALCO Sami-fabricated products aro so versatile that tboy can ba used In m*kia| 
almost anything, from landing mat far Aeroplane in an emergency dafeaca purpean 
tn drainage culverts in farms for Agricultural purpose*. 

MODERN BUILDERS SPECIFY HINDALCO ALUMINIUM. 
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HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

tJO. RfiNUKOOT ■ OIST. MSRZAPUR ■ U.P. 
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wagon loads, will be corres 
pondingly fixed. 

Although rate increases have 
to balance between conflict¬ 
ing considerations of enhanced 
revenue and its impact on con¬ 
sumers, I am convinced that 
the incidence of such increases 
must not contribute to the exist¬ 
ing inflationary trends in 
goods or articles which figure 
predominantly in the budget 
of the common man. While a 
total insulation of the articles 
of mass consumption from the 
incidence of freight increases 
would be somewhat difficult, 
it has been decided to exempt 
certain limited group of essen¬ 
tial commodities namely food- 
grains, salt and kerosene oil. 
Salt, apart from its association 
with our struggle for feedom, 
still constitutes an important 
item in the daily budget of the 
common people. There will 
not be any change in the freight 
rate for foodgrains and pulses, 
though by transporting these 
necessities of life, the Indian 
Railways are currently incurr¬ 
ing a loss of nearly Rs 26 crores 
per annum. 

Proposed Revision 

The proposed revision in the 
classification of goods will 
& bring an additional revenue of 
Rs 14.65 crores during the year 
1973-74. 

The freight rates for coal 
were last revised in 1971 and 
since then there has been a size¬ 
able increase in the costs of 
operation. The existing freight 
rates are insufficient to cover 
the cost of transport of coal 
beyond 1100 kms and the gap 
between the freight earnings 
and the cost of transport in¬ 
creases with the distance. The 
loss suffered by the Railways 
on the transport of this essen¬ 
tial commodity is as much as 
Rs 12 crores a year. The coal 
industry is being reorganised 
to subserve our broader na¬ 
tional interests and keeping in 
view the need to further en¬ 
courage rural reconstruction 
programmes, it has been de¬ 
cided to treat coal on a special 
footing. I, therefore, propose 
to limit the increase in freight 
rates on coal to three per cent 
only. The yield from this in¬ 
crease will be Rs 3.50 crores 
per annum. 


The Finance Minister will 
be separately announcing in his 
Budget the withdrawal of the 
railway passenget fare tax 
with effect from 1st April, 1973. 
To this extent, the passengers 
will benefit. At the same time, 
the House is aware that Rail¬ 
ways are losing about Rs 63 
crores a year on passenger and 
coaching services —Rs 50 
crores on non-suburban ser¬ 
vices and Rs 13 crores on 
suburban services. The non¬ 
suburban upper class passen¬ 
gers who form 1.3 per 
cent of the travelling public 
contribute 13 per cent of the 
total passenger earnings. It 
is only right and proper that 
the affluent sections of the so¬ 
ciety patronising these classes 
should be made to pay more. 

I accordingly propose to in¬ 
crease the upper class basic 
fares excluding the tax by 10 
per cent in respect of single 
journey tickets. My intention 
is that within a period of two 
years, the air-conditioned class 
fares in all the trains should 
be brought to the level of air 
fares. To begin with, I propose 
to raise the ACC fares for 
Rajdhani Expresses to Bombay 
and Calcutta equal to or more 
than the air fares. There will 
also be a proportionate in¬ 
crease in. the existing first and 
second class monthly season 
tickets, the details of which 
are given in the Memorandum. 
The yield from these increases 
in 1973-74 will be Rs 4.45 
crores. 

Operation Costs 

1 would have very much 
liked to exempt third class 
passengers from any increase. 
The rising costs of operation 
do not, however, permit me to 
do so and 1 am, therefore, pro¬ 
posing some very modest in¬ 
creases to the basic fares ex¬ 
clusive of tax. First, there will 
be no increase in thiid class 
fares for the first 15 kms. For 
the next slab 16 to 36 kms., 
the increase will be only 5 
paise for third class ordinary 
and for the next slab 37 to 50 
kms. 10 paise and so on. 
For journeys between 16 and 
50 kms,, a single journey ticket 
will cost only 5 paise more 
than at present. For longer 
distances, say 200 kms., the in¬ 
crease over the existing fares 


including tax will be only 15 
paise. Even for a distance of 
1000 kms., a single third class 
ordinary ticket will cost only 
20 paise more than at present. 
For no distance, the new fares 
will be more than 25 paise ovei 
ihe existing fares. I may em¬ 
phasise that the proposed new 
fares are generally less than 
the existing bus fares. 

Coming to mail and express 
trains, the inc.ease over the 
basic fares exclusive of tax will 
be 10 paise for the first slab 
of 16 to 25 kms., 20 paise for 
the next slab of 26 to 50 kms., 
30 paise for the next slab of 
51 to 100 kms. and so on. For 
a journey of 200 kms. by mail 
or express train, a single 
journey third class ticket will 
cost 15 paise more than ai 
present. Even for a jou.ney of 
400 kms., the increase will be 
only 25 paise. 

Marginal Increases 

It will be seen from the table 
l am reading out that ihe in¬ 
creases in fares for some *e- 
presentative pairs of stations 
will be only marginal: 

In respect of season tickets 
for both suburban and non- 
suburban third class, I do not 
propose to make any increase 
in monthly season tickets cost¬ 
ing up to Rs 5. Monthly season 
tickets costing more than Rs 
5 will, however, be increased 
by 50 pa«se. 

The above increases will 
give us Rs 21.25 crores of. which 
Rs 12 crores are already being 
collected in the form of passen- 
ge, fare tax. The extra collec¬ 
tion from third class passengers 
will, therefore, be only Rs 9.25 
crores.. 

There arc eight super fast 
expiess trains like the Frontier 
Mail, Kalka—Delhi—Howrah 
Mail, Grand Trunk Express, 


Delhi—Lucknow 
New Delhi—Bhopal 
Delhi—Patna 
New Delhi—Nagpur 
Delhi—Bombay 
Delhi—Calcutta 
Delhi—Madras 


Taj Express, which are much 
faster and more convenient 
than other mail and express 
trains running on the same 
route. The difference in the 
running times of these super 
fast trains and other expresses 
running on the route in some 
cases is more than 12 hours. I, 
therefore, propose to lew a 
special supplementary charge 
at a flat rate for travel by 
these trains. As all the seats 
in these trains will be reserved, 
there will be no overcrowding 
and this measure will bring 
much needed relief to the long 
distance travelling public. The 
flat rates will be: Rs 1.50 for 
111 class, Rs 3 for 11 clas$/A r C. 
chair car, Rs 5 for I class and 
Rs 10 for A.C.C. 

There will be also revision in 
the fares for travel by the two 
Rajdhani Expresses, both for 
A.C.C. and A.C. chair cars. 

The net effect of the pro¬ 
posals in respect of passenger 
fares will be an yield of Rs 
26.20 crores. 

A Memorandum is being cir- 
latcd to the Hon'ble Members 
giving details about the propo¬ 
sals, both in respect of freight 
rates and passenger fares. 

Additional Revenue 

All these proposals will be 
effective from 1st April 1973 
and the total additional reve¬ 
nue from them will be Rs 44.35 
crores. After taking this 
amount into account, the bud¬ 
geted surplus in 1973-74 is 
estimated at Rs 25.01 crores. 
This surplus will be set off 
against liabilities aggregating 
Rs 33.66 crores for financing 
the developmental works, re¬ 
payment of loan instalment 
and interest charges on out¬ 
standing loans etc. This will 
leave a gap of Rs 8.65 crores 
which I expect the Railways 
to make good by improving 
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their earnings and better opera¬ 
tional efficiency. 

During the current year, our 
revised estimates, excluding 
Metropolitan Transport Pro¬ 
jects, show an expenditure of 
Rs 194.56 crorcs under ‘capi¬ 
tal’, Rs 114.48 crorcs under 
‘depreciation reserve fund\ Rs 
20 crores under ‘development 
fund', and Rs 7 crores ‘open 
line works revenue’. In all, 
Rs 336.04 crores against the 
budget estimates of Rs 301.50 
crores. The increase in expen¬ 
diture is largely attributable to 
‘manufacture’ and ‘procure¬ 
ment’ of rolling stock, pur¬ 
chase of‘stores’, and ‘structural 
engineering works’. 

Our Annual Plan for 1973- 
74 envisaged total expenditure 
of Rs 366.28 crores, Rs 195 
crores under ‘capital’, Rs 

137.54 crores under ‘depreci¬ 
ation reserve fund’ and the 
balance under ‘Development 
Fund’ and ‘open line works re¬ 
venue’. In view of constraints 
on ways and means and need 
for economy, this programme 
has been pruned down to Rs 

329.54 crores, inter alia, by 
showing ‘probable savings’ of 
Rs. 20.58 crores. In addition. 
Railways intend to spend Rs 8 
crorcs on Metropolitan Trans¬ 
port Projects during 1973-74. 

Satisfactory Working 

The physical and financial 
progress of the Plan works has 
been quite satisfactory. in 
the first four years of the Plan 
quinquennium, 78 per cent 
of the planned outlay bis been 
spent. About 724 route kilo¬ 
metres have been doubled so 
far and the doubling in respect 
of another 800 kilometres is 
likely to be completed by the 
end of the Plan. Conversion 
of 326 route kilometres (Punc- 
Miraj-Kolhapur) from metre 
gauge to broad gauge has al¬ 
ready been completed. New 
conversion schemes notably 
Viramgam - Okha - Porbander, 
Emakulam-Trivandrum, Gun- 
takal-Bangalorc, Barabanki- 
Gorakhpur-Samastipur totall¬ 
ing to about 1600 kilometres 
have been sanctioned. Works 
are in progress in respect of 
all these conversion schemes 
as per schedule. New lines 
connecting Obra-Singrauli, 


Hindumalkot-Sri Ganganagar, 
Maliya-New Kandla, Jammu- 
Kathua, and Singrauli 
Katni, have been opened for 
traffic. Others, including the 
Cuttack-Paradeep line and the 
Trivandrum - Kanyakumari-Ti- 
runelveli line are making good 
progress. Similarly, the various 
electrification schemes are pro¬ 
ceeding almost according to 
Plan. 

Likewise, the manufacture 
of rolling stock such as loco¬ 
motives, coaches and wagons 
has also been stepped up and 
we expect to achieve the targets 
except for a small shortfall in 
production of diesel and elect¬ 
ric locomotives. 

Production Targets 

As the House is aware, the 
fifth Plan is in the process of 
formulation. Different inter- 
ministerial working groups have 
been meeting and discussing the 
various sectoral plans and pro¬ 
duction targets which have a 
bearing on the probable level 
of freight traffic that the Rail¬ 
ways would be called upon 
to handle during the Fifth Five 
Year Plan. The preliminary 
studies by various Ministries 
indicate that the railways may 
be called upon to carry an in¬ 
crease in freight traffic of 110 
to 120 million tonnes in five 
years or an average growth of 
22 to 24 million tonnes per 
year. This increase of nearly 
50 per cent in the quantum of 
originating goods traffic in a 
period of five years poses stu¬ 
pendous problems for the Rail¬ 
ways. The enormity of the task 
can be better appreciated 
against the average yearly 
growth of five million tonnes in 
the first plan, 8 million tonnes 
in the second Plan and 4 mil¬ 
lion tonnes since 1960-61 to 
date. 

The projected increase in 
traffic in the Fifth Plan would 
be largely in the basic commo¬ 
dities like coal, raw materials 
for steel plants, foodgrains, fer¬ 
tilisers, cement, iron ore for ex¬ 
fort, petroleum products and 
steel. On present indications, 
movement of coal alone would 
be about 125 million tonnes as 
against 65 million tonnes at 
present—an increase of un¬ 
precedented magnitude for any 


railway system in the world. 
Likewise, passenger traffic— 
particularly medium distance 
and long distance—is expected 
to grow substantially. 

To cope with such gigantic 
tasks ahead, we will have to 
augment in a very big way our 
fleet of locomotives, wagons 
and coaches; construct new 
lines and increase the capacity 
of the existing lines, set up new 
repair and production units, 
provide additional passenger 
terminal and yard capacities 
at metropolitian centres and 
other cities. The concept of 
rail transport strategy will 
have to be radically revised and 
adjusted to deal with the move¬ 
ment of masses of persons and 
massive quantities of bulky 
goods. We will probably have 
to think of longer and heavier 
trains, more powerful locomo¬ 
tives, more seats in the passen¬ 
ger coaches, increased dieseli- 
sation and electrification of the 
services, better utilisati on of 
our track and rolling-stock, 
though even now they are 
second only to Japan, increase 
in the pay-load of wagons. In 
short, we may have to reorient 
our thinking and outlook com¬ 
pletely and take effective steps 
towards maximum utilisation of 
our existing assets and creation 
of additional capacities within 
a limited time scale. 

New Lines 

The construction of new 
lines is one such item where an 
entirely new approach may 
have to be thought out. The 
rising costs of construction re¬ 
quire high density of traffic to 
justify a new line financially. 
For a new line to become an 
economic proposition, it has 
to be assured at least 3 million 
tonnes of originating traffic.. 
This may be possible in highly 
industrialised areas. But there 
may be areas where such 
quantum of traffic may 
not be offering; yet a new 
line or a conversion of a line 
may be necessary for the de¬ 
velopment of the region. With 
a view to make it financially 
possible for the Railways to 
construct new lines in such 
situations, it will be necessary 
todevelop a new approach and 
explore measures to reduce 
their capital liability and to 


improve the rate of their earn¬ 
ings, Some formulae which 
could be adopted towards this 
end are as follows:— 

(i) Exemption, full or partial, 
from payment of dividend lia¬ 
bility to the general revenues 
during the period of construc¬ 
tion and for a specified number 
of years after completion and 
opening to traffic; 

(ii) Participation of state 
governments or local autho¬ 
rities, in reducing the cost of 
construction by giving the. 
land and labour content of 
construction free of cost; 

(iii) Suitable adjustment up¬ 
wards of fares and freight struc¬ 
ture applicable to the newly 
constructed line which in com¬ 
mon parlance is called ‘infla¬ 
tion of chargeable mileage’; 

(iv) Levy of fares and freight 
on a discontinuous basis so as 
to be a set-off against telescopic 
sttucture of standard fares and 
freight. 

Classical Concept 

The classical concept of tradi¬ 
tional economic viability needs 
to be re-adapted in the fight 
of the historical experience ga¬ 
thered from the economic de¬ 
velopment of different societies. 
The principle that transporta¬ 
tion infra-structure must evolve 
along the pattern determined 
by pre-existing economic viabi¬ 
lity needs to be modified to the 
extent that very often the crea¬ 
tion of the infra-structure them¬ 
selves lead to additional de¬ 
mand and increased commer¬ 
cial prospects. In selectded 
areas the calculus of short¬ 
term economic returns must 
yield place to the long-term 
benefits through a policy of 
deliberate developmental ex¬ 
penditure. 

Based on this, I intend to dis¬ 
cuss with my colleagues, the 
Finance and Planning Ministers 
how we can initiate new railway 
projects or open new fines up to 
60 kilometres where the de¬ 
velopment of the area would be 
greatly facilitated, without 
viewing this expenditure too 
closely in terms of the prospects 
of immediate returns on invest¬ 
ment. 

I have referred earlier to 
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some important gauge conver¬ 
sion works in progress in Erna- 
kulauTrivandrum, Guntakal- 
Bangalore, Okha-Viramgam and 
and Barabanki-Samastipur sec¬ 
tions. In addition, there are 
certain important works of new 
lines and conversions present¬ 
ly under examination and active 
consideration of the govern¬ 
ment. Some of these works are 
are:— 

(i) Wani-Chanaka Line. 

(ii) Manmad to Purli Vaij- 
nath—Conversion from Metre 
Gauge to Broad Gauge. 

(iii) Miraj to Latur—Con¬ 
version from Narrow Gauge 
to Broad Gauge. 

(iv) Mangalore-Apta Line. 

(v) Dclhi-Ahmedabad—Con¬ 
version from Metre Gauge to 
Broad Gauge. 

(vi) Barauni-Katihar-New 
Bongaigaon and Gauhati ~ 
Conversion from Metre Gauge 
to Broad Gauge. 

(vii) Guntur-Macherla—Con¬ 
version to Broad Gauge, and 
Nadikude-Bibinagar— New 
Broad Gauge line. 

There are some more pro¬ 
posals for new lines, gauge 
conversions and restorations 
which are in various stages of 
consideration. Subject to 
availability of resources, it is 
hoped to take up some of these 
items in due course. 

Appropriation of funds 

No funds to undertake these 
works have been provided in 
the budget for 1973-74. 1 

seek your permission to un¬ 
dertake these works by rc- 
appropriation of funds within 
the relevant grants, as soon as 
they are approved by govern¬ 
ment. 

I shall come to the House 
again for grant of requisite 
funds, as may be necessary in 
the year to execute these works. 

Apart from the surveys pro¬ 
posed for improving the traffic 
capacity on the existing routes 
and for giving relief to the 
hard pressed terminals at the 
major cities, surveys are also 
in progress or are being taken 
up for some new railway lines 
which, when constructed, 
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would promote the develop¬ 
ment of some backward areas 
in the country. Particular men¬ 
tion must be made in this con¬ 
text of the surveys for new 
lines from Dalli Rajhara to 
Jagdalpur in Madhya Pradesh. 
Jhakapura to Banspani in 
Orissa. Nangal to Talwara in 
Himachal Pradesh, Hasanpur 
to Sakr and Jhanjharpur to 
Laukahabazar in Bihar and 
Agartala to Sabrum in Tripura 
etc. Now that Kosi River has 
been tamed to a large extent, 
some restoration surveys have 
also been taken up in its basin 
to relay the lines Saraigarh to 
Pratapganj which had previ¬ 
ously been abandoned due to 
the ravages of floods and to 
extend it to Forbesganj so as 
to set up the much needed 
transport infrastructure for 
the development of this po¬ 
tentially rich area and thereby 
give a fillip to the production 
of sugarcane, tobacco, jute and 
other cash crops. 

Drought Situation 

Particular attention has 
been paid during the year to 
the clearance of foodgrains 
and fertilisers to the drought 
stricken areas. During the first 
ten months of the year. Rail¬ 
ways moved 51.95 lakh tonnes 
of foodgrains on behalf of 
Food Corporation of India 
from Punjab and Haryana 
against 29.98 lakh tonnes mov¬ 
ed last year. The stocks of 
fertilisers both at the ports and 
at the factories have been clear¬ 
ed currently. A special drive 
was instituted from September 
to clear all the cement offered 
for transport and this has been 
achieved except at two or three 
factories which are also re¬ 
ceiving special attention. All 
the iron ore offered for export 
has been cleared in full. Rail¬ 
ways have also helped the Steel 
Plants to keep up the stocks of 
raw materials at a satisfactory 
level and removed their finished 
products as offered. Petroleum 
products have been cleared in 
full and tank wagons are some¬ 
time idling for want of POL 
traffic. 

In the intransportation of 
coal, which accounts for 30 
per cent of the total originating 
tonnage, determined efforts 
have been made to step up 


loading. While the movement 
of coal from outlying fields was 
very satisfactory, that from 
Bengal-Bihar coalfields was 
not so good. During the first 
ten months of the year, daily 
average loading of coal from 
Bengal and Bihar fields was 
5683 wagons against the aver¬ 
age of 5647 wagons during 
1971-72 and 5542 wagons dur¬ 
ing 1970-71. Special care has 
been taken to meet the increas¬ 
ed requirements of coal for 
power houses. 

Wagon Detention 

It is a common experience 
that some sections of the trade 
detain wagons heavily at termi¬ 
nals and do not take delivery 
of goods from railway pre¬ 
mises within the time allowed, 
possibly with a view to creat¬ 
ing artificial scarcity in the 
market and thus inflating the 
prices. This practice, besides 
raising prices of essential com¬ 
modities also adversely affects 
mobility of wagons and free 
flow of traffic. My predecessor 
has also reported to the house, 
that in order to check this 
malpractice the rates of de¬ 
murrage and wharfage have 
been substantially increased 
from 1st December, 1972. With 
the same objective in view, the 
Railway Act has also been 
amended in the last session of 
Parliament to bring down the 
period of Railways’ liability 
as a bailee from 30 days to 
seven days. 

As the house is aware we 
have taken in hand a compre¬ 
hensive review of the Indian 
Railways Act which was passed 
as long ago as 1890 and has 
but for occasional amend¬ 
ments, remained substanti¬ 
ally what it was 80 years ago. 
The objective is to bring this 
old statute into accord with 
present day conditions and 
make it a more flexible instru¬ 
ment of regulation. 

During the current session, 
I propose to present a Bill 
for amendment of some half a 
dozen other sections of the Act, 
among them being the sections 
dealing with payment of com¬ 
pensation in cases of accidents 
to passenger carrying trains 
and offences like unjustified 
alarm chain pulling, trespass, 
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destruction of railway property 
and equipment and wilful 
wrecking of trains. 

There has been a progressive 
increase in the average speed 
of goods trains on the broad 
gauge system of Indian Ril- 
ways over the years. This has 
been primarily due to intro¬ 
duction of more and more of 
electric-diesel traction which is 
faster. Apart from this change 
of traction, the Railways are 
also taking other steps for in¬ 
creasing the speed of trains like 
the higher standards of track 
maintenance, introduction of 
more sophisticated systems of 
signalling, better systems of 
communications and more re¬ 
finements for braking and roll¬ 
ing characteristics of wagons. 
On major trunk routes, multi¬ 
ple aspect signalling is fast re¬ 
placing the conventional two 
aspect signalling.* Similarly, 
with more of roller bearing 
stock and new devices like 
quick application and quick 
release valves, the brake power 
of trains has increased and this 
in turn has led to greater safety 
of trains by enabling drivers to 
operate with greater safety and 
confidence. 

Power Shortage 

Due to acute power shortage 
in the country, the Railways 
have been repeatedly experienc¬ 
ing frequent load sheddings 
and interruptions which 
have serious repercussions 
on the movement of 
trains and on the working of 
the railway installations. The 
running of electric trains, parti¬ 
cularly, on the Eastern and 
South Eastern Railways, has 
been seriously disdocated due 
to frequent power cuts and 
power failure from the Damo- 
dar Valley Corporation and the 
State Electricity Boards. 

An idea of the dislocations 
due to power cuts on one of the 
sections of the South Eastern 
Railway — Chandil — Purulia 
Complex—can alone be had 
from the fact that against 88 
cases of power cuts which oc¬ 
curred from May to September 
1971, there were as many as 
1355 during the corresponding 
period of 1972 on this section. 

These power cuts and power 
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shcddings have not only affec¬ 
ted the running of the electric 
trains but also seriously affec¬ 
ted the repair and overhauling 
of the locomotives and wa¬ 
gons in workshops, yard work¬ 
ing for failure ol lights and the 
failure of electrically operated 
points, retarders and signals. 
Even steam services have been 
affected as a result of electric 
pumps not working and conse¬ 
quent short supplies of water 
in the overhead water tanks. 

In view of the acute shortage 
of electric power, the Railways 
may have to consider setting 
up their own generating sta¬ 
tions to feed the grid systems 
of the states. I shall be examin¬ 
ing this question in consulta¬ 
tion with Planning Commis¬ 
sion, the Ministry of Irrigation 
and Power and the concerned 
State Governments. 

Recurring thefts of overhead 
copper wires in the electrified 
sections by miscreants also 
caused frequent interruptions 
of train services. The Railways 
have now on hand a compre¬ 
hensive programme of replac¬ 
ing copper wires by indigenous¬ 
ly manufactured aluminium 
wires. Railways have already 
replaced copper overhead tele¬ 
communication wires by ACS 
over 2600 kilometres along the 
railway track. Such replace¬ 
ment works are in progress over 
another 5000 kilometres. An¬ 
other 3570 kilometres of tele¬ 
communication overhead wires 
had been replaced by under¬ 
ground cables in electrified sec¬ 
tions. 

Upsurge of Demand 

There has been an upsurge 
of demand for railway wagons. 
In some sectors, the supply of 
wagons is short of demand, i 
am seized of the problem. To 
some extent, certain circums¬ 
tances inhibit the optimum uti¬ 
lisation of our rolling stock, 
such as slow release of wagons 
by inefficient industrial units 
or by uncooperative traders. 
Availability of wagons will 
certainly improve if the im¬ 
mobilised wagons are put back 
into the stream of traffic. At 
the same time, we have taken 
into account the increasing de¬ 
mand for rail transport. This 
situation will be accentuated 


with expanding economy. We 
have, therefore, initiated steps 
to augment our fleet of wagons 
and of our holdings in loco¬ 
motives. We have recently 
ordered 15,000 additional wa¬ 
gons over and above the 26,000 
already on order, the additional 
wagons being against our Fifth 
Plan requirements. Wagon ma¬ 
nufacture in the railway work¬ 
shops at Amristsar, Golden 
Rock and Samatipur is also 
being stepped up to about 
4,000 wagons per annum. The 
Railways are also making mas¬ 
sive efforts to increase the avail¬ 
ability of wagons by keeping 
them in good repair. Panel 
patching and repair facilities 
in sick lines, depots and work¬ 
shops have lately been intensi¬ 
fied. As a result of these mea¬ 
sures, about 750 wagons are 
daily being made available for 
loading valuable and damage¬ 
able commodities. We have 
also arranged with the Indian 
Statistical Institute for a tho¬ 
rough systems analysis and 
study of important streams of 
coal movement to see whether 
optimum use is made of our 
rolling stock and various faci¬ 
lities. 

Coach Units 

The Railways have three 
Production Units manufac¬ 
turing coaches, diesel and elect¬ 
ric locomotives. Railway work¬ 
shops also produce 2,800 
wagons which will be step¬ 
ped up to 4,000 wagons 
a year from 1973-74. The 
performance of the Integral 
Coach Factory, Madras, has 
been quite satisfactory. The 
number of fully furnished 
coaches manufactured at Integ¬ 
ral Coach Factory is estimated 
to go up from 635 in 1971-72 
to 715 during 1972-73 and to 
750 during 1973-74. The pro¬ 
duction of the diesel locomo¬ 
tives in Diesel Locomotive 
Works, Varanasi, is running 
behind schedule due mainly 
to labour trouble. The pro¬ 
duction of electric locomotives 
in Chittaranjan Locomotive 
Works has also fallen behind 
schedule because of certain 
technical difficulties that have 
been experienced in respect 
of electric traction motors. 
These problems are being 
resolved in consultation 
with our French collaborators. 


However,, the production tar¬ 
get at Chittaranjan Locomotive 
Works which is expected to 
reach 109 electric locomotives 
and diesel shunters will be 
stepped up to 128 numbers dur¬ 
ing 1973-74. Similarly, the 
manufacture of diesel and elect¬ 
ric locomotives at Varanasi is 
expected to go up from 110 dur¬ 
ing the current year to 140 in 
the next year. 

Further, on the export side, 
the Integral Coach Factory 
have achieved a major break¬ 
through in recent months by 
securing orders abroad in the 
face of stiff international com¬ 
petition. At present, the fac¬ 
tory have orders for exporting 
coaches to Zambia. 

Immense Potential 

There is an immense poten¬ 
tial for the export of our 
railway equipment including 
coaches, locomotives, wagons 
and signalling equipment to 
the developing countries of 
Asia, Africa and South Ame¬ 
rica. Our wagons are also in 
great demand in U.S.S.R., 
and other countries of Eastern 
Europe. 1 am forming a special 
Export Cell in the Railway 
Board to sec that the Rail¬ 
ways do their utmost in this 
field. 

Over the years Indian Rail¬ 
ways have developed conside¬ 
rable know-how and expertise 
in the construction of railway 
lines over difficult terrain — 
mountainous—with long tun¬ 
nels and high viaducts, build¬ 
ing of long span bridges with 
deep and heavy foundations in 
giant rivers like Ganga and 
Brahamaputra. Indian Rail¬ 
ways have also developed an 
integrated organisation for re¬ 
search, design and standardisa¬ 
tion as a substantial base to 
advance the indigenous indust¬ 
rial manufacture of all railway 
equipment, rolling stock and 
track. This institution acting 
as consultants and advisers to 
various Zonal Railways has 
been the main reservoir of 
talent and expertise for tak¬ 
ing up consultancy services, 
particularly to a number of 
countries in Asia and Africa. 
As there is considerable de¬ 
mand abroad for such consul¬ 


tancy services, Government a tt 
thinking of organising a sepa¬ 
rate unit for consultancy in 
the Railways so that the ser¬ 
vices can be rendered econo¬ 
mically attractive. Apart from 
offering consultancy in all 
fields of disciplines including 
management and computeri¬ 
sation, project evaluations after 
detailed field surveys etc., the 
organisation will al90 under¬ 
take ‘turn-key* execution of 
various railway projects. 

I would like to mention that 
with a view to increase the 
efficiency of operation on the 
Railways and to effect econo¬ 
mies, wherever feasible, in the 
various fields of transportation, 
recently an Operational Re¬ 
search Cell has been set up in 
the Railway Board. The Cell 
will undertake important effici¬ 
ency studies employing modem 
management techniques like 
Linear Programming, Reg¬ 
ression Analysis, and will also 
be of assistance in Corporate 
Planning. Cost Study cells 
have also been set up. 

Thefts and Pilferages 

As the House is aware, a 
country-wide campaign was 
launched in January 1972 
against thefts and pilferages of 
railway property. There has 
been an improvement in the 
position on central, northern, 
southern, south central, and 
western Railways where the 
compensation claims paid on 
this account have decreased 
during 1971-72. However, the 
position showed deterioration 
on the eastern, south eastern, 
northeast frontier and north 
eastern Railways. The mem¬ 
bers of the Railway Protection 
f orce had on many occasions 
displayed a high sense of duty 
in apprehending dangerous and 
violent criminals and mis- 
creatns at the risk of their per¬ 
sonal safety. 29 Railway Pro¬ 
tection Force personnel were 
killed and 106 injured in en¬ 
counters with these ‘criminals 
during 1971. Five Railway Pro¬ 
tection Force personnel were 
killed and 73 injured during 
the period from January to 
October 1972. During the same 
period, Railway Protection 
Force had to resort to open 
fire on 143 occasions killing 
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60. criminals and injuring 22 
of them. 

The Railway Protection 
Force is being reorganised to 
make it more effective. The 
question of conferring addi¬ 
tional legal powers on the Rail¬ 
way Protection Force is being 
processed with the Ministries 
of Home Affairs and Law. 

Latterly, the incidence of 
dacoities and murders in runn¬ 
ing trains has shown a distur¬ 
bingly increasing trend. As 
against 96 murders and 90 
dacoities in 1970, there were 
165 murders and 115 dacoities 
in 1971 and 101 murders and 
118 dacoitis in 1972. To check 
these crimes, important pas¬ 
senger trains are being escorted 
by armed police personnel 
wherever possible. Surprise 
checks and supervision of 
escort duties are also being 
intensified. The attention of 
the Chief Ministers of the 
States mainly concerned, has 
already been drawn to this 
problem. 1 am also proposing 
to hold a meeting with them 
and their Home Ministers and 
Inspectors General of Police. 

Public Disorder 

Railway operations during 
1972-73 were seriously affected 
by various acts of public inter¬ 
ference in different parts of the 
country over the issues totally 
unrelated to railway working. 
In the months of May and June 
this year, on Eastern Railway 
alone, there were 14 instances 
of obstruction to train runn¬ 
ing, During October, troubles 
began with the agitation in 
Punjab over the issue of conces¬ 
sion tickets to students in the 
cinema houses, in Assam over 
the language issue and medium 
of instruction in the University. 
The agitation in Punjab lasted 
over a month and led to im¬ 
mobilisation of about 3,000 
wagons during that period, 
and in Assam the agitation re¬ 
sulted in hampering operations 
and immobilisation of further 
large numbers of wagons. 
These acts reduce the wagon 
availability not only on the 
Railways where agitations and 
demonstrations occur but also 
on the adjacent Railways which 
cannot load for those areas. 

The damage caused to the 


Railways and to the economy 
by these agitations pales into 
insignificance when we consider 
the prolonged agitation in 
Andhra Pradesh during the last 
three months. In the beginn¬ 
ing, the anti-Mulki Rules agi¬ 
tation took the shape of de¬ 
taining passenger trains and 
minor incidents but soon the 
agitation took a violent turn 
and a large number of stations 
and cabins were set on fire and 
station records and equipment 
destroyed. One railwayman 
was burnt to death and 42 
railwaymen suffered grievous 
injuries. Injuries were also 
suffered by train crews and 
passengers when the trains 
were derailed due to removal 
of fish-plates and other acts 
of sabotage. There have been 
101 cases of sabotage and 147 
cases of arson till the middle 
of this month. The movement 
of passengers and goods bet¬ 
ween north and south and east 
and south has been disrupted 
for several days as a result of 
the attacks on Railways and 
large scale intimidation of rail¬ 
waymen and their families in 
Andhra Pradesh. To mention 
only one incident, five senior 
railway officers were abducted 
when they were coming to 
office and were let off only after 
several hours of detention. One 
Deputy Chief Controller was 
released only after a week. 

Trains Cancelled 

Till the middle of this month, 
as many as 34 mail/ex press 
trains and 358 passenger trains 
have been wholly or partially 
cancelled on the southern, 
south central and south eastern 
Railways. Nearly 20,000 wa- 
ons were immobilised on the 
South Central and the contigu¬ 
ous Railways. On a rough 
estimate, the Railways were 
not able to carry 3.5 million 
tonnes of originating traffic 
in the last 31 months resulting 
in a loss of approximately Rs 
12 crores to the Railway Reve¬ 
nues. On account of prolonged 
cancellation of passenger carry¬ 
ing trains, a loss of about Rs 
6 crores has been incurred 
on passenger earnings. On 
account of direct damage, rail¬ 
way property worth over a 
crores of rupees has been da¬ 
maged during the period of agi- 
tation. The overall loss to the 


Railway economy so far can, 
therefore, be assessed at app¬ 
roximately Rs 20 crores. 

Vital supplies like foodgrains 
could not be moved even to 
the deficit areas in Andhra 
Pradesh. Movement of coal 
to power stations and other 
essential industries in South 
India had come to a stop for 
several days. 

Whatever be our differences, 
we should not disrupt the 
nation’s vital supply lines like 
this^nd cripple the economy— 
not the least of Andhra. 

I can only hope that the 
people of Andhra, who have 
great historical traditions, will 
respond to the fervent appeal 
made by our President yester¬ 
day in his address to the 
Parliament and the repeated 
appeals made by our Prime 
Minister for restoring normal¬ 
cy to the state. 

Difficult Conditions 

I have dwelt on these details 
so that the Hon’ble Members 
may appreciate the very diffi¬ 
cult conditions under which the 
railway staff have to work. 
Twice during the year. Terri¬ 
torial Army had to be called 
to assist in the maintenance of 
the country's lifeline for the 
transport of foodgrains and 
other essential commodities; 
once on the Southern Railway 
during the middle of the year 
and now on the South Central 
Railway. 

Railways suffer heavy losses 
on account of ticketless travel. 
An assessment of this problem 
was made in the year 1968-69 
which indicated that roughly 
about 20—25 crores of rupees 
were lost annually to the Rail¬ 
ways on tlm account, as 10 
per cent of the passengers were 
travelling without tickets. To 
curb this social evil, an ordi¬ 
nance was issued in June 1969 
enhancing the penalties for 
ticketless travel to the mini¬ 
mum of Rs 10. This measure 
has succeeded in that the num¬ 
ber of passengers detected tra¬ 
velling without tickets went 
down and the windowsales 
went up in 1970-71. The posi¬ 
tion was more or less main¬ 
tained in 1971-72. Another 


assessment to determine the ex¬ 
tent of ticketless travel is 
proposed to be made during 
next year. On the result of 
fresh assessment, efforts would 
be intensified to check this 
menace, particularly, in areas 
where this evil is widespread. 
Meanwhile, every possible 
effort continues to be made to 
catch ticketless travellers by 
deploying larger number of 
Travelling Ticket Examiners, 
checking with the assistance 
of the Railway Police and the 
Railway Protection Force. Re¬ 
cognising that the railways by 
themselves will not be able to 
effectively deal with these prob¬ 
lems, close co-operation of the 
state governments has been 
sought in launching a big drive 
Raids on the ticketless travel¬ 
lers jointly with the assistance 
of the state governments have 
been carried out in the states 
of Haryana, Gujarat, Punjab 
and Rajasthan. -I propose to 
conduct these drives in every, 
state, and I expect that the 
State Governments will come 
forward with unreserved assis¬ 
tance. I shall also be increas- 
in the number of Magistrates 
utilised for ticket checking 
drives in consultation with the 
state governments to make 
ticket checking more intensive 
and effective. 

Special Amenities 

I propose to arrange special 
amenities for the young, parti¬ 
cularly, the student commu¬ 
nity Cheaper travel would en¬ 
courage them to see this vast 
country and create greater 
awareness among them of the 
different facets of our growth 
during 25 years of our Indepen¬ 
dence. ft would infuse greater 
sense of national unity among 
the young and draw them more 
closely in our programme of 
economic development. 

To promote the cause of edu¬ 
cation, the Railways subsidise 
travelling of the student com¬ 
munity. The Railways grant 
concessions in fares to stu¬ 
dents. The element of con¬ 
cession in third class is as high 
as 50 per cent. The concessions 
in first class and second class, 
which were withdrawn in De¬ 
cember 1971, were restored 
in October 1972, to the extent 
of 25 per cent in second class 
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and 15 per cent in first class. 
These concessions are avail¬ 
able to the students for travell¬ 
ing between their homes and 
educational institutions as well 
as for their educational tours. 
Their monetary value is app¬ 
roximately Rs J.6 crores per 
annum, it is a social welfare 
burden of no small value which 
the Railways as a public uti¬ 
lity organisation bear year after 
year. 

Our experience with cater¬ 
ing in the conventional method 
in dining cars indicates now 
that service cannot be efficient 
and clean and therefore a new 
method has been adopted on 
the Bombay-Delhi route. Food 
is cooked in static kitchens and 
is picked up and then stored 
in hot cases on trains, disserv¬ 
ed to passengers at suitable 
times on run. This type of 
service has also been introduced 
on the Madras-Dclhi Grand 
Trunk Expresses. It has been 
proposed to extend it to the 
Delhi-Howrah line also. The 
advantages of this method arc 
that the pantry cars can be 
kept clean, washing on moving 
trains is eliminated, the bearers 
and the cooks can remain in 
clean uniforms on the run and 
wastgac of food is eliminated. 
The dining car used to be an 
idle-runncr. Part of the Pantry 
bogie will now carry passen¬ 
gers, increasing accommoda¬ 
tion on trains for passengers 
and revenues for Railways. 

Packed Meals 

Wc are also considering the 
sale of low priced packed meals 
for passengers, who prefer 
something less elaborate than 
the meals now being served on 
the trains. These will contain 
purrics/parathas with vegeta¬ 
bles, and Biriyani for those who 
prefer non-vegetarian food. 

Overcrowding on trains is a 
facet of railway working which 
often catches public eye. I 
propose to tackle this problem 
by introducing additional trains 
wherever feasible and also 
dieselising some mail/express 
trains. By dieselising, we can 
add 4 or 5 coaches to these 
trains and they will be mostly 
in third class. During the cur¬ 
rent year up to 30th November 
1972, 4840 train kilometres 


daily have been added by the 
introduction of 25 new trains 
and extension of the run of 
existing 15 trains. Notable 
among the new trains intro¬ 
duced arc the New Delhi- 
Bombay Central bi-weekly Raj- 
dhani Express with effect from 
17th May 1972; a pair of Ex¬ 
press trains between Calicut 
and Cochin Harbour from 14th 
July 1972; a pair of bi-weekly 
Janata Express between Bom¬ 
bay V.T. and Bina from 1st 
May 1972; and the bi-weekly 
Jayanti Janata Expresses bet¬ 
ween New Delhi and Manga- 
lorc/Frnakulam from the 26th 
January 1973. The run of 
Madras-Madurai Janata Ex¬ 
press has been extended to/ 
from Virudhunagar. 

New Coaches 

The Railways are also trying 
out new types of coaches for 
First Class travel for medium 
distances. These chair cars 
can accommodate 48/60 pas¬ 
sengers per coach as against the 
conventional first class, which 
can accommodate only 22/24 
passengers. Hence one first 
class chair car can replace two 
first class coaches and the sav¬ 
ing thus effected could be uti¬ 
lised to add more third class 
coaches to the express trains. 
The Railways have also pro¬ 
grammed the manufacture of 
air-conditioned two tier sleeper 
coaches which can accommo¬ 
date 48 persons against the 
present 14/18 persons in the 
A.C.C. coach. These couches 
will replace gradually the pre¬ 
sent first class and A.C.C. 
coaches running on long dis¬ 
tance trains. With such in¬ 
creased capacity, the number 
of upper class coaches in inter¬ 
city expresses could be reduced 
and the accommodation thus 
released made available to 
third class passengers. 

A plan to augment the fleet 
of coaches has also been initi¬ 
ated. Tt is expected that during 
the current year and the next, 
1177 broad gauge and 247 
metre gauge passenger carry¬ 
ing coaches would be manufac¬ 
tured and put into service for 
meeting the additional traffic 
requirements. In addition 
to these coaches, during the 
same period, 1972-74, 288 

broad gauge and 24 metre 


gauge electric multiple coaches 
are expected to be put into 
service for meeting the require¬ 
ments of suburban traffic. Dur¬ 
ing the current year, up to 
30th November 1972, as many 
as 62 new suburban trains were 
introduced and the runs of 34 
others were extended. 

The suburban services are 
at present running at an an¬ 
nual loss of over Rs 13 crores. 
Unless financial relief for subur¬ 
ban services is forthcoming. I 
do not know to what extent the 
Indian Railways' resources will 
be able to keep pace with the 
metropolitan developments and 
the commuter traffic these are 
generating. Discussion on this 
is continuing with the Plann¬ 
ing Commission and the matter 
is also under the consideration 
of the Railway Convention 
Committee. 

Better Amenities 

An amount of approximately 
Rs 4 crores is annually spent 
on passenger amenities. As a 
first priority, phased provision 
of basic amenities for passen¬ 
gers like waiting halls, benches, 
lights, drinking water, latrines 
and shady trees at all railway 
stations was planned. We have 
now reached the end of this 
plan. The Railways have em¬ 
barked upon a new scheme of 
providing comfortable, fast, 
long-distance travel for third 
class passengers. An effort in 
this direction has been made in 
the running of "Jayanti-Janata* 
train from Delhi to Manga¬ 
lore/ Ernakulam, a distance 
of 3020 Kilometres. This is the 
first train with completely re¬ 
served accommodation, a din¬ 
ing car for service of food, a 
well-equipped library on wheels 
with a book-stall. Passengers 
can, for a small sum of Rs 2/ 
obtain bed linen for use on the 
run. The rake of this train was 
seen by the Members of the 
Railway Convention Commi¬ 
ttee and Members of the Rail¬ 
way Consultative Committee at 
Delhi and was appreciated. It 
will be our endeavour to intro¬ 
duce long distance trains on this 
model on other important 
routes. 

The Railways have been pay¬ 
ing special attention for the pro¬ 
per maintenance and cleanli¬ 


ness of coaches and station pre¬ 
mises. Particular care is taken 
to ensure that there is an ade¬ 
quate supply of water and tfyat 
toilets and wash basins are 
kept clean and disinfected. 
Electric lights, fans and other 
amenity fittings are kept in 
good order by maintenance and 
sanitary staff both at the 
starting and intermediate 
stations. Surprise inspections 
arc carried out by the senior 
officers to see that the staff 
carry out their duties properly 
and that there are no com¬ 
plaints from the passengers. 

Light Railways 

As the House is aware, the 
re-opening of Howrah-Amta, 
Howrah-Sheakhala and Shah- 
d. ra-Saharanpur Light Rail¬ 
ways, which have been lying 
closed for over two years, has 
been accepted in principle. 
The question when and how 
these lines should be run is to 
be decided jointly by the 
Ministry of Railways and the 
state governments concerned. 

The assets of these Light 
Railways are in a completely 
worn-out and dilapidated con¬ 
dition and have very little re¬ 
sidual lives left. Besides, in 
the case of Shahdara-Saharan- 
pur Light Railway, the party 
who had purchased the assets 
of the Company has already 
removed a considerable por¬ 
tion of the track. If these 
Railways are to be revived and 
their operation continued, the 
assets will have to be, sooner 
than later, replaced at a heavy 
cost. There may be difficulty 
in procuring adequate spares 
and narrow gauge rolling stock 
for replacement. In view of 
this position and keeping in 
view the future needs of traffic, 
the Ministry of Railways arc 
considering the feasibility of 
broad gauge lines in the area 
served by Howrah-Amta and 
Howrah-Sheakhala Light Rail¬ 
ways. For this purpose, cn- 
gineering-n/w-Traffic surveys 
are in progress or are being 
taken up. On receipt of the 
survey reports, the work can 
be taken up on a top priority 
basis and the assurance made 
in the Parliament implemented. 
The state government of West 
Bengal have also been reques¬ 
ted to make arrangements to 
provide the necessary land free 
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from all encumberances and 
encroachments. 

Regarding Shahdara-Saha- 
ranpur Light Railway, the 
feasibility and financial impli¬ 
cations of laying a broad gauge 
line, are being examined. On 
completion of this examina¬ 
tion and in the light of discus¬ 
sions which I intended to hold 
with the Chief Minister, U.P., 
a decision would be taken on 
how best to run the railway 
and whether to revive it in its 
former gauge or in a wider 
gauge. 

As the House is already 
aware, the Railways are con¬ 
ducting techno-economic feasi¬ 
bility studies in the metropo¬ 
litan cities of Calcutta, Bom¬ 
bay, Delhi and Madras. For 
this purpose a sum of Rs 20 
crores was separately provided 
in the Fourth Plan Mid-term 
Appraisal. Of the four metro¬ 
politan projects, the Calcutta 
Project is in the advanced stage. 

It is expected to cost Rs 140 
crorcs and will take seven years 
to complete. Our Prime Minis¬ 
ter laid the foundation stone of 
this metropolitan line of 16.5 
kilometres from Dum Dum to 
Tollygunge on 29th December 
1972 in Calcutta. 

Metropolitan Surveys 

The House would be glad to 
know that metropolitan traffic 
studies have also been initiated 
by the respective State Go¬ 
vernments at the instance of the 
Planning Commission at five 
more metropolitan cities of 
Ahmedabad, Bangalore, Hyde¬ 
rabad, Secunderabad, Kanpur 
and Pune. I trust that these 
studies would be progressed 
expeditiously. 

The Railway Labour Tri¬ 
bunal under the scheme of the 
Pfermament Negotiating Ma¬ 
chinery was appointed in 1969 
with Mr N.M. Miabhoy, re¬ 


tired Chief Justice of Gujarat 
High Court as its Chairman. 
The Tribunal presented its Re¬ 
port of decisions to Govern¬ 
ment on 8th August, 1972. The 
Report has been under active . 
consideration of the govern¬ 
ment. The issues involved re¬ 
lated to pay scales, special pay, 
night duty allowance, upgra- 
dation of certain categories of 
staff, revision of hours of em¬ 
ployment regulation and wages 
of casual labour. The full im¬ 
plementation of the Report will 
cost for a full year Rs 12.5 
crores on Revenue expenditure 
and Rs 7 crores under capital. 
The effect during 1973-74 will 
be of the order of Rs 12 
crores. 

More Pay 

The final report of the Pay 
Commission has yet to be re¬ 
ceived and its impact on the 
railway finances could neither 
be assessed nor taken into ac¬ 
count in the demands placed 
before the House. To the ex¬ 
tent the emoluments of rail- 
waymenare increased by the 
Pay Commission’s recommen¬ 
dations, the Railways will have 
to find additional resources. 1 
may have to approach the 
House again for the grant of 
requisite funds, as may be 
necessary in the year, to imple¬ 
ment recommendations of the 
Pay Commission. 

There are over 38,000 licen¬ 
sed porters in the Indian Rail¬ 
ways carrying the luggage of 
passengers. A study group ! 
went into the conditions of 
work of this labour force in 
in 1969 and made several 
recommendations towards 
improving their conditions 
of work. A large number 
of these recommendations 
has been accepted and imple¬ 
mented. I am now examining 
the question of providing suit¬ 
able facilities to porters for 


Save 

with 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 1 
so much in repair and renovation costs.... 
you'll need a whole elephant to serve 
as a piggy-bankl 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The viiutllt floor-covering ■ For hotter living 

India Linoleums Ltd., 
P.O. Birlapuf, 94 Parganas, West Bengal. 





EASTERN ECONOMIST 


369 


FEBRUARY 23, 1973 






resting, at those stations where 
these facilities do not exist. 

Generally, relations with 
Railway labour remained cor¬ 
dial during the year. Regular 
meetings with the recognised 
federatiorfs were held both un¬ 
der the Permanent Negotiat¬ 
ing Machinery and the Joint 
Consultative Machinery and all 
disputes were settled in these 
forums. Quite apart from the 
resolution of disputes through 
such meetings, the general at¬ 
mosphere in the labour field 
| through the year was such that, 
by and large, stoppages of work 
even by small groups which 
were frequent in earlier years 
became less common. 

Labour Participation 

With a view to extending the 
scope of labour participation 
in Railway management, the 
Corporate Enterprise Group of 
Management ami Labour, con¬ 
sisting of the Railway Board 
and the leaders of the two Rail¬ 
way Labour federations lias 
been set up. It is expected that 
this Group would facilitate 
free flow and exchange of ideas 
between management and la¬ 
bour, enabling more efficient 
and purposeful running of the 
enterprise of the Indian Rail¬ 
ways. A preliminary meeting 
of the Group was held in No¬ 
vember, 1972. 

The interim report presented 
by the Railway Convention 
Committee, 1971, dealt with 
payment of dividend to Gene¬ 
ral Revenues for the two years 
1971-72 and 1972-73. The ex¬ 
tent of concessions and exemp¬ 
tions given by the Committee 
amounted to Rs 22.06 crores 
in 1971-72 and Rs 22.19 crores 
in 1972-73. 

In December, 1972, the Rail¬ 
way Convention Committee 
presented their first report on 
accounting matters. The rcco- 


mendations of the first report 
of the committee which have a 
bearing on the Railway Budget 
for 1973-74 were approved by 
this House in December, 1972. 
The quantum of concessions 
and exemptions allowed by the 
Committee and approved by 
the House for the two earlier 
years have been extended to 
1973-74 and would give a relief 
of Rs 21.95 crores. 

The committee have also 
dealt with certain general rail¬ 
way accounting matters 
and have asked for further 
studies to be made and have 
indicated the lines on which 
these are to be undertaken. 
Action is being initiated in con¬ 
formity with these recommenda¬ 
tions. I thank the Chairman 
and Members of the Railway 
Convention Committee for the 
arduous efforts put in by them 
and for their useful sugges¬ 
tions on various aspects of 
Railway working. 

It is my intention to involve 


more closely Members of Par¬ 
liament and Members of the 
State Legislatures with the 
evolution of our railway policy, 
particularly, in respect of seek¬ 
ing specific solution to various 
zonal problems. The Zonal 
meetings would be conducted 
with even greater purpose and 
as a measure of our seriousness 
in the utility of such meetings, 

I myself propose to attend the 
next zonal meeting for each 
zone to be held hereinafter. 

Proud Record 

It gives me great pleasure to 
acknowledge that the railway- 
men have kept up their proud 
tradition of dedication to duty 
and high sense of responsibility 
during the current year. Last 
year, their performance under 
the stress and strain caused by 
the unprecedented influx of 
refugees from across the border, 
followed by exacting and ardu¬ 
ous demands of the Indo-Pak 
conflict, was appreciated both 


outside and inside the House. 
This year, once again, they 
have rendered praiseworthy ser¬ 
vice to the nation, when, under 
trying conditions created by 
violent bundhs and agitations, 
they continued to maintain, 
regardless of personal risk, the 
transport lifeline of the country. 

I am sure the railwaymen will 
live up to their high standard 
of faithful service in the 
coming year and ever after¬ 
wards. 

Before I conclude, I must 
say a word. Railways are our 
national property. They are 
the valuable heritage of our 
country and an integral part 
of our economic and social life. 
It is only in the fitness of things 
that this essential public utility, 
which in consonance with our 
democratic system, belongs to 
the people is run on behalf of 
the people and must be pro¬ 
tected and expanded by the 
re-presentatives of the 
people. 


Railway Budget at a Glance 

(Rs crores) 



Actuals 

Budget 

Estimates 

Revised Budget 
Estimates Estimates 


1971-72 

1972-73 

1972-73 

1973-74 

Gross Traffic Receipts 

1096.59 

1143.10 

1174.00 

1264.35 

Ordinary Revenue Working Expenses (Net), i.e., 
after taking credit for recoveries 

795.32 

809.14 

856.68 

918.25 

Appropriation to Depreciation Reserve Fund from 
Revenue 

105.00 

110.00 

110.00 

115.00 

Appropriation to Pension Fund 

12.00 

16.00 

16.00 

16.00 

Net Miscellaneous Expenditure (including cost of 
Works charged to Revenue) 

15.19 

15.73 

15.74 

17.48 

Total 

927.51 

950.87 

998.42 

1066.73 

Net Railway Revenue 

169.08 

192.23 

175.58 

197.62 

Dividend to General Revenues 

151.24 

159.70 

>163.18 

172.61 

Net Surplus (-f )/Shortfall (■-) 

(+>17.84 

(+>32.53 

(+>12.40 (+>25.01 

Operating Ratio (Per cent) 

83.1 

81.8 

83.7 

83.0 
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Revised freight Rites 


(In accordance with the Budget Proposals) 


Class Commodity Remarks 

Exis- Pro- 
ting posed 

30 32.5 Oil Cakes The prices range from Rs 

38.50 to Rs 99.50 per quintal 
while the enhancement in 
the rail freight for an aver¬ 
age load of 745 kms. is only 
23 paise per quintal. The 
increase forms only 0.23% 
to 0.60% of the prices. 

37.5 40 Firewood The nll-India average retail 

price of firewood is Rs 10.05 
per quintal. The enhance¬ 
ment in rail freight comes to 
only 14 paise per quintal for 
. the average lead of 385 kms. 
The increase comes to 1.39% 
of the price. 

37.5 40 Charcoal The retail price of charcoal 

ranges from Rs 11.40 to Rs 
1 22.27 per 40 kgs. The in¬ 

crease in rail freight comes to 
8.8 paise per 40 kgs. for an 
average lead of 700 kms. The 
increase expressed as a per¬ 
centage of the price comes 
to only 0.40% to 0.77%. 

37.5 40 Sugarcane The price of sugarcane ranges 

from Rs 7.37 to Rs 8.63 per 
quintal. The enhancement in 
rail freight for the average 
lead of 46 kms. comes to 4 
paise per quintal. The 
increase works out to 0.45% 
to 0.54% of the price. 

40 42.5 Iron Ore The price of iron ore booked to 

(other than Steel Plants is Rs 60.59 per 

export) tonne. The increase in rail¬ 
way freight for the average 

distance of 165 kms. is Re 

0.80 per tonne. The increase 
comes to 1.32% of the price. 

40 42.5 Gypsum The price of gypsum is Rs 

105.10 per tonne inclusive of 
freight charges. The increase 
in rail freight at an average 


Class Commodity Remarks 

Exis- Pro- 
ting posed 

lead of 1340 kms. comes to 
Rs 3.60 per tonne which 
forms 3.43% of the price in¬ 
clusive of freight element. 

42.5 45 Chemical ma- The prices of ammonium sul- 

nures—Divi- phate, super phosphate and 

sion 'B* calcium ammonium nitrate 

are Rs 494.00, Rs 372.34, and 
Rs 535.00 per tonne respec¬ 
tively. The increase in rail 
freight comes to Rs 2.30 per 
tonne at an average lead of 
725 kms. in the case of 
ammonium sulphate, Rs 2.00 
per tonne at an average lead 
of 608 kms. in respect of 
super phosphate and Rs 2.30 
per tonne at an average lead 
of 744 kms. in the case of 
calcium ammonium nitrate. 
The increases expressed as 
percentages of the prices 
come to 0.47%, 0.54% and 
0.43% respectively. 

45 47.5 Cement The price of cement is Rs 213.28 

per tonne. The enhancement 
in rail freight at an average 
lead of 617 kms. comes to 
Rs 2.00 per tonne. The per¬ 
centage increase in freight 
forms 0.94 % of the price. 

45 47.5 Caustic Soda The price of caustic soda 

ranges from Rs 1251.80 to 
Rs 1357.40 per tonne. The 
enhancement in rail freight 
at an average lead of 965 
kms. works out to Rs 2.80 
per tonne or 0.21 % to 0.22% 
of the price. 

45 47.5 Manganese The prices of first and second 

Ore (other grades of Manganese Ore are 
than export) Rs 197.86 and Rs 110.61 per 

(Contd.) 
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Commodity 


Exis- Pro- 
ting posed 


Pig Iron 


RevisedFreight 

(In accordance witl 


Remarks 


tonne respectively. The inci¬ 
dence of increase in rail 
freight for an average distance 
of 243 kms. works out to Re 
1.0 per tonne, i.e. 0.51% of 
the price in the case of Grade 
I and 0.90% of the price in 
the case of Grade 11 Manga¬ 
nese Ore. 

The prices of basic grade and 
foundry grade No I pig iron 
are Rs 410 and Rs 515 per 
tonne respectively. The in¬ 
crease in rail freight works 
out to Rs 2.80 per tonne at an 
average lead of 932 kms. 
The incidence of increase in 
the prices is of the order of 
0.68 % in the case of basic- 
grade pig iron and 0.54% 
for foundry grade No 1 pig 


Chemical ma- The price of urea is Rs 879 per 
nures—Divi- tonne. The enhancement in 

sion ‘A’ (Urea) rail freight at an average lead 
of 802 kms. is of the order 
of Rs 2.40 per tonne, i.e. 
0.27% ofthe price. 

Castor seeds The price of castor seeds ranges 
from Rs 133 to Rs 154 per 
quintal. The increase in rail 
freight at an average lead 
of 1062 kms. comes to 31 
paise per quintal, i.e. 0.20% 
to 0.23%, of the price. 

Paper The price of paper is about Rs 

2700 per tonne on an aver¬ 
age. The increase in rail 
freight at an avrage distance 
of 1180 kms. comes to Rs 
3.30 per tonne, i.e. 0.12% 
of the price. 

Iron or steel The price of iron bars, rounds 
Division ‘C and squares is Rs 1061 per 
torine. The increase in rail 
freight at an average distance 
of 1050 kms. comes iaJts 


, s,' .. 

UUTBRN economist 


Budget Proposals) 


Class Commodity Remarks 

Exis- Pro- 
ting posed 


3.00 per tonne. The increase 
works out to 0.28% of the 
price. 

Existing and Proposed Rates for Coal/Soft Coke 

(For certain representative distances only) 




(Rate 

per tonne 

in rupees) 

Distance 
in Kms 

Coal/Soft coke 

Hard Coke 


Existing 

Proposed 

Existing 

Proposed 


rates 

rates 

rates 

rates 

1—40 

7.00 

7.25 

7.70 

8.00 

100 

9.20 

9.30 

10.15 

10.45 

200 

12.80 

13.20 

14.10 

14.55 

300 

16.15 

16.65 

17.80 

18.35 

500 

22.55 

23.25 

24.85 

25.60 

750 

30.55 

31.50 

33.65 

34.65 

1000 

37.40 

38.60 

41.20 

42.50 

1500 

49.20 

50.70 

54.20 

55.80 

2000 

59.80 

61.60 

65.80 

67.80 

2500 

69.00 

71.10 

75.90 

78.30 


r - 
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1 

Distance 

% 

AIR CONDITIONED CLASS 


FIRST CLASS 

AIR CONDITIONED CHAIR 
CAR 

Existing 

Proposed 

Existing 

Proposed 

Existing 

Proposed 

Fare 

Basic 

Fare 

Total 

fare 

including 

Tax 

rare 

Basic 

Pare 

Total 

fare 

including 

Tax 


Basic 

Fare 

Total 

fare 

including 

Tax 

a) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(W) 

Kms. 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

5 

16.00 

16.80 

18.00 

1.50 

1.60* 

2.00£ 

5.00 

5.25 

5.50 

10 

16.00 

16.80 

18.00 

2.00 

2.10* 

3.00£ 

5.00 

5.25 

5.50 

15 

16.00 

16.80 

18.00 

2.50 

2.65* 

3.00£ 

5.00 

5.25 

5.50 

20 

18.00 

18.90 

20.00 

4.00 

4.20* 

5.00£ 

6.00 

6.30 

7.00 

25 

18.00 

18.90 

20.00 

4.50 

4.75* 

5.00£ 

6.00 

6.30 

7.00 

40 

18.00 

18.90 

20.00 

6.50 

6.85 

8.00 

6.00 

6.30 

7.00 

50 

18.00 

18.90 

20.00 

7.50 

7.90 

9.00 

6.00 

6.30 

7.00 

60 

19.00 

19.95 

21.00 

9.50 

10.00 

11.00 

7.25 

7.60 

8.00 

80 

24.00 

25.20 

27.00 

12.00 

12.60 

14.00 

9.25 

91.70 

10.50 

100 

28.00 

29.40 

31.00 

14.00 

14.70 

16.00 

10.75 

11.30 

12.00 

200 

49.00 

51.45 

54.00 

24.50 

25.75 

27.00 

17.50 

18.40 

19.50 

300 

72.00 

75.60 

80.00 

35.50 

37.30 

40.00 

25.00 

26.25 

27.50 

400 

92.00 

96.60 

102.00 

45.00 

47.25 

50.00 

31.50 

33.10 

35.00 

500 

112.00 

117.60 

124.00 

54.50 

57.25 

60.00 

38.00 

39.90 

42.00 

600 

135.00 

141.75 

149.00 

65.50 

68.80 

73.00 

45.00 

47.25 

49.50 

800 

168.00 

176.40 

185.00 

81.00 

85.05 

90.00 

54.00 

56.70 

59.50 

1000 

201.00 

211.05 

222.00 

96.00 

100.80 

106.00 

63.00 

66.15 

69.50 

1200 

238.00 

249.90 

262.00 

113.50 

119.20 

125.00 

72.00 

75.60 

79.50 

1400 

271.00 

284.55 

299.00 

128.50 

134.95 

142.00 

81.00 

85.05 

89.50 

1600 

305.00 

330.25 

336.00 

144.50 

151.75 

159.00 

90.00 

94.50 

99.00 

2000 

365.00 

383.25 

402.00 

168.50 

176.95 

186.00 

104.50 

109.75 

115.00 

2400 

425.00 

446.25 

468.00 

192.50 

202.15 

212.00 

119.00 

124.95 

131.00 

2800 

485.00 

509.25 

534.00 

216.50 

227.35 

239.30 

133.50 

140.20 

147.00 

3200 

545.00 

572.25 

600.00 

240.50 

252.55 

265.00 

148.00 

155.40 

163.00 

3600 

605.00 

635.25 

666.00 

264.50 

277.75 

291.00 

162.00 

170.10 

178.50 

4000 

665.00 

698.25 

732.00 

288.50 

302.95 

318.00 

176.50 

185.35 

194.50 


♦For travel in Mail/Express trains in First Class, the minimum charge of rupees six plus tax of Re. 0.30 (Total Rs 6.30) 
apply per passenger. 

£For travel in Mail /Express trains in First class, the minimum charge of Rupees Seven will apply per passenger. (Contrl.) 
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Proposed Passenger Feres—( Contd.) 


SECOND CLASS SECOND CLASS THIRD CLASS THIRD CLASS 

MAIL OR EXPRESS ORDINARY MAIL OR EXPRESS ORDINARY 

Distance ---- 



Existing 

Pro¬ 

posed 

Existing 

Pro 

Existing 

Pro- 

Existing 

Pro- 


Basic 

Fare 

Total 

fare 

includ¬ 

ing 

Tax 

Fare 

Basic 

Fare 

Total 

fare 

includ¬ 

ing 

Tax 

Fare 

Basic 

Fare 

Total 

fare 

includ¬ 

ing 

Tax 

posed 

Fare 

Basic 

Fare 

Total 

fare 

includ¬ 

ing 

Tax 

posed 

Fare 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10)” 

(id 

(12) 

(13) ■ 

Kms. 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

5 

3.50 

3.70 

4.00 

0.50 

0.50 

1.00 

0.20 

0.20 

0.20 

0.20 

0.20 

0.20 

10 

3.50 

3.70 

4.00 

1.00 

1.05 

i .50 

0.40 

0.40 

0.40 

0.30 

0.30 

0.30 

15 

3.50 

3.70 

4.00 

1.00 

1.05 

1.50 

0.55 

0.55 

0.55 

0.40 

0.40 

0.40 

20 

4.50 

4.75 

5.00 

2.25 

2.35 

2.50 

0.80 

0.80 

0.90 

0.55 

0.55 

0.60 

25 

4.50 

4.75 

5.00 

2.25 

2.35 

2.50 

1.00 

1.05 

1.10 

0.70 

0.70 

0.75 

40 

4.50 

4.75 

5.00 

3.25 

3.40 

4.00 

1.50 

1.60 

1.70 

1.05 

1.10 

1.15 

50 

4.50 

4.75 

5.00 

3.75 

3.95 

4.50 

1.85 

1.95 

2.05 

1.20 

1.25 

1.30 

60 

6.00 

6.30 

7.00 

5.00 

5.25 

5.50 

2.25 

2.35 

2.55 

1.70 

1.80 

1.90 

80 

7.50 

7.90 

8.50 

6.00 

6.30 

7.00 

2.90 

3.05 

3.20 

2.25 

2.35 

2.45 

100 

8.50 

8.95 

9.50 

7.00 

7.35 

8.00 

3.50 

3.70 

3.80 

2.65 

2.80 

2.85 

200 

14.75 

15.50 

16.50 

12.00 

12.60 

13.50 

6.75 

7.10 

7.25 

5.25 

5.50 

5.65 

300 

21.00 

22.05 

23.50 

17.75 

18.65 

20.00 

10.10 

10.60 

10.80 

7.75 

8.15 

8.35 

400 

26.50 

27.85 

29.50 

22.25 

22.35 

24.50 

13.15 

13.80 

14.05 

10.10 

10.60 

10.80 

500 

32.00 

33.60 

35.50 

27.25 

28.60 

30.00 

16.35 

17.15 

17.45 

12.50 

13.15 

13.30 

600 

38.25 

40.15 

42.50 

32.50 

34.15 

36.00 

19.15 

20.10 

20.45 

14.50 

15.25 

15.40 

800 

47.25 

49.60 

52.00 

40.00 

42.00 

44.00 

24.40 

25.60 

26.10 

18.60 

19.55 

19.70 

1000 

56.25 

59.05 

62.00 

47.00 

49.35 

52.00 

28.55 

30.00 

30.65 

22.00 

23.10 

23.30 

1200 

65.00 

68.25 

71.50 

55.25 

58.00 

61.00 

33.00 

34.65 

35.50 

25.40 

26.65 

26.90 

1400 

74.00 

77.70 

81,50 

62.25 

65.35 

68.50 

37.15 

39.00 

39.85 

28.80 

30.25 

30.30 

1600 

83.00 

87.15 

91.50 

69.50 

73.00 

76.50 

41.05 

43.10 

43.95 

32.20 

33.80 

33.70 

2000 

97.50 

102.40 

107.50 

82.50 

86.65 

91.00 

48.45 

50.85 

51.75 

38.95 

40.90 

40.45 

2400 

112 CO 

117.60 

123.50 

95.50 

100.30 

105.50 

55.85 

58.65 

59.35 

45.75 

48.05 

47.25 

2800 

126.50 

132.85 

139.50 

108.00 

113.40 

119.00 

63.25 

66.40 

66.75 

52.55 

55.20 

54.05 

3200 

141.00 

148.05 

155.50 

121.00 

127.05 

133.50 

70.65 

74.20 

74.15 

59.35 

62.30 

60.85 

3600 

155.00 

162.75 

170.50 

133.50 

140.20 

147.00 

78.05 

81.95 

81.55 

66.15 

69.45 

67.65 

4000 

169.50 

178.00 

186.50 

146.50 

153.85 

161.50 

85.45 

89.70 

88.95 

72.95 

76.60 

74.45 


EASTERN ECONOMIST 


374 


FEBRUARY 23, 1973 







In the case of a government so grossly 
bossed over by the prime minuter, it is 
not easy to suggest how much personal 
responsibility, if any, .the finance minister 
may have for the policies or proposals of 
the latest central budget. Nevertheless, we may perhaps give the benefit of the doubt 
to Mr Y.B. Chavan and assume for our present purpose that he has perhaps been 
able to exercise his influence in favour of a certain degree of responsibility and res¬ 
traint in the framing of the fiscal measures. 


Half a cheer 
for Chavan 


Faced with an overall deficit of Rs 355 crures for the budget year, the finance 
minister, prisoner as he is of the government’s spending programmes, has attempted 
to make the best of a bad bargain by covering much the greater part of the gap by 
new taxation. Few would contend that this, ideally, was all that he could have done 
to cope with the dangerous inflationary pressures operating in the economy. If the 
government had sufficient political courage or enough economic wisdom, it would 
have tried to deal with inflation in a positive way by bringing down the level of 
public spending in the budget year. The public however is only too well aware that 
New Delhi has conditioned itself politically against taking such initiatives in sound 
economic management. In the circumstances the finance minister deserves at least 
qualified praise for proposing to restrict government’s reliance on further deficit 
financing. 

In his choice of specific tax measures, again, the finance minister is entitled to some 
understanding and sympathy. He seems to have realised at last that, political slogans 
notwithstanding, the scope for exploiting personal income-tax or corporate taxation 
for revenue purposes has become negligible. It may be that the budget has refrained 
from adventurist essays in this area only because the government, politically shaken 
by the fiasco in Andhra as well as by widespread public resentment over rising prices 
and growing unemployment, may have decided that prudence would be the better 
part of valour. Nevertheless, it is again just possible to give the benefit of the doubt 
to the finance minister and assume that he has not been particularly keen on further 
fouling the climate for saving, investment or production. 

Mr Chavan’s decision to limit his main taxation effort to indirect taxation is a 
corollary partly to his realistic appreciation of the situation with regard to direct 
laxes and partiy to the need for the central government fulfilling its commitment to 
state governments in respect of central excise duties. Most of his central excise duty 
proposals are not open to serious objection. It is however possible for genuine 
apprehensions to be entertained by the business community over the possible conse¬ 
quences for industrial expansion of his across-thc-board increases in import duties. 
Indeed it can be said that, having spared the corporate sector an increase in direct 
taxation, he has still attempted to get at it through additional indirect taxation, in 
the last analysis, an increase in import duties on essential machinery, spare parts or 
raw materials is but an indirect way of taxing both industrial investment and 
production. Nevertheless, it would still be true that the finance minister could have 
done worse. In this sense he deserves half a cheer. 


Half a cheer, hut nothing more. The small mercies of this budget cannot 
compensate for the fact that the people of this country continue to be ill-served by 
the mistaken or mischievous economic policies of the politicians in power. The 
revised estimates for the financial year are themselves an indictment of the profligate 
manner in which the government is dissipating the scarce resources of the commu¬ 
nity. While, thanks to inflation, the money receipts of the government have been 
rising ahead of the budget estimates, they are still not rising fast enough to compen¬ 
sate substantially for the growth of inflationary public expenditure which is increasing 
even faster. Mr Chavan himself has underlined the provisional nature of the yawning 
budgetary gap of Rs 85 crores by making it clear that the financial burden of the 
forthcoming central pay commission’s report has not been taken into account. 

As the fourth Plan crawls towards its ignoble end, the government is seeking to 
cover up its failure by trying to oversell the fifth Plan. This is a psychological as 
welt as a political blunder. If anything is at all clear in the confused political and 
economic situation in the country, it is that the public has lost faith in planning as it 
is practised in Yojana Bhavan. In every area of basic development the government has 
been consistently failing to discharge its responsibilities. In this context, the merits, 
or the lack of them, of a particular central budget cannot count for very much. 
What the people must have, but have once again been denied, is an assurance or an 
indication from the government that its politics will become clean and production- 
oriented and its administration responsive and fast-moving. 
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Signals of 

distress 

Thb Economic Survey for 1972-73 released 
recently by the central Ministry of Finance 
brings out clearly that the economy of 
this country is under great stress partly 
because of the vagaries of weather and 
partly due to the unwholesome policies 
pursued by the government Four good 
agricultural years—from 1967-68 to 1970- 
71 —had created the impression in this 
country that the foodgrains problem had 
been fully solved and that the country 
could devote more attention to other 
sectors .of the economy. However, the 
failure of the rains last year brought 
distress to many districts covering nearly 
40 per cent of the population which dip¬ 
ped the output of the primary sector and 
consequently reduced the rate of growth 
in the economy to less than two per cent 
in 1972-73. Earlier, 1971-72 had also put 
up a dismal performance with less than 
two per cent rise in national income. 
Reduced output coupled with sharp 
increase in money supply caused a spurt 
in prices which now threatens to disrupt 
the productive machinery because of 
strained industrial relations. It is now 
certain that the course of the economy in 
1973-74 will be dictated largely by the 
behaviour of the monsoons; that is why 
the Survey is hesitant to indicate its 
probable trend. 

The fall in the production of foodgrains 
from 108.4 million tonnes in 1970-71 to 
104.7 million tonnes in 1971-72 and less 
than 100.0 million tonnes in 1972-73 
required strengthening of both the pro¬ 
curement and distribution machinery. Ln 
July last year, the country had stocks of 
foodgrains which were as high as 9.5 million 
tonnes and they were rushed to the deficit 
zones at the rate of more than a million 
tonnes a month. There was, however, 
significant failure in procurement of grains 
in 1972. The highest level in the procure¬ 
ment of grains was recorded in 1971 at 
8.86 million tonnes. Last year, instead 
of increasing it further to more than 10 
million tonnes, it fell to 7.70 million 
tonnes. Simultaneously, the pace of 
distribution of foodgrains had to be 
quickened with the result that the stocks 
started depleting fast. Arrangements 
had therefore to be made for the import 
of additional foodgrains in order to cover 
the gap between demand and availability. 
Instead of concentrating all its attention 
on increasing production, the govern¬ 
ment is currently busy making arrange¬ 
ments for the complete take-over of 
trading in foodgrains. Well-known for 
their incompetence in trading matters, 
title states as well as the centre are likely 


to aggravate the foodgrains crisis unless 
the rain god is unusually kind to this 
country this year. 

Pulses, which constitute the main source 
of supply of proteins to a large section of 
our society, have a very sorry record. 
Their production has refused to rise for 
more than a decade. The highest output 
of pulses was registered in 1960-61 at 
12.75 million tonnes and this level has 
not been reached in any of the dozen 
years since. No new varieties of pulses 
have been found and therefore there is 
no immediate prospect of any sizeable 
increase in output. Pulses arc mostly 
rain-fed crops and if and when in the 
next few years they stage a recovery, it 
would be entirely due to improved rain¬ 
fall. Hesitatingly, the survey has forecast 
that ‘‘Still, after a fall in two successive 
years, the output may register a recovery 
in 1973-74”. 

The commercial crops have shown a 
favourable trend with cotton as a leader. 
The new varieties of cotton resulted in an 
all-time peak in production at 6.53 million 
bales in 1971-72 and there is every possi¬ 
bility of its attaining the same level in 
1973-74. There is also a possibility of an 
increase in sugarcane production but not 
in the case of oilseeds which have a poor 
record for both 1971-72 and 1972-73. All 
in all, the commercial crops as a whole 
may put up an improved performance 
next year. 

Despite shortage in power and non¬ 
availability of raw materials including 
steel, the organised sector of industry has 
improved its performance to a small 
extent. The rise in industrial production 
in 1972 is expected to be about seven 
per :ent as against 2.9 per cent in 1971 
and 3.1 per cent in 1970. Significant 
improvement in industrial relations, 
especially in West Bengal, has contribut¬ 
ed not a little to the increase in industrial 
output. Easy availability of cotton gave 
a push to the textilies industry. Chemi¬ 
cals and basic metals staged a recovery in 
1972 over 1971. Also, the liberalised 
industrial policy of the government which 
approved additional manufacturing capa¬ 
city up to 100 per cent in the case of 65 
industries resulted in giving a boost to 
production. What is encouraging is that 
the level of industrial production in the 
current year can be raised further by in¬ 
tensive utilisation of existing capacity. The 
major limiting factor remains the behavi¬ 
our of the agricultural sector which may 
reduce the demand for some industrial 
products due to reduced purchasing 
power. 

Fall in agricultural production and a 
modest increase in industrial ohtput in 


1972-73 was accompanied by a sharp 
rise in money ^ supply. The increase in 
money supply in <1972-73 has been! esti¬ 
mated at 12.3 per cent as against 12.9 
per cent in 1971-72 and i 1.1 per cent in 
1970-71. As stated earlier, the total 
supply of goods and services declined 
in 1971-72 and 1972-73. It is the imba¬ 
lance between demand and supply in 
the economy which aggravated the price 
situation. The index of wholesale prices 
in December 1972 rose by 13.7 per cent 
in relation to December 1971—the highest 
for the past many years. The index of 
food articles with the highest weightage 
(at 41.30 per cent) rose by as mcuh as 19.5 
per cent as against 11 4 per cent in 1972 
and 1 8 per cent in 1971. The prices of 
intermediate products rose by 10.9 per 
cent while those of manufactures by 5.9 
per cent. 

All efforts of the government to keep 
the price line under control have been 
fruitless. The open market sales of 
wheat by the Food Corporation of 
India in the first half of 1972 hardly 
made any effect on the increase in food- 
grains prices. Later the free sales had 
to be discontinued due to distress calls 
for supplies of foodgrains from the 
drought-hit areas. And now the govern¬ 
ment seems to believe that the take-over 
of wholesale trade in foodgrains would 
assist in checking the rise in prices. 
Here the Survey has struck a note of 
warning. “If the take-over of wholesale 
trade is not to lead to increase in subsi¬ 
dies from the public exchequer, costs of 
procurement and distribution of food- 
grains by the public sector agencies will 
have to be kept firmly under control”. 

Discussing the role of expanding 
money supply in pushing up prices. 
Margin —quarterly journal of the Na¬ 
tional Council of Applied Economic 
Research—has advocated, in a recent 
issue, a restraint on money supply. 
States Margin : “Just as governmental 
action has caused an undue increase in 
money supply, only governmental action 
can put a stop to any further increase 
not warranted by the needs of the 
economy”. But this is hardly possible 
for a government which has launched a 
number of projects on various fronts 
under its developmental programme. 
The stoppage of projects which have 
been started is not a practicable pro¬ 
position and hence the supply of money 
cannot be reduced at will. The equation 
between goods and money will have to 
be kept in balance by raising the supply 
of goods and not by reducing the flow of 
funds for projects which are being 
implemented. 

What is being done by the government 
and its agencies for raising production? 
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Here Margin is rightly sceptical. It 
states: “Of statements of intentions and 
desires, there is no dearth. But policies 
meant to realise them are generally hazy, 
and even where they are clear the chances 
of quick and orderly implementation are 
very uncertain.” Knowing that the 
country faces hard days ahead, the Survey 
has however sought to be rhetorical. It 
says. “In the final analysis we have to 
raise ourselves by our own bootstraps. 

Business 
confidence in 
W. Bengal 

In his presidential speech at the annual 
general meeting of the Bengal Cham¬ 
ber of Commerce and Industry on 
February 16. Mr A.N. Haksar expressed 
satisfaction at the rapid improvement 
that has taken place in the political and 
economic situation in West Bengal. “I 
do believe”, he said, “that here in West 
Bengal at least, a number of prerequisites 
for real sustained economic advancement 
have been realised, and lam confident 
that we will be able to build on these 
in the coming year and thereafter.” He 
made a number of specific suggestions to 
impart dynamism to West Bengal’s 
economic expansion. One of them was 
that there should be “a strong West 
Bengal representation at Delhi” which will 
ensure that applications from entre¬ 
preneurs in this state are quickly pro¬ 
cessed, and channel potential new indus¬ 
trial investment to West Bengal from 
other parts of the country. But Mr 
Haksar did not elaborate the kind of 
“representation” that he wants in Delhi 
for this purpose. 

In the last few years the government 
of India has made many attempts to 
streamline the procedures for industrial 
licensing but chronic delays continue to 
take place, causing considerable frustra¬ 
tion to entrepreneurs. When industrial 
policy continues to be vague in many 
important respects and major decisions 
are influenced by ideology, it seems too 
much to expect New Delhi to act with 
speed in processing applications for 
licences. The diversion of new invest¬ 
ment from other parts of the country to 
West Bengal would depend mainly on the 
extent to which entrepreneurs in this 
state feel a sense of confidence. The 
spate of take-overs especially of Indian 
Copper, Indian Iron and Steel, coking 
and non-coking coal mines seems to have 
shaken business confidence in the eastern 


However, to suggest that the task is 
insurmountable will be to underrate the 
nation’s ability and will-power to work 
for its own prosperity”. No one in this 
country has under-estimated the deter¬ 
mination of the people to face cheerfully 
the difficult days ancad. What is not 
certain is if the government will be able 
to give a correct lead in overcoming the 
hardships which loom large on the 
horizon. 


region and particularly in West Bengal 
and there is an increasing realisation 
among investors that unless New Delhi 
spells out clearly its policy towards 
nationalisation it will be difficult to hasten 
the state’s economic revival. 

Mr Haksar’s speech however did not 
give any indication of the anxiety that 
is felt by businessmen in West Bengal 
arising from the confusion and uncer¬ 
tainty in official policies. He commented 
on the take-over of the non-coking coal 
mines as follows: “The step recently 
taken to nationalise the non-coking coal 
mines, and thereby complete nationalisa¬ 
tion of the coal industry as a whole, 
must be viewed in the perspective of the 
declared national policy, and I do not 
propose to enter here into a discussion 
of the central government’s decision. 
We cannot quarrel with the stated 
objectives of the public interest, but of 
course it is by that standard, namely the 
extent to which the public interest is in 
practice found to be served, that the 
government’s action will ultimately be 
judged.” Mr Haksar also stressed the 
need for paying fair compensation to the 
mine-owners. 

Since the Bengal Chamber represented 
a substantial section of the coal industry, 
one would have expected its president 
to tell the public about its real reaction 
to the government’s decision to take over 
the non-coking coal mines and particu¬ 
larly the manner of doing it. The govern¬ 
ment had attempted to justify its deci¬ 
sion on the ground that the coal industry 
did not have adequate funds for invest¬ 
ment, that the colliery owners have 
not fulfilled their statutory obliga¬ 
tions in regard to provident fund and 
royalty, and that the trade unions had 
also been strongly pressing for nationali¬ 
sation. Mr Haksar remained silent on 
all these issues presumably because he 
did not want to provoke Mr Siddhartha 
' Shankar Ray, the chief minister and the 
guest at the chamber’s annual meeting, 
who had also played an important role 
in persuading the centre to take over 
the entire coal industry. But by doing 
so, Mr Haksar seems to have created 
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the impression that New Delhi did have 
a strong case for its action! 

The President of the Bengal Chamber 
suggested that it would be desirable to 
have “a complete and thorough study 
made of the facilities, incentives and 
advantages offered by different states to 
entrepreneurs in order that those offered 
by West Bengal are in no way inferior, 
but, indeed, are even of a better order 
so that any hesitation to invest in West 
Bengal could be overcome”. But why 
does Mr Haksar want the West Bengal 
government to take up such a study? 
Why can’t the Bengal Chamber itself 
undertake it and tell the state govern¬ 
ment in what respects its scheme of 
incentives requires modifications to make 
it more attractive? In fact, the Bengal 
Chamber should have on its own initia¬ 
tive taken up such a study long ago. 

But incentives of the usual type such 
as refund of sales tax and supply of 
power at concessional rates will not by 
themselves help West Bengal to attract 
investment on a big scale unless the so- 
called larger houses are allowed some 
reasonable freedom to function effectively. 
Mr Haksar pointed out that of the 20 larger 
houses listed by the Dutt Committee, 
12 arc in eastern India: of the 53 large 
houses connected with these 12, 18 are in 
eastern India; and of the 58 large inde¬ 
pendent companies 29 are in this region. 
“This”, Mr Haksar said, “is a measure 
of the stimulus that could be given to 
West Bengal's economy by a lesser 
preoccupation with size per se and the 
quantity of production.” But neither 
New Delhi nor Mr Siddhartha Shankar 
Ray seems to be prepared to shed his 
ideological inhibitions in this regard lest 
their political opponents accuse them 
of surrendering to Big Business. 

Mr Haksar rightly emphasized the 
importance of the jute industry to West 
Bengal and to the country’s economy. 
But his suggestion that the government 
of West Bengal should set up a special 
development cell within the State Plann¬ 
ing Board “to specifically charter the 
future for the jute industry” does not 
seem to be sound. What this cell could 
do can certainly be done by the office of 
the Jute Commissioner as well as by the 
union Ministry of Commerce. Now that 
the Commerce portfolio is handled by 
a minister from West Bengal, the jute 
industry's problems can be expected to 
receive more sympathetic consideration 
from New Delhi provided Dr D.P. 
Chatlopadhyaya is able to secure prom¬ 
ptly and adequately the co-operation 
from the other economic ministries, espe¬ 
cially that of Finance. 

Mr Haksar also requested West Bengal's 
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chief minister to use his good offices to 
set up a central development council for 
the jute industry so that it receives “the 
deepest of examination and consideration 
in the context of the world trend of the 
jute industry as a whole”. He said that 
the purpose of the development council 
would be “to review on a broad range 
what steps should be taken to raise 
agricultural productivity and to improve 
competitiveness in the world markets 
including research and development and 
promotional marketing”. Blit the Deve¬ 
lopment Council for Jute has been 
already functioning for the past several 
years, which has been tackling the pro¬ 
blems relating to various aspects of the 
production of raw jute. Does Mr Haksar 
want another development council for 
jute? 

Regarding the tea industry Mr Haksar 
said that its growth rate in production 
should be increased to more than 3 per 
cent from the present rate of around 2 
per cent in order to enable the country 
to have enough for the home market and 
for exports. In order to achieve this 
target, finance on “a very large scale” is 
necessary, which the government should 
arrange through loans, grants and in 
other ways. But the tea industry also has 
to be sincerely and clearly assured that 
the government has no intention to take 
it over. The proposal to take over some 


sick tea gardens seems to have created 
fear among the planters that the govern¬ 
ment may shortly bring the healthy 
gardens also under its management on 
the plea that it is necessary to secure the 
integrated development of the industry. 
Unless these fears are dispelled, the tea 
companies may hesitate to avail them¬ 
selves of the money that is provided 
under the various schemes for replanta¬ 
tion and other purposes. 

Mr Haksar did not refer to the need 
to clarify the government's policy towards 
the tea industry. He suggested the 
formation of a development council for 
the tea industry also. But such a council 
seems quite unnecessary at present. If the 
Tea Board is suitably reorganised and if 
more money including foreign exchange is 
made available, it should be able to serve 
the industry far more efficiently than 
hitherto. 

West Bengal today has, in the words 
of Mr Haksar, “a stable, responsible and 
honest administration”. It is now nearly 
a year since the present ministry assumed 
office. Although the ministry has done 
much to improve the economic situation, 
there is clearly an imperative need for 
more effective and imaginative measures 
to give a strong stimulus to industrial 
expansion which is so essential to tackle 
the huge human problem of unemploy¬ 
ment. 


Professional 

management 

It is a matter of opinion whether 
neurly nine years or so is or is not a 
long enough span to invoke introspec¬ 
tion for identifying the direction in 
which an institution is going. But from 
the theme for discussion and the pro¬ 
ceedings of the All India NIT1E (Natio¬ 
nal Institute for Training in Industrial 
Engineering) Alumni conference held in 
Bombay, it is obvious that the time 
chosen by the NINE management is 
just ripe for such introspection. While 
all the participants agreed that NITIE 
has made rapid progress and also diver¬ 
sified its activities considerably, many 
of them, in particular Dr S.M. Patil. 
Chairman NIUE Board of Governors, 
and Mr Naval H. Tata, who inaugurat¬ 
ed the conference, felt there remained a 
lot more to be done. And when admit¬ 
tedly so much remains to be done, it is 
a pity that Dr Patil is laying down 
office as chairman and the continuation 
of Prof. Ramaswamy as director is 
somewhat uncertain (he is reported to 
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have been offered a similar position in 
a new Institute of Management to be 
started in Bangalore). 

There is no gainsaying the fact that, 
since its inception in 1963, NITIE has 
progressed in all directions. Though it 
began as an exclusively training insti¬ 
tute. it did not take long to extend its 
scope of activities to include consultancy 
and applied research so necessary to 
make training in industrial engineering 
meaningful. Whatever little interest there 
is in the public sector undertakings 
today in the application of the latest 
management concepts and techniques, it 
is no exaggeration to say, is not a lit¬ 
tle due to the splendid work of NITIE 
and its alumni. The first batch of stu¬ 
dents of its two-year post-graduate 
course which was started only in 1970 
will soon lake up responsible positions 
in public and private sector undertak¬ 
ings, but one cannot help observing 
here that the intake of participants by 
NITIE is woefully inadequate. It could 
not be otherwise with admissions to the 
course restricted to but a meagre 25 a 
year. As Prof. Ramaswamy himself 
said at the conference, this number 
should be raised to at least 100 if quali¬ 


fied professional managers arc to be 
available to iban all the undertakings 
in our growingly formidable public sec¬ 
tor. At present, it is said, 70 per cent 
of NITIE participants come from the 
public sector, but as Dr Patil noted, the 
government, which is the biggest owner 
of industry today, has begun to realise 
the need for professionalised manage¬ 
ment. as witness the government’s deci¬ 
sion to replace bureaucrats by profes¬ 
sional managers. Even labour, he said, 
is sold to the idea of professional 
management. Accordingly Dr Patil, who 
is himself a professional manager (he 
has risen from an ordinary turner in 
Cooper Engineering years ago to the 
position of Chairman. Hindustan Ma¬ 
chine Tools today) averred that here was 
both an opportunity and a challenge to 
professional managers. He called upon 
all professional managers—present and 
prospective--to be doubly careful in 
how they went about their job. “Having 
decried bureaucrats and inviting our¬ 
selves to lake over management”, he 
said, “our job is going to be a challenge. 
It is not going to be rosy. People today, 
particularly labour, are more conscious 
of rights, not obligations to the nation. 
There is also exploitation of labour by 
politicians and industrial relations have 
greatly deteriorated. If professional 
management fails, the confidence of the 
public in professional managers will be 
lost, even as it has happened in respect 
of bureaucrats. And so the problem is 
really difficult." 

fn view of the onerous responsibility 
professional managers arc thus called 
upon to shoulder, Dr Patil offered them 
the following tips which bear reproduc¬ 
tion here: 

1) Be true to your profession. 

2) Be true to your conscience. 

3) Stand up for the right cause. 

40 Sec things in their correct perspec¬ 
tive. 

Dr Patil had some good counsel to 
offer to labour also. A believer in the 
thesis that the effective solution to the 
unemployment problem in our country 
lies in industry of all types, small, medi¬ 
um, large-scale, labour-intensive, mass- 
producing types, etc. both in the public 
and the private sectors, he made an im¬ 
passioned plea for more productivity. 
“This is the only way of increasing wag¬ 
es”, he said, and deplored that the shar¬ 
ing of the gains of productivity was be¬ 
ing placed even before these gains could 
be stabilised. 

Mr Tata also referred to the need for 
greater productivity. While pointing out 

march 2, 1973 


382 



that it is through industrial engineering 
alone that we can control the pulse of 
oUr industrial production, he remarked 
rather sadly: "This one word—produc¬ 
tivity—has unfortunately caused tremen¬ 
dous mischief and misunderstanding in 
industrial relations between manage¬ 
ment and labour* 9 . Conceding that it 
was inextricably connected with the 
performance of both labour and ma¬ 
nagement, he pointed to the difficulties 
in actual practice of taking the workers 
into confidence, especially where a pro¬ 
perly enacted bargaining agent is not 
possible through absence of a fool-proof 
system of selecting one. “As it has hap¬ 
pened”, he said, “in large areas of indus¬ 
try, fires of inter-union rivalry are fann¬ 
ed through such lacuna in labour laws. 
In such cases, the progress of “scientific 
management” is the first casualty. Yet 
industry is often blamed unjustifiably 
for lack of initiative on the part of 
management for not keeping in pace 
with the modern trends. Resistance to 
automation from labour which can eli¬ 
minate drudgery and unhealthy working 
conditions is another frustrating fac¬ 
tor”. 

Resistance to new ideas^ and metho¬ 
dology of professional management is 
not confined to labour. As Mr 'fata not¬ 
ed, one has to face resistance from se¬ 
nior management men as well. 1 hese 
feel that they have been doing their jobs 
well enough and regard the introduction 
of any new ideas and methodology as 
a threat to their prestige. Accordingly, 
he stressed the need to invoke the sup¬ 
port of lop management by convincing 
them of the economic necessity or re¬ 
ducing manufacturing costs, the advan¬ 
tages of systematic methods of study, 
the fairness and advantages to the work¬ 
ers and the prospects of incentive schem¬ 
es, etc. 

But the’ toughest resistance, accord¬ 
ing to Mr Tata, comes from the nation¬ 
al economy of our country with its 
massive underemployment and unem¬ 
ployment. For, in such a context, as he 
said, “all efforts at rationalisation of 
labour and introduction of automation, 
which are inevitable end-products of 
scientific management, have an element 
of dehumanising trend. When job crea¬ 
tion is a cardinal problem, no matter 
how attractive are the benefits of scien¬ 
tific management, there will always be 
persistent resistance from the planners 
of the economy of the country”. 

Mr Tata could not omit yet another 
factor of resistance, namely the nation’s 
political outlook, which is bound to cast 
its" shadow on managerial efficiency. Tt 
is needless to labour the point that, “in 
a socialistic state where the emphasis is 
on the small man and there is an obvious 


bias against large houses, managerial 
efficiency is at a discount”. 

From what both Prof. Ramaswamy 
and Mr Tata said at the conference, the 
work that has been done at NIXIE has 
been achieved so far only through con¬ 
sultation with a selection of the NIT1F 
alumni (more of these may be expected 
to take interest as a result of this con¬ 
ference) and only a few organisations 
interested in industrial development. 
Surely this is not doing justice to NIT1E. 
Mr lata himself said it put him to 
shame to learn that, while as much as 
70 per cent of the participants were 
drawn from the public sector, the pri¬ 
vate sector had not availed itself of 
NITlE’s training facilities. But, at the 
same time, he said he could not hold 
them guilty because there was an under¬ 
standable resistance which should 
be viewed sympathetically. It is 
not that they minimise the worth 
and value of the training imparted 
in NITJE through specialisation in 
industrial engineering. Only the sub¬ 
ject is one in which this country 
has taken a rather belated interest. 
Among others, the late entry of develop¬ 
ing countries like India into the field of 
industrialisation, the fight for survival 
against the vested interest of a colonial 
government and the painfully slow pro¬ 
cess of transition from a somewhat feu¬ 
dal and family-owned system of manag¬ 
ing agency to the present one of profes¬ 
sional management, apart from our edu¬ 
cational system, he pointed out, were 
responsible for this Jack of sufficient 
interest in a subject which is a refine¬ 
ment in the science of managing indus¬ 
try in developed countries. He, however, 
held out a bright prospect for industrial 
engineering when he said “a day may 
soon come when the demand for such 
qualification outpaces the source of sup¬ 
ply”, which must have gladdened the 
members of the NIUE which, inciden¬ 
tally, has a special adviser of studies 
from the 1LO. 


Mr Tala’s deep faith in industrial 
engineering is understandable. For, “in 
a fast-changing world where our ulti¬ 
mate survival depends upon balancing 
our needs for import of capital goods by 
voluminus exports in a highly com¬ 
petitive international market”, as he put 
it. “managerial efficiency plays a vital 
role. And unless we gave full play to 
efficiency in management, we would not 
be able to hold our own in international 
parity of prices which results from op¬ 
timum industrial efficiency. In this con¬ 
text, the need for specialisation in indus¬ 
trial engineering cannot be overempha¬ 
sised. Since the secret of a nation’s suc¬ 
cess in its economic growth and deve¬ 
lopment depends very largely on maxi¬ 
mum production at minimum cost 
(economic extraction of efficiency) 
there is no science which can come to 
the rescue to a nation’s economic aspi¬ 
rations more than industrial engineer¬ 
ing.” 

Apropos the institution of a two-year 
post-graduate course in industrial engi¬ 
neering Mr Tata said this was necessary, 
as such specialised training.must not be 
perfunctory. He was particularly im¬ 
pressed that the research slant was on 
such useful subjects as application of 
management technique, wage-producti¬ 
vity correlation, computerisai ionjp^tnd 
consultancy services. Considering, llfat 
NIUE has also plans for new areas like 
urban s>steins, housing, transportation 
and hospital administration (a sadly 
neglected field as several eminent medi¬ 
cal men have been deploring of late), 
as well as for establishing collaboration 
with foreign universities and govern¬ 
ments in training and research with a 
view to developing doctoral programmes, 
one must agree with Dr Patil that thtfre 
is a lot more to be done yet at N1T1E. 
The discussions at the business sessions 
during the three days of the conference 
must undoubtedly have been such as to 
help chart out the guidelines in this 
behalf. 


Eastern Economist Budget Number 

The next issue of Eastern Economist , dated March 9, will be a 
special number devoted to a discussion of the central budget. As 
in previous years, this Budget Number will present an analysis of the 
budget proposals end a study of the budget documents in the larger 
economic context as well as in specific details. This issue will 
include relevant budget literature and statistics. Priced at Rs. 5 
per copy (postage extra) this issue will be on sale with leading 
booksellers and with the office of the Eastern Economist Limited, 
Uco Bank Building, Parliament Street, New Delhi-1. It will 
however be available to regular subscribers without extra 
payment. 
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HUNTS OF VIEW 

Time is running out v.B. to ,„ b „ n ,„,.„ 


Tin. Fconomic Survey speaks of the 
government's need to take ‘‘hard deci¬ 
sions" even though they may hurt 
‘■vested interests". In New Delhi's lexicon 
the term ‘vested interests’ has come to 
acquire a meaning which is rather limited 
and certainly out of date. Public opinion 
itself has learnt to view' ‘vested interests' 
in a light somewhat different from that 
in which the ruling party chooses to see 
it. In this more authentic context, 
‘vested interests’ are essentially those 
which the politicians in power have built 
around certain economic or socio-eco¬ 
nomic policies to which they have 
committed themselves. These ‘vested 
interests* are certainly coming in the 
way of the people's economic progress 
to an increasing extent and have been 
mainly responsible for the nation's 
economic difficulties and disappointments 
to which the Survey has drawn attention. 
If the economic prospects of the coun¬ 
try are to improve, hard decisions 
will certainly have to be taken with a 
view to liquidating these ‘vested interests' 
in politics, government and administra¬ 
tion. 

There are, first of all, the ‘vested 
interests' of politicians in the game of 
power politics. In recent years the 
country has been repeatedly victimised 
by so-called socio-economic measures 
which have been essentially politically 
motivated. Starting with the nationalisa¬ 
tion of banks and ending, for the time 
being, with the nationalisation of the 
ooal industry, including non-coking 
ooal mines, the government has been 
•heavily relying on a series of cheap sensa¬ 
tions to create and maintain in the public 
mind an impression that heroic measures 
are being taken lo energise the economy 
and build its capacity for investing more 
a«d producing more. Actually, the 
emulative effect of this adventurist policy 
has been to undermine the confidence of 
the entrepreneurs and investors in the 
integrity of the government's economic 
policies. 

clear assurances 

This has been particularly so with 
regard to the taking over of the non¬ 
coking collieries by the government. It 
was only in the last session of Parliament 
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that the Minister for Steel and Mines 
had informed the House that he had no 
intention of nationalising these under¬ 
takings. Subsequently also, the Minister 
for Planning during discussions with the 
coal interests, gave a categorical assurance 
to the same effect. Again, even as late 
as on January 20, Mr Kumaramangalam 
was saying that there would he no change 
in the government’s policy in this respect. 
Moreover, in the memorandum which 
he presented to the consultative com¬ 
mittee for his ministry ten days later, he 
stated that his ministry was watching 
the working of the non-coking collieries 
and that it would consider the question 
of nationalising them only if their per¬ 
formance was found to he unsatisfactory. 
Nevertheless, before the day was much 
older, an ordinance was promulgated 
for the government taking over the non¬ 
coking coal mines and thus completing 
the nationalisation of the entire coal 
industry. 

faith shaken 

Governments, it is true, must neces¬ 
sarily maintain a certain degree of secrecy 
in nationalising industries. At the same 
time. New Delhi’s record in this case 
has been one of planned prevarication 
unredeemed by any consideration of 
public interest. Its conduct in this 
context has made it impossible for the 
people to place reasonable faith even in 
major statements of government policy 
and has also whittled down very consi¬ 
derably the value of the Prime Minister's 
repeated assurance that the government 
will not resort to nationalisation for its 
own sake. Not unnaturally the business 
world is full of forebodings and is ner¬ 
vously speculating over what the future 
may have in store for other major indus¬ 
tries in the country. The Damocles' 
sword of nationalisation seems to be 
hanging over, for instance, the cement 
and sugar industries, while the outlook 
is considered to be particularly disturbing 


for the private sector in those industries 
which have been entrusted to the tender 
mercies and dubious ministrations of the 
Minister for Steel and Mines. 

The President in his address to Parlia¬ 
ment expressed the hope that the fifth 
Plan would prove to be a turning point 
in the economic development of the 
country. If this also includes the belief 
that the private sector, which still remains 
a very considerable factor in the industrial 
economy ol the country, would be con¬ 
tributing its share to the success of the 
fifth Plan, the government's recent acts 
of nationalisation have certainly done 
nothing to justify that belief. It is clear 
that the govei nment cannot continue to 
advance its vested interest in nationalisa¬ 
tion without fouling irreparably the cli¬ 
mate for investment and growth in the 
private sector. 

lack of confidence 

If the statements of the Minister for 
Steel and Mines arc definitive of the 
government's policy, the conclusion 
becomes irresistible that New Delhi has 
made up its mind that nationalisation is 
the short answer to the problems, how¬ 
ever originating, of any industry that may 
be in difficulties of one kind or the other. 
The Prime Minister and her colleagues, 
however, ought to know that if they, 
individually or collectively, do not have 
much faith in the capacity of tnany indus¬ 
tries in the private sector to manage their 
affairs properly, the public of this country 
has come to have even less faith in the 
ability of the government to look after 
the national economy or its development. 
The failure of the state to assure basic 
water supply for man and cattle in the 
droughi-hit areas of Maharashtra or 
Gujarat and the grave shortage of electri 
city, which has paralysed industry acioss 
the length and breadth of the country, 
have made it impossible for the people to 
continue to repose confidence in govern¬ 
mental planning or priorities. 

It is true that there could be endless 
explanations for inadequate water or power 
development. But the fact remains that, 
in two basic areas of public welfare or 
economic development, where the state 
has assumed direct and decisive responsi- 
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trility for planning and performance, the 
country's interests have been let down 
badly. Against this background the pub¬ 
lic is naturally in no mood to entertain 
at their face value the claims for planning 
wisdom or performance which are being 
advanced on behalf of the government. 
New Delhi’s prestige has suffered griev¬ 
ously in the political area, thanks to its 
inept and messy handling of the Andhra 
.agitation. Its major lapses in economic 
management, climaxed by the power 
famine, have further aggravated the crisis 
of confidence. The central government 
will do well to realise that it is on trial. 
It must recognise also that the “vested 
interests” against which it must take “hard 
decisions” are exactly those vested interests 
which it has itself been breeding through 
its so-called socio-economic policies or 
measures. 

negative exercises 

New Delhi has been inexcusably wast¬ 
ing a great deal of national time and 
energy on stubborn, negative and un¬ 
productive exertions. It has been elabo¬ 
rating an unsound scheme of priorities 
and thus misdirecting the nation's effort 
away from n true development effort in 
agriculture, industry or commerce. This 
senseless game has been going on for far 
too long, causing in the process avoidable 
interruptions to and dislocations in the 
course of the nation’s economic develop¬ 
ment. The country cannot afford to have 
its economic affairs managed or mis¬ 


managed in this cavalier fashion indefi¬ 
nitely. This is HI the more so because 
the global economic context is likely to 
become increasingly complicated and per¬ 
haps unhelpful. Right now tho economi¬ 
cally advanced countries are engaged in 
trying to sort out problems or maladjust¬ 
ments in their monetary and trade rela¬ 
tions. Development assistance or other 
forms of economic co-operation with 
developing countries arc therefore likely 
to be only a matter of secondary concern 
to them. The government of India which 
has been unceasingly talking of natioinl 
self-reliance may well find that it has to 
do more in this dreclion than it has bar¬ 
gained for. 

large question mark 

Our country, therefore, is in great need 
of making the most of its resources if it is 
to preserve its economic stability, while 
holding on to some promise of economic 
progress. This stability itself is of course 
now being faced with a large question 
mark. Countries which are much more 
economically strong than ours are now 
finding to their cost that it is easy to 
generate inflation than regulate it. Here 
is a warning which New Delhi may ignore 
only at its peril. Already costs and prices 
are madly chasing each other in our 
economy, with money supply, particularly 
unproductive public expenditure, fuelling 
both. Herein lies the crucial challenge 
for the forthcoming central budget. If 
the Finance Minister at all takes any 
“hard decisions,” those decisions must be 
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against the “vested interest” wmen the 
government has hsen developing in 
inflation. 

easy way out 

All along the course and at each succes¬ 
sive milestone, the government has been 
taking the easy way out, with the result 
that the rupee, whether in the hands of 
the housewife or in the budget allocations 
of the government for development pro¬ 
grammes, is beginning to mean less and 
less in terms of real resources. This is the 
basic problem of resource mobilisation 
which Mr Chavan must concern himself 
with. He must realise that the political 
arithmetic of squeezing the more affluent, 
minority sections of the community may 
no longer bring even short-term political 
advantages to the ruling party. It will 
certainly not put back into the rupee any 
part of the value which this besieged 
currency has been shedding steadily. The 
government has been acting far loo often 
in a manner which is losing it the trust of 
the people. The forthcoming central 
budget may just give it a chance 1o stop 
the rot. Public opinion demands and 
must have through this budget a firm pro¬ 
mise of our economic policy which would 
underwrite the value of the rupee for the 
common man and underpin the faith of 
the business community in the climate for 
investment and industrial growth. Time 
is seldom on the side of Finance Minis¬ 
ters. Time, lor Mr Chavan, is running 
out. 


Issues before Bonus — 

Committee 


The question of raising the minimum 
bonus in industrial establishments from 
four per cent of the workers’ annual 
emoluments to 20 per cent has already 
been decided by legislation, the govern¬ 
ment and Parliament accepting the re¬ 
commendation of four members of the 
Bonus Committee, viz., three represent¬ 
ing labour and one representing the 
public sector employers as against the 
recommendation of four members, viz., 
the. chairman, the economist member and 
two members representing employers in 
the private sector. The terms of refer¬ 
ence to the committee include other im¬ 
portant issues. It is proposed to discuss 


some of these in this article. 

One of the terms of reference is 
whether the present upper limit on pay¬ 
ment of bonus under the Payment of 
Bonus Act, 1965, requires any alteration. 
Employers in their submissions to the 
committee have naturally opposed any 
increase in the maximum of 20 per cent 
of the workers’ emoluments. Some trade 
unions have demanded that there should 
be no ceiling on bonus while some have 
proposed increase to 40 per cent. 

There are some cogent reasons against 
increasing the maximum. The Bonus 


Commission in its report quoted the 
Labour Appellate Tribunal which had 
laid down that bonus was not intended to 
multiply wages, that care must be taken 
that bonus is not so excessive that it 
creates fresh problems all round or that 
it creates the possible emergence of a 
privileged class. The decision of the 
Supreme Court in the case of the Stand¬ 
ard Vacuum Refining Co. Ltd., that un¬ 
reasonable or exaggerated claims for 
bonus cannot be entertained just because 
the available surplus would justify such a 
claim was also referred to. The commis¬ 
sion also quoted the judgment of a 
Madras High Court judge that a gener¬ 
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ous bonus is one made substantially at 
the cost of the Exchequer, since bonus is 
allowable as expenditure under the Income 
Tax Act. 

Having regard to the present 
linanciaf position of the central and 
state governments and their needs for 
more resources for development and for 
tackling the problem of widespread un¬ 
employment and poverty, it is not desir¬ 
able to siphon more of the profits of 
industries, which otherwise would go 
towards payment of income tax, to the 
paymeut of more generous bonuses. An 
increase* in the present statutory maxi¬ 
mum of 20 percent would also promote 
the already existing tendencies in the 
economy towards inflation. In some 
prosperous industries and concerns where 
under agreements between the companies 
and unions concerned, more than 20 per 
cent is given as bonus, this is not only to 
the detriment of the public revenues as 
stated above but to the detriment of the 
consumer, since the high profits which 
should be utilised towards reducing 
prices of the products in those industries 
are diverted towards more generous 
bonuses, it is not that in these concerns 
the workers work harder, but they are in 
the fortunate position of being employed 
in those industries. 

wider disparities 

The Bonus Commission in its report 
pointed out that the highest bonuses 
arc paid to workers in industries where 
the wages arc high. Increase in the 
maximum would therefore mean bestow¬ 
ing more benefits to employees whose 
emoluments are high, widen the dis¬ 
parities between the remuneration ol 
employees in prosperous concerns and 
those making inadequate profits or losses. 
Also reduction of surpluses which would 
otherwise be available for reinvestment 
and development, would reduce the 
rate of industrial growth and thus come 
in the way of increasing employment. It 
is necessary that the government's la¬ 
bour policy should be oriented towards 
creating more employment instead of best¬ 
owing more benefits on those already 
employed. 

The needs of the national economy 
must receive greater weight than the 
claims of sections of well paid industrial 
workers to get more generous bonus 
than the present statutory maximum. 
Section 34 (3) of the Bonus Act which, in 
accordance with the recommendation of 
the commission, allows parties to agree 
to bonus outside the formula^ of ^thc Act 


was intended to provide for cases where 
the formula was difficult to apply or 
wfiere the parties want to settle without 
disputes on accounts, set-off and set-on, 
etcetera. 

When the Bonus Commission recom¬ 
mended that 20 per cent of the workers' 
emoluments was a reasonable maximum, 
it could not have intended at the same 
time to allow trade unions to agitate for 
more. Nor could the legislature have 
intended such a result when it laid down 
a specific maximum. The payment by 
some employers of more than the maxi¬ 
mum laid down in the Act has defeated 
the intention of the legislature, de¬ 
prived the state of fair tax on the profits, 
reduced the surpluses which would other¬ 
wise be available for capital formation 
and development, and created wider 
disparties between the emoluments of 
employees in prosperous industries and 
those in industries making less or inade¬ 
quate profits or losses. However, if it is 
considered that there would be much 
labour unrest, if the maximum is not 
increased, since some concerns are already 
paying more, it should not be increased 
beyond 25 per cent, but it is necessary to 
amend Section 34 (3) of the Act so on to 
provide that agreements between parties 
on bonus outside the formula of the Act 
should be subject to the maximum bonus 
laid down under the Act. 

Another important issue referred to 
the committee is whether the Bonus Act, 
which is now applicable to factories and 
to industrial and commercial establish¬ 
ments employing not less than 20 persons, 
should be extended to smaller establish¬ 
ments, if so down to what size, and 
whether a simpler formula for bonus 
should be used in relation to them. 

It is well known that no single issue has 


} 

been so much responsible for industrial 
strife as bonus which has become a hardy- 
annual. The extension of the Act to 
small establishments would bring them 
also into the arena of industrial strife 
and disturb harmony in them between 
employers and employees. 

If, however, it is considered that the 
bonus system should be extended to esta¬ 
blishments employing less than 20 persons 
also, it should be restricted to those em¬ 
ploying not less than 10 persons, and a 
simple formula, say a uniform bonus of 
not more than 4 per cent of the annual 
emoluments, may be adopted. That 
would take the place of festival bonus 
which some small establishments now* 
give. 

The terms of reference to the com¬ 
mittee include suitable modifications to 
the scheme of the Act. Since the Bonus 
Commission made its report, interest 
rates have risen. Commercial banks lend 
(except to priority sectors like small 
entrepreneurs and agriculturists) at about 
10 per cent interest. 

The Supreme Court in the car prices, 
case held that it would be reasonable 
to allow a return of 16 per cent on 
capital employed. In Chapter IV ol 
the fourth five year Plan it was sug¬ 
gested that efforts should be directed 
to raise the rate of return on capital 
employed to 15 percent by industrial and 
commercial undertakings other than 
public utilities. Additional resources, if 
thus raised, could be utilised for their 
development and expansion. The Bonus 
Act allows a return of 8£per cent on 
paid up equity capital and 6 per cent on 
reserves. An upward revision if the rates, 
in line with the general rise in the rates of 
interest, is indicated. 
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irawas Mr weait 

Rural electrification 

in Punjab 


The role of electricity in the prosperity 
of a country has been universally reco¬ 
gnised. Punjab is fortunate in having 
the highest per capita consumption 
(174 kwh) among the various states of 
the country as shown in Table 1. But it 
is still a Jong way from what is required 
to provide a decent living standard to 
the people. Figures of per capita con¬ 
sumption of electricity for some of the 
advanced countries for the year 1969 are: 
USA—7,013kwh, UK-3,700kwh, USSR 
—2,628kwh, France—2408kwh. Con¬ 
certed efforts are, therefore, required to 
be made to increase the per capita con¬ 
sumption to a certain level that would 
be in keeping with an accepted minimum 
standard of living. This minimum is 
generally placed at 500kwh. This 
increase in electricity consumption from 
the present level of 174kwh to 500 kwh 
per capita has to be achieved in stages 
and it is envisaged that during the decade 
1971-1981 a target to 250kwh to 300kwh 
per capita will be achieved. 

In Punjab, there are 12,998 towns and 
villages as per 1971 census (108 towns 
and 11,947 inhabited villages and 943 
uninhabited villages). Out of a popula¬ 
tion of 1,34,72,972 (as per 1971 census) 
in Punjab about 76.2 per cent live in 
villages. The Punjab State Electricity 
Board has, therefore, been paying special 
attention to rural electrification with the 
twin objectives of (1) increasing the 
standard of living of the rural people and 
bringing within their reach the amenities 
provided by electricity enjoyed by 
the urbon population and (2) bringing 
about a “green revolution” in agriculture 
through irrigation by electric pumpsets/ 
tubewells and thus increasing the food 
production in the state. 

great role 

Punjab being one of the agrarian states 
of the country, rural electrification will 
play a great role in increasing agricul¬ 
tural produce. Having this end in view 
the state of Punjab has already taken 
forward an appreciable step for extensive 
ruraPelectrification. Punjab has so far 

EASTERN ECONOMIST 


electrified (as on 30.9.72) all the 108 
towns in the state, 6497 villages (54.4 
per cent) out of 11,947 inhabited villa¬ 
ges and 57 uninhabited villages (6 per 
cent out of the total of about 943 in the 
state. 

It is heartening to note that one 
out of every two villages of Punjab 
already stands electrified whereas in the 
country as a whole on an average only 
one village out of every four villages is 
electrified at present. Table 11 gives a 
clear idea of how fast rural electrifica¬ 
tion has been carried out in the state of 
Punjab, along with the other three lead¬ 
ing states of Haryana, Tamil Nadu and 
Kerala. 

p* Apart from electrifying all the towns, 
the board has electrified 100 per cent 

Table I 


Annual Per Capita Consumption of Electri¬ 
city in India (Kwh) 


State 

1969- 

70 

1970- 

71 

1971-72 

(Provi 

sional) 

Andhra Pradesh 

53 

56 

62 

Assam 

18 

22 

25 

Bihar 

62 

62(a) 

62(a) 

Gujarat 

127 

138 

140 

Haryana 

88 

98 

108 

Himachal Pradesh 

27 

35 

35(a) 

Jammu & Kashmir 

40 

38 

38(a) 

Kerala 

70 

76 

71 

Madhya Pradesh 

53 

54 

57 

Maharashtra 

148 

158 

169 

Mysore 

82 

104 

111 

Nagaland 

8 

8(a) 

8(a) 

Orissa 

90 

96 

96 

Punjab 

181 

159 

174 

Rajasthan 

43 

50 

45 

Tamil Nadu 

124 

130 

137 

Uttar Pradesh 

53 

60 

59 

West Bengal 

Union Territories 

116 

118 

121 

Delhi 

225 

286 

378 

Chandigarh 

315 

287 

327 

Pondicherry 

159 

180 

188 

All India (Average) 

84 

90 

93 


Note: (a) New figures not available. 
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of the villages with a population of over 
10,000, 79.55 per cent of those with a 
population of 5,000-9,999, 73.61 per 

cent of those with a population of 2,000- 
4,999, 68.56 per cent of those with a 


Table II 

Villages Electrified (1961 Census) 


State 

Total No. 

Inhabited Percent* 


of inhabi- 

census age. 


ted census 

villages 



villages in 

electrified 



state 

as on 




31-3-72 Nos. 


Andhra 




Pradesh 

27,084 

9,264 

34.2 

Assam 

20,565 

725 

3.5 

Bihar 

67,665 

8,313 

12.3 

Gujarat 

18,584 

4,706 

25.3 

Haryana 

6,669 

6,669 

100.0 

Himachal 




Pradesh 

13,060 

3,249 

24.9 

Jammu & 




Kashmir 

6,559 

735 

11.2 

Kerala 

1,573 

1,268 

80.5 

Madhya 




Pradesh 

70 414 

8,787 

17.5 

Maharashtra 35,851 

13,661 

38.2 

Manipur 

1,866 

187 

10.0 

Meghalaya 

4,407 

75 

1.7 

Mysore 

26,377 

10,075 

38.2 

Nagaland 

814 

77 

9.5 

Orissa 

46,467 

2,615 

5.6 

Punjab 

11,947 

6,366 

53.3 

Rajasthan 

32,241 

4,023 

12.5 

Tamil Nadu 14,124 

12,709 

89.9 

Tripura 

4,932 

985 

1.7 

Uttar Pradesh 1,21,624 

23,755 

28.7 

West Bengal 38,454 

3,328 

8.7 

Union 




Territories 

4,602 

947 

20.6 

Total (All 




India) 

5.66,878 

1,21,240 

21.4 

Source: Central Water and Power Com- 


mission. 


population of 1,000-1,999 and 41.28 per 
cent of those with a population of less 
than 500. The board is now engaged in 
an ambitious programme of electrifying all 
the remaining villages by 1980. 

Before the commencement of the first 
Plan only 42 census villages had been 
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electrified in Punjab, The pace of elec¬ 
trification has been steadily increasing 
with each successive Plan as would be 
seen from Table III. The number of 
villages electrified rose to 5,809 on March 
31, 1970 from 5,038 on March 31, 
1969 showing 6.6 per cent growth in 
rural electrification. As a result of 
severe drought experienced in the state 
during 1970 and onwards, it was decided 
to accord the highest priority to the 
provision of assured irrigation in the 
villages through the exploitation of 
underground water resources. Keeping 
this priority in view the number of 
villages electrified during 1970-71 and 
1971-72 is 370 and 187 respectively. The 
target for 1972-73 was to electrify 1,000 
villages and energise 20,000 pumpsets. 
The present shortage of power in Punjab 
is only of a short-term nature and is 
not likely to affect the progress of rural 
electrification. Besides, additional power 
is also likely to be available on the 
completion of the projects under execu¬ 
tion in the northern region. 

It was brought home to planners, 
policy-makers and administrators alike 
that rural electrification was a necessary 
adjunct to irrigation and was comple¬ 
mentary to the construction of wells and 
installation of pumpsets envisaged in a 
number of all-India and state pro¬ 
grammes. The success of the new agri¬ 
cultural strategy, which aimed at attain¬ 
ing self-sufficiency in food production 
depended to a large extent on the success 
in irrigation. It was against this back¬ 
ground that the emphasis of rural elec¬ 
trification was shifted from village elec¬ 
trification to pump-set energisation. 

The achievements of this state in the 
field of extending power to electric 
pumpsets/tubewells for lift irrigation for 
agriculture have been no less impressive. 

Punjab has a total land area of 5.036 
million hectares out of which the total 
cultivated area by irrigation is 2.888 
million hectares (7.133 million acres). 
Lift irrigation accounts for 55.1 per 
cent of the irrigated area as indicated in 
Table IV. 

Out of a total of about 3.34 lakh wells 
in the state, electric power has been 
extended to 1.75 lakh wells i.e. about 52 
per cent as on 31.3.1972. The number of 
pumpsets/tubewells energied during every 
Plan-period has been increasing at a 
rapid rate from a mere 3,095 at the end 
of first Plan to 25,296 at the end of third 
Plan. It further increased to 59,112 at 
the end of March 1969. 

The Punjab State Electricity Board 
purposes to provide electric power to an 
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additional 1,00,000 pumpsets/tubewell s 
during the fourth Plan period. Out of 
this, supply to 19,924 pumpsets has been 
effected during 1969-70 and to 12,841 
during 1970-71. Punjab could energise 
5,863 pumpsets during 1971-72 due to 
acute shortage of electricity. 

The annual outlay during the fourth 
Plan period is expected to be as under:— 

(a) Normal programme:—The pro¬ 
posed provision for normal pro¬ 
gramme for the five years of the 
fourth Plan is to energise 40,000 
pumpsets at a cost of Rs 20 crores. 
This will be met by the plan re¬ 
sources such as loans from govern¬ 
ment, loan from LIC, loan from 
Rural Electrification Corporation, 
internal resourses of the board, 
etc. 

(b) The special programme launched by 
the Punjab government is the Emer¬ 
gency Food Production Programme 
which would be achieved by ener¬ 
gising 60,000 pumpsets/tubewells 
in the fourth Plan and may cost 
about Rs 30 crores. This will be 
financed by institutional loans, loans 
from union government loan from 
Rural Electrification Corporation, 
loans from commercial and land 
mortgage banks under ARC 
scheme. This is in addition to the 
provision of Rs 20 crores in the 
fourth Plan for normal programme 
of rural electrification works. Recen¬ 
tly the union government has given 
Rs 4 crores to Punjab for the 
Emergency Food Production Pro¬ 
gramme. The state government 
is utilising the amount in sinking 
tubewells and putting up generators. 


Rural electrification has had a' tre¬ 
mendous impact on the economy of the 
state in a variety of ways. 

Table IV 


Area under Irrigation in Punjab 
as on March 31,1971 


Source of irri¬ 
gation 

In 1000 hec¬ 
tares (l hec¬ 
tare ~ 2.47 
acres) 

Percentage 
of total 

Canals 

1292 

44.7 

Tanks 



Wells 

1391 

55.1 

Others (spring 
channels etc.) 

5 

0.2 

Grand Total 

2.888 

100.0 

Source: Director of Land Records, Punjab. 


Lift irrigation has brought about a 
change in the cropping pattern in two 
ways: (i) There is a shift from dry crops 
to wet crops, (ii) there is a shift from 
light yielding to heavy yielding crops. 
This also helped in adopting multiple 
cropping system in Gurdaspur. Dhariwal, 
Malerkotla and Ahmadgarh blocks. 

Power is being used for cotton-ginning, 
oil pressing, sugar-cane crushing, wood¬ 
work, dairy products, preservation of 
food, pottery, poultry, hosiery, rice 
hulling, flour mills, and other feeder 
industries around the industrial towns 
which will get encouragement for 
manufacture of various components 
and auxiliary state products to feed the 
major industries of the towns. All this 
will go a long way in revolutionising the 
social and economic structure of the 
state. It is the best way to achieve our 
avowed goal of a socialistic state. 


Table III 
Villages Electrified 


For Punjab (existing inhabited For All India (existing inhabited) 
census villages— 11,947) Census Villages—5,66,878 



Total No. of census villages 

% 

Total No. of census 

% 


electrified at the end of the 


villages electrified at 



year 


the end of year 


As on 31-3-1951 

42 

0.35 

3,623 

0.64 

First Plan as on 





31-3-1956 

369 

3.10 

9,609 

1.69 

Second Plan as 





on 31-3-1961 

1,712 

14.30 

25,453 

4.50 

Third Plan as on 





31-3-1966 

3,697 

30.90 

44,494 

7.90 

31-3-1969 

5,018 

42.00 

74,319 

13.29 

31-3-1970 

5,809 

48.60 

89,977 

15.90 

31-3-1971 

6,179 

51.70 

1,04,939 

18.51 

31-3-1972 

6.366 

53.30 

1,21,240 

21.39 


Source: 

Punjab State Electricity Board, Patiala. 
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Participative 

management 


The issue of participative management 
always stimulated keen debate. Accord¬ 
ing to Mr Mhetras, the concept of parti¬ 
cipation as a principle of democratic 
administration of industry means, “shar¬ 
ing the decision making power by the 
workers of an industrial organisation, 
through their proper representatives, at 
all the appropriate levels of manage¬ 
ment in the entire range of managerial 
action.” 1 

Participation has been advocated for a 
variety of reasons. Some of the mana¬ 
gers have supported it because they think 
it is moral right, others have seen it as a 
good way of resist trade unions. But the 
strongest argument in favour of participa¬ 
tion is simply a good business. The basic 
premise of participation is that a worker 
who invests his labour in the concern has 
at least as much right to say in its 
management as a shareholder who 
invests capital. The basis of participation 
in management broadly can be divided 
into following three categories : 

Economic : Management must be pre¬ 
pared to willingly accept labour’s claim 
that they contribute substantially to the 
progress and prosperity of the enterprise 
and hence have a legitimate right to share 
equitably the gains of higher productivity 
and the prosperity of the undertaking in 
which they are employed. The economic 
purpose is mainly related to the produc¬ 
tivity aspect of industry. It is an accept¬ 
ed fact that without an increase in pro¬ 
ductivity there can be no satisfactory 
progress and that such an increase in 
productivity cannot be satisfactory with¬ 
out the fullest co-operation between 
workers and management. 

Psychological : It must be realised that 
workers nourish a desire to be partner in 
the affairs of industry. There exists in the 
worker’s mind an urge for status and 
importance in the organisation where he 
is employed. When he is made aware of 

Lecturer, Djp*ri .icui of Business Adminis¬ 
tration, University Studies in Commerce, 

University of Rajasthan, Jaipur. 


the purpose of his work as linked with the 
purposes and goals of the enterprise he 
feels proud as a component of the orga¬ 
nisation structure and this motivates him 
to co-operate. Thus the psychological 
purpose of participation is to secure full 
recognition of the importance of the 
human element in industry. 

Social : Participation exists only if the 
industry is looked upon as not a private 
domain of the employer or as an instru¬ 
ment of exploitation of workers but a 
social institution in which the employer, 
the workers as well as the community and 
nation have equal interests, such interests 
being interdependent. Production and 
efficiency can increase only if there exist 
happy relations between labour and 
management. To this end both the par¬ 
ties must have a feeling for a cause and 
desire to give and take and work unitedly 
for the prosperity of the industry. The 
social purpose of participation is to use it 
as an instrument of varying potentialities 
to improve industrial relations and pro¬ 
mote industrial peace. 

three purposes 

Thus measures to promote co-operation 
between labour and management at the 
undertaking level serve three main pur¬ 
poses Economic, to ensure increased 
production. Psychological to secure full 
recognition of the importance of the 
human clement in industry and give the 
staff and the workers a greater interest in 
the general operation of the undertaking 
and social, to improve industrial relations 
and thereby promote industrial harmony 
and peace. 

According to Mr V. G. Mhetras these 
are five forms of participation. There 
are informative, consultative, associative, 
administrative and decisive participations. 2 

In informative participation the mem¬ 
bers of the committee or council share 
certain information with the management 
e.g. the information regarding the figures 
of production, the balance-sheet of the 


company, the general information regard¬ 
ing the economic conditions of the plant 
etc. This is the slightest form of partici¬ 
pation because the members do not have 
any right of close scrutiny of the infor¬ 
mation provided to them. 

In consultative participation the workers’ 
representatives are consulted by the ma¬ 
nagement on matters relating to canteen, 
and welfare programmes of the concern. 
The joint council or committee is purely 
an advisory body and the final authority 
for accepting or rejecting its advice and 
recommendations rests with the manage¬ 
ment. In comparison to informative 
participation this is superior and involves 
a higher degree of sharing the views of the 
members and giving them an opportunity 
to express their feelings. 

an improvement 

In associative participation the manage¬ 
ment takes up the suggestions of the 
committee or council to solve the prob¬ 
lems it faces. Suggestions relating to 
improvements in the methods of manufac¬ 
ture work, production and sales progrm- 
mes, organisation and general operation 
of the concern are invited. This is an 
improvement upon consultative participa¬ 
tion in the sense that the members are 
entitled to receive information, discuss 
matters within the purview of the com¬ 
mittee and make suggestions thereupon 
after a close scrutiny of the matters under 
consideration. 

In administrative participation the deci¬ 
sion has already been taken, before it 
comes to the council. But the choice of 
the method of implementing the decision, 
within the given alternatives, is left to it 
as a body. Supervision of safety measures, 
administration of welfare measures, opera¬ 
tion of vocational training and appren¬ 
tice scheme preparation of schedules of 
working hours, breaks and holidays are 
included in this form of participation. As 
compared to the other forms of participa¬ 
tion, administrative participation involves 
a greater degree of sharing in the autho- 
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rity and responsibility of the manage¬ 
ment's functions and allows the com¬ 
mittee a little more autonomy in the 
exercise of the administration and super¬ 
visory powers. 

Jn decisive participation all matters 
regarding the general as well as economic, 
financial and administrative policies of the 
concern are scrutinized by the committee 
or council and all the decisions are taken 
jointly. Such decisions are not advisory 
but final in the sense that the ultimate 
centre Of authority and power rests with 
the council. Thus it is the highest form 
of participation where sharing the decision 
making power is complete and the delega¬ 
tion of authority and responsibility of 
managerial function to such a body is 
maximum. 

in our country consultative and asso¬ 
ciative participations arc most popular. 
But in some undertakings the administra¬ 
tive participation is also taking place. 1 
do not find decisive participation in any 
undertaking. 

an historical analysis 

The idea of industrial co-partnership 
flows essentially from the Ciandhian 
approach to the problems of labour indus¬ 
trial relations. Gandhiji attached great 
significance to dignity of work and gave 
it a real meaning by treating all work as 
having equal importance and status. The 
concept of industrial co-partnership is 
based upon equality of status dignity of 
work, and mutuality of interests between 
labour and management. He emphasised 
on the need of workers' participation in 
management as early as 1937. In the 
Jfarijan dated February 13, 1937, he said, 
“It is vital to the well-being of the indus¬ 
try that workmen should be regarded as 
equal with the shareholders and that they 
have therefore every right to possess an 
accurate knowledge of the transactions of 
the mill." 

The government of India recognised 
the need and the vital place of workers’ 
participation in management in industiul 
development, even at the time of formulat¬ 
ing its second five year Plan and issuing 
the second industrial policy resolution in 
1956. The Tafh Iron and Steel Company 
and the Indian Alluminium Works at 
Belur were the only undertakings which 
had made a modest beginning in this 
respect. As early as 1938, the Delhi 
Cloth and General Mills Company Limi¬ 
ted introduced workers' participation in 
management in their concern by having 


an elected representative of the workers 
on the board of directors of the mill as 
also an elected representative of the 
employees. 

The origin of the concept of participa¬ 
tion in management in India can be trac¬ 
ed back to the Industrial Policy Resolu¬ 
tion of 1956. The government of India 
stated in a most unambiguous manner that 
“in a social democracy, labour is a part¬ 
ner in the common task of development 
and should participate in it with enthu¬ 
siasm and there should be joint consulta¬ 
tion and workers and technicians should 
wherever possible be associated progres¬ 
sively in management. Enterprises in 
public sector have to set an example in 
this respect.’’ 

Subsequent to the publication of the 
second live year Plan the government of 
India sent a tripartite study group to 
Europe to study the working of joint 
consultation and labour participation 
in those countries and give its 
findings on a suitable scheme for this 
country. The study group visited France, 
Belgium, United Kingdom, Sweden 
Federal Republic of Germany and 
Yugoslavia. The group made an exhaus¬ 
tive study of the schemes of labour- 
management cooperation in the respective 
countries and reported with its recom¬ 
mendations to the government in 1957. 

The report of the study group was 
considered by the Indian Labour Confe¬ 
rence at its 15th Session held in New 
Delhi on July 11 and 12, 1957. The 
conference accepted most of the recom¬ 
mendations of the study group. 

tripartite committee 

To work out the details of implementing 
workers’ participation, the conference set 
up a small tripartite sub-committee which 
met in Delhi on August 6, 1957, and com¬ 
piled a list of major industries in both the 
private and public sectors for participation 
in industrial management. The form of 
participation was the joint management 
councils consisting of equal number of 
members of workers and the management. 

The third five year Plan also, in its 
approach to the problem of industrial 
relations described this policy of associat¬ 
ing labour more and more with manage¬ 
ment and accepted the progressive exten- 
tion of the scheme of joint management 
councils as a major programme and 
recommended the setting up of joint 
management councils in alf industrial 


mmmvm 

undertakings found suitable for the pur¬ 
pose so that in due course of time the 
scheme might become a normal feature of 
the industrial system. 

With the conclusion of the seminar on 
labour-management co-operation, the stage 
was set for the large-scale introduction 
of the scheme of participation in manage¬ 
ment in undertakings. The annual 
report of the Ministry of Labour and 
Employment for the year 1967-68 reveal¬ 
ed that the joint management councils are 
functioning in 131 industrial units of 
which 46 are in the public sector and 85 
in the private sector. JMCs works com¬ 
mittees and the Housing allotment com¬ 
mittees are the most popular forms 
through which workers are given partici¬ 
pation in management in our country. 

causes of slow progress 

The progress of participation scheme 
in our country is not satisfactory. The 
slow progress of the exlention and imple¬ 
mentation of the schemes in industries in 
our country is subjected to a number of 
factors and the following may be consi¬ 
dered as the prominent among them : 

1. Lack of the proper understanding 
of the concept; 

2. Absence of representative trade 
unions; 

3. Inter-union rivalries and multipli¬ 
city of trade unions; 

4. Negligence of a number of trade 
unions to accept the scheme and 
their antipathy; 

5. Lack of uniformity in the func¬ 
tions of joint management council; 

6. Absence of enlightened labour and 
responsible leadership; 

7. Absence of progressive minded 
employers and their rigid attitude; 

8. Absence of a long and unbroken 
spell of healthy industrial rela¬ 
tions in several units; 

9. The parties concerned do not 
take sufficient interest in the 
scheme; 

10. Vagueness in the legal definition 
and scope and functions of joint 
management councils, etc. 

Moreover mostly employers and mem¬ 
bers of management believe the ideology 
that workers’ participation in manage¬ 
ment can hardly be a practical proposi¬ 
tion in industries plagued by a multiplicity 
of trade unions. It is almost impossible 
for them to agree on a procedure to 
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select a representative to serve on the 
board of directors. Even if a representa¬ 
tive is selected, he will not be free from 
the leading strings of union leaders who 
are in most instances, politicians interest¬ 
ed, in using the unions to achieve their 
political aims; They are also of opinion 
that workers 4 participation in management 
leads to increased interference in the 
policy making decisions, and exposure 
the secrets of the undertaking regarding 
its financial solidity. Management in the 
private sector have resented this greatly. 

some suggestions 

The following suggestions should be 
implemented with an unstinted and whole¬ 
hearted co-operation by the representa¬ 
tives of the central and state govern¬ 
ments, employees and employers in order 
to see that workers’ participation in 
management will become really success¬ 
ful : 

1. The duties, rights and functions of 
the different types of the machinery 
should be clearly and precisely laid down 
in order to prevent the employer and 
employees from becoming hostile. 

2. Greater attention should be paid 
to streamlining the existing consultative 
councils like the JMC works committee, 
etc. 

3. The continuous support and co¬ 
operation of the workers of the under¬ 
taking is necessary for the success of the 
scheme of workers’ participation. For this 
purpose there should be proper arrange¬ 
ment of workers’ education. 

4. A single strong and responsible 
trade union is highly desirable if the 
scheme of participation is to work with 
reasonable chance of success, because 
multiplicity of unions provides an oppor¬ 
tunity to the management to play one 
union against another and exploit the 
situation in joint council. Therefore a 
single, strong and responsible and repre¬ 
sentative trade union is a must for 
the introduction of the scheme and 
successful functioning. 

5. A successful programme of partici¬ 
pation needs proper training of manage¬ 
ment at all levels. 

6. The co-operation of the trade union 
plays a significant role in creating among 
the workers a consciousness regarding the 
usefulness of the machinery for joint 
management. For this management 
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must give full recognition to the union and 
see that the management does not treat 
the labour representatives as outsiders 
and look upon them with suspicion and 
mistrust. They should be taken into 
confidence and treated with respect. They 
should also enjoy equality of status in 
the corresponding level of the managerial 
hierarchy. 

7. Solid foundation of industrial 
relations is essential for the successful 
working of the scheme. 

8. Care has to be taken by the wor¬ 
kers in electing their representatives for 
the joint machinery. 

9. The labour participation in manage¬ 
ment should be at all levels, departmen¬ 
tal works and the company in order to 
make it really effective. 

10. The foremost interests of workers 
are wages, conditions of work, security 
and fair grievances procedure. So the 
schemes of workers participation in 
management will be successful, only when 
all these issues are settled in an amicable 
manner. 

11. There should be a spirit on the 
part of workers and employers in every 
industry, be it the public or private sector, 
to come together and fix the targets of 
production and methods of running the 
industry at all levels in a proper way and 
the decisions taken once jointly should 
not be changed. Otherwise it makes for 
great dissatisfaction among the workers. 

12. A significant factor in the success 
of an enterprise in introducing participa¬ 
tion at every level of the company is 
that a firm should be decentralized into 
profit centres, production too should be 
broken down to small groups. 

According to the opinion of Mr S. M. 
Patel, Chairman and Managing Director, 
Hindustan Machine Tools Ltd, Banga¬ 
lore, the principle of scientific manage¬ 
ment which tends to value technical 
efficiency alone, may not hold 
good in managing the human being who 
have empathctically demonstrated in 
recent years that they cannot be 
taken for granted and treated as cogs in 
the wheel of a machinery. They would 
like to have a responsible and respectable 
place in society and also in the industry 
where they work. Hence the subject of 
workers’ participation in management is 
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not going to remain as a mere talk. 
Whether one likes it or not, it is going 
to come, and we better be prepared other¬ 
wise, owners and managers cannot ensure 
increased productivity by assuming that 
workers could be motivated by the age- 
old means of better pay, better working 
conditions and stricter discipline. 

What has to be done by all concerned 
is to train workmen to be ready to take 
up this new role and responsibility and be 
in a position to act independently without 
any force or coercion either from trade 
unions or from management to play 
effectively with national pride their part 
in increasing the industrial productivity of 
the country through which alone workers 
could improve their economic and social 
status. 
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New Delhi, Monday. 

PRESS GALLERY 



The debate on President’s address to a 
joint session of the two Houses of Par¬ 
liament, marking the beginning of the 
current budget session, provided an op¬ 
portunity to the opposition in both the 
Houses to scathingly attack the govern¬ 
ment for its failures, particularly on the 
economic and political fronts. The sharp 
rise in prices in the recent past, the 
mounting shortages of various commodi¬ 
ties and the growing unemployment, it 
was argued, were the direct results of the 
mismanagement of the economy by the 
government. The inept handling of the 
Andhra Pradesh developments and the 
deterioration in the law' and order situa¬ 
tion were cited as examples of govern¬ 
ment’s failures in the political field. 

Notable contributions to the debate in 
the Lok Sabha were made by Mr Frank 
Anthony (nominated), Mr A. B. Vajpai 
(Jana Sangh) and Mr S. N. Mishra 
(Congress-O). In the Upper House too, 
quite hard-hitting speeches were heard 
from the opposition benches. Besides 
vehemently attacking the economic policies 
of the government, Mr Frank Anthony 
assailed rampant corruption at various 
levels in the government. Mr Misra 
thought that the charisma of Mrs Indira 
Gandhi had gone and most sections of 
the society were now in battle dress 
against the government. Mr Vajpai 
called upon the Prime Minister to clearly 
enunciate her economic policies as the 
climate of uncertainty, he felt, had 
continued. 

sharp attack 

The various policies of the government, 
including the state takeover of wholesale 
trade in foodgrains (which came in for a 
sharp attack from the Jana Sangh spokes¬ 
men), however, were stoutly defended by 
Congress members. The most vigorous 
defence was put forth by Mr Chandrajcct 
Yadav. Some members of the ruling 
party pressed for an expeditious solution 
of the Andhra Pradash tangle, but they 
echoed the Prime Minister’s call for return 
to normalcy in the state before a suitable 
formula could to evolved to cater for the 
aspirations of both the Andhra and the 
Telengana regions. 

The Minister for Agriculture, Mr 


Fakhruddin Ali Ahmed informed the Lok 
Sabha today that the state chief ministers 
had unanimously approved the centre’s 
plan to take over the wholesale trade in 
wheat from the current rabi season. The 
following are the salient features of the 
scheme drawn up for the purpose. 

sailent features 

(1) Imposition of a ban on private 
wholesale dealers in wheat all over the 
country. 

(2) Institution of single state wheat 
/ones; cordoning, in addition, of wheat 
surplus /.ones in the producing states as 
well as cordoning of major consuming 
centres and heavily deficit zones: inter¬ 
state movement of wheat products to be 
allowed only by the Food Corpora¬ 
tion of India or other public agencies in 
accordance with the orders of the 
central government. 

(3) Retailers should be permitted to 
operate under appropriate conditions to 
be specified in the licence. Definition 
of a retailer should be functional, depend¬ 
ing on the situation in each state, laying 
down the area of operation, specifying the 
maximum quantity they could deal and 
the retail points they could cover. Such 
licensed retailers and consumers will be 
permitted to buy directly from the gro¬ 
wers. 

(4) Purchases for the government will 
be undertaken by the FCI, the state co¬ 
operative marketing federations and the 
state departments of food and civil sup¬ 
plies and any other public agencies 
designated by the state governments. 
The procured stocks will be taken into 
the central pool and releases will be made 
to the states to meet their reasonable 
requirements. 

(5) The consumer co-operatives in the 
urban areas and the marketing and 
service co-operatives in the rural areas 
should be utilized for retail distribution 
to the maximum extent. 

(6) The procurement and issue prices 
for wheat to be issued from the central 
pool will be uniform throughout the 
country. In the context of expanded 
operations, the procurement and issue 
prices should be fixed in such a manner 


that the subsidy burden is kept within 
reasonable limits. 

(7) Roller flour mills will be allowed to 
do only custom milling. 

The Minister of Finance, Mr Y.B. 
Chavan, informed the Lok Sabha that 
India would seek major reforms in the 
international monetary system at the 
forthcoming meeting of the Ministeriali 
Committee of Twenty, which was likely 
to be held in Washington next month. 
We would seek acceptance of a neutralised 
unit like the Special Drawing Rights as 
the central “intervention currency” to 
replace the dollar and the sterling, he 
added. Mr Chavan further stated that 
India wanted greater inter-nation liquidity 
which should be internationally control¬ 
led, with developing countries having a 
greater say in the international system 
than they had now. 

About the impact of the recent 10 per 
cent devaluation of the US dollar on the 
Indian economy, Mr Chavan’s observa¬ 
tions were on the same lines as indicated 
in this journal last week. The impact, 
he said, would be just marginal on our 
trade with the dollar area. Exports to 
the sterling area should not be affected 
and those to the countries which had 
revalued their currencies to larger extents 
than the appreciation in the rupee vis-a-vis 
the devalued dollar (as a result of 
the floating of the rupee along with 
pound sterling) might be helped. 

power crisis 

The Minister of Irrigation and Power, 
Dr K.L. Rao, assured the Rajya Sabha 
that every effort would be made to solve 
the power crisis in the country through 
an integrated approach to the problems 
which would remove the bottlenecks in 
the way of full power development. 
Agreeing with the member who had 
expressed the view that much of the 
present power shortage was due to lack 
of co-operation among the various agen¬ 
cies concerned with power generation in 
the country, the minister added that it 
had to be examined whether power 
supply in future could be left to the 
states as at present. He cited the exam¬ 
ples of some countries where power 
supply was under one centralised agency. 


BASfBRN ECONOMIST 


392 


MARCH 2 , 1973 



Also being examined by the government. 
Dr Rao revealed, was the question, of 
what, type of co-ordination was required 
to - yield the maximum results. He admitted 
that the consffuction of a large number 
of power projects was behind schedule. 
He, however, felt that the country had 
ample resources to meet the growing 
requirements of power. 

The Minister for External Affairs, Mr 
Swaran Singh, told the Rajya Sabha that 
the government of India had agreed in 
principle to increase in the coming years 
the rate of repatriation of the people of 
Indian origin from Sri Lanka, At the 
official level talks between the two coun¬ 
tries held in Colombo on February 14, 
he disclosed, it had been decided that 
the 1964 Shastri-Bhandarnaike agreement 
should be implemented in full. The 
details of increased repatriation, he said, 
were being worked out by officials of the 
two countries. During the first four 
years after the signing of the above 
agreement, the Minister observed, very 
little repatriation took place since various 
administrative measures could not be 
taken. Till February 17, 1973, 84,801 
persons had been repatriated to India, 
while Sri Lanka had granted citizenship 
to 48,240 persons up to the end of 
November, 1972. 

protection force 

In its third report submitted to Parlia¬ 
ment on February 23, the Railway Con¬ 
vention Committee has observed that 
the railway protection force ‘‘has yet to 
prove its worth as an effective instrument 
for protecting railway property”. It, 
therefore, must be reorganised and given 
adequate powers to function. Noting a 
steady rise in the quantum of compensa¬ 
tion paid by railways for lost goods— 
over Rs 12 crorcs a year now—the 
committee says the railways are losing 
goods traffic to road transport due to 
thefts and pilferage. “More than the 
financial burden cast on the railways, 
what is at stake is the public goodwill 
which the railways cannot afford to lose”. 

In the last two years, most of the claims 
for lost goods, the committee has noted, 
have been for articles of human consump¬ 
tion like foodgrains, sugar, tea, pulses, 
vegetable oils and oilseeds. With thefts 
and pilferage showing a rise of 415 per 
cent between 1968-69 and 1971-72, and the 
value of stolen property also going up, 
“the image of this premier public under¬ 
taking (the Railways) has been tarnished”. 

Pointing out that the places and rail¬ 
way sections where thefts are “endemic” 
being well known to the railways, the 
committee sees no reason why the rail¬ 
ways cannot take effective measures to 
eradicate this evil. It has suggested intro¬ 
duction of the surprise checks at tranship¬ 


ment points to curb thefts and pilferage. 
Special security arrangements, it says, 
should be made at the notorious Mogfial- 
sarai and Garhara yards. 

The committee has also deplored the 
heavy tosses of pig iron and coal from 
trains and yards. This, it feels, is happen¬ 
ing due to “negligence or connivance” of 
railway staff and RPF personnel. 

revision of compensation 

A bill seeking to extend by two years 
the maximum period for which properties 
might be retained after requisitioning by 
the government was introduced by the 
Minister of Works and Housing, Mr 
Bhola Paswan Shastri. According to the 
statement of objects and reasons of the 
bill—the Requisitioning and Acquisition 
of Immovable Property (Amendment) 
Bill—the 1970 amendment act, which 
came into force on March 11 of that year, 
would expire on March 11 this year. A 
large number of properties requisitioned 
under the parent act continued to be in 
the possession of the Ministry of Defence 
and some other ministries. Valuable 
constructions of a permanent nature con¬ 
nected with national defence or the con¬ 
duct of military operations or other 
important public purposes had been put 
up on many of these properties. It was, 
therefore, not considered expedient to 
remove these structures for the purpose 
of restoring these properties to the owners 
pending a decision to acquire or release 
the properties. It was intended to bring 
forward in course of time a comprehen¬ 
sive legislation providing for the revision 
of compensation and also for a longer 
period of requisition. 

The following important information 
was provided in the two Houses of 
Parliament by various ministers this week. 

(1) The central government, in co¬ 
operation with the state governments, 
would try to set up consumer industries 
in the rural areas so that the mass migra¬ 
tion of the rural population to the urban 
areas, noticed during the past decade, 
could be curbed. 

(2) The whole country will be dotted 
with radio stations during the fifth five- 
year Plan period. Every state capital 
would also have a television system by 
1978-79. 

(3) According to tentative estimates, 
Rs 500 to 600 crores would be required 
during the current year for taking over 
the wholesale trade in wheat. The pro¬ 
curement of wheat is expected to be bet¬ 
ween seven and eight million tonnes. 

(4) About two million tonnes of wheat 
and milo are being bought from abroad 
this year. 

(5) There are “bright prospects” of 


establishing a shipyard at Haldia in the 
light of the recommendations of a work¬ 
ing group which went into the question 
recently. 

(6) The per capita income figures com¬ 
piled by the state governments at current 
prices (reference years in brackets) are: 
Andhra Pradesh (1970-71) Rs 545; Assam 
(1969-70) Rs 545; Bihar (1968-69) Rs 402; 
Gujarat (1969-70) Rs 657; Jammu and 
Kashmir (1968-69) Rs 513; Haryana 
(1969-70) Rs 788; Himachal Pradesh 
(1969-70) Rs 563; Kerala (1968-69) Rs 
526; Madhya Pradesh (1970-71) Rs 554; 
Maharashtra (1970-71) Rs 778; Mysore 
(1970-71) Rs 532; Orissa(1967-68) Rs325; 
Punjab (1969-70) Rs 945; Rajasthan (1969- 

70) Rs 480; Tamil Nadu (1970-71) Rs 644; 
Uttar Pradesh (1970-71) Rs 504; West 
Bengal (1970-71) Rs 524; Manipur (1970- 

71) Rs 476 and Tripura (1967-68) Rs 459. 
The figures, of course, are not strictly 
comparable because of the use of different 
concepts, methodology, source materials 
and base years. 

(7) A submarine detector called 
“sonobouy”, capable of picking up under¬ 
water noise and transmitting it to a 
hovering aircraft, has been developed by 
the scientists of the Defence Research 
and Development Organisation. The 
Electronics and Radar Development 
Establishment has designed a sound rang¬ 
ing system to obtain the exact location of 
enemy artillery weapons. 

(8) The Planning Commission would 
soon have detailed discussions with trade 
union leaders on securing the co-operation 
and participation of workers in the 
implementation of the fifth fivo-year 
Plan. 

(9) In the opinion of the government, 
time is* not yet ripe for revoking the 
‘‘emergcncy’ r proclamation. 

(10) The question of bonus to central 
government employees would be consi¬ 
dered only after the Pay Commission’s 
report has been received. 

(11) The government expects to receive 
debt relief to the extent of about $ 148 
million for 1972-73, following a decision 
taken by the Aid-India Consortium in 
June last. The servicing of external debt 
during 1972-73 is estimated to cost the 
country $670.4 million. 

(12) The purchasing power of the rupee 
(measured in terms of the estimates of the 
All India Industrial Workers Consumer 
Price Index with base!949—100) has fallen 
from 46.7 paise in December, 1967 to 
39.2 paise in December, 1972, i. c. by 16 
per cent. 
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A visit to South America-I 


I 

The Andean Group 

In May, 1969, the Ardcan Group— 
Bolivia, Chile, Ecuador, Peru and 
Colombia—signed the Andean Sub¬ 
regional Integration Agreement, the so- 
called ‘Cartagena* Agreement, which 
completed a task begun in 1966 and 
which arose out of problems encoun¬ 
tered in implementing the Latin Ame¬ 
rican- Free Trade Area Treaty. The 
Agreement committed the signatories 
to free subregional trade not later than 
December 3, 1980. 

Although Venezuela was one of the 
original signatories of the Bogota Dec¬ 
laration in 1966 setting out the objec¬ 
tives, its government felt unable to 
participate in the Agreement. The 
problem, which had currently reappear¬ 
ed in that Venezuela's application to 
join in 1972 appeared to founder on 
the very same point, is that most of 
Venezuelan industry is not competitive 


to stand up to free trade. The Andean 
Group is, however, more than a trade 
liberalisation pact. The agreement em¬ 
phasises common industrial policies. In 
fact, the Group's more notable achieve¬ 
ment to date is in agreeing to a common 
policy on foreign investment. In the 
joint commission decision number 24. 
all foreign companies wishing to take 
advantage of the trade liberalisation 
must accept a majority local ownership 
—within 15 years in the case of Colom¬ 
bia, Chile and Peru, and 20 years in 
the case of Bolivia and Ecuador. Cer¬ 
tain sectors of the economy, notably 
banking, insurance, communications 
and transport are barred to new foreign 
investment Furthermore, restrictions 
are placed on the remittance of profits 
when they exceed more than 14* per cent 


annually of the capital employed. Not 
all the countries of the pact however, 
are equally enthusiastic about the 
common policy. 

Intra-regional trade in the period 
1962-1971 grew by 170 per cent to total 
$ 160 million. An automatic 10 per cent 
tariff reduction in 1972 will probably 
have boosted trade even further, while 
the movement towards a Common 
Minimum External Tariff by 1975, 
prior to a CET by 1980, will further 
encourage trade within the region. An 
important feature in intra-regional 
trade in 1971 was that most of the 
growth came from manufactures lather 
than primary products. Not all the 
countries, however, share equally in the 
growth of trade. The share of each 
country in the intra-regional trade is as 
follows: Colombia 44 per cent, Peru 25 
per cent, Ecuador 13 per cent, Chile 
12.5 per cent and Bolivia 5.5 per cent. 

The Andean Pact has made great 


strides since its inception. Agreements 
have been reached covering patents, 
royalties and trademarks. Furthermore, 
the Andean Development Corporation, 
which includes Venezuela, began opera¬ 
tions in 1970 to promote integration. 
By the end of June, 1971, the Corpora¬ 
tion had approved 19 projects for a 
total of $4.5 million. 

In a recent meeting of the Andean 
Group Foreign Ministers, it was decided 
that it was necessary to promote sec¬ 
toral industrial development prog¬ 
rammes and to press ahead with har¬ 
monisation of national industrial poli¬ 
cies. The Andean Group's future will 
not, however, be based on excluding it- 
self from the rest of Latin America. 
Malay Latiq American countries have 


observers at the Commission, while 
Mexico has proposed the creation of a 
Mexican-Andean Economic Commission 
following the establishment between 
Argentina and the Andean Group of a 
similar committee. The group is also ’ 
interested in establishing permanent 
links with the European Economic 
Community. 

II 

BOLIVIA 

Since August. 1971, following a coup 
against General Torres, Colonel Banzer 
has been President. The new govern¬ 
ment aims at widespread political sup¬ 
port for its policies of encouraging pri¬ 
vate investment and joint projects with 
foreign enterprises. Though the govern¬ 
ment has had some success in reviving 
economic growth in 1972, any progress 
must be measured against a back ground 
of a country in which two-thirds of the 
population five in a poverty-stricken and 
illiterate agricultural sector. Industriali¬ 
sation is hampered by the lack of a 
viable home market and membership 
of the Andean Group was undertaken 
in the hope that it will offer a wider 
market. 

Although 1971 was a year of recovery 
and some spectacular growth rates were 
recorded, notably in petroleum, the rise 
in Gross Domestic Product was only 
3.8 per cent compared with an annual 
average rate of seven per cent between 
1965 and 1968. The government announ¬ 
ced in December, 1971, an investment in¬ 
centive programme to encourage indus¬ 
trial development, particularly in mine¬ 
rals, chemicals, electrical and electronic 
goods and motor vehicles. Joint ven¬ 
tures involving capital arc also to be 
favoured in preference to wholly foreign- 
owned enterprises. As an indication of 
its attitude, the government has announ¬ 
ced that the International Metal Proces¬ 
sing Corporation and Phillips Brothers 
of the USA are to receive compensation 
after being nationalised by General 
Torres. The payment of compensation 
for Gulf Oil has yet to be effected, al¬ 
though a figure of $78.6 million was 
fixed in September, 1970. 

In an attempt to promote develop¬ 
ment and to reduce the 20 per cent 
unemployment rate, the government has 
instituted a Public Works Emergency 
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P>an financed from foreign aid and 
loans. Central government aid to deve¬ 
lopment is handicapped by the ineffici¬ 
ent tax collection. A tax reform, prog¬ 
ramme has been proposed, including an 
agricultural land tax and a single stage 
sales tax to replace the present multi¬ 
stage tax. In October, 1972. the govern¬ 
ment devalued the peso by 40 per cent 
to 20 pesos to the US dollar in order to 
increase the peso value of funds obtain¬ 
ed from mineral exports by COMIBOL. 
the state owned mining corporation, 
and thereby reduce somewhat the gov¬ 
ernment financial obligation. However, 
a violent reaction to the devaluation, 
particularly by tin miners and urban 
workers, who considered it an attack 
upon their living standards resulted in 
the temporary imposition of a slate of 
siege. 

The mining sector, although it em¬ 
ploys less than two per cent of the labour 
force and accounts for only 10 per cent 
of GDP. is more important than all 
other sectors because it is the main 
source of foreign exchange. Tin, two- 
thirds of which is produced by COMI¬ 
BOL, and other ores account for over 
80 per cent of exports* In 1970, tin 
exports alone brought in over $ 100 mil¬ 
lion. In 1971, however, the world pi ice 
was not so favourable and, despite an 
increase in production, export revenues 
rose only marginally. Petroleum exports 
have been expanding rapidly in recent 
years, apart from 1970 when production 
declined by 40 per cent as a consequ¬ 
ence of the nationalisation of Gulf Oil 
properties. 

encouraging exports 

In encouraging exports several pro¬ 
jects have been completed or planned, 
including a tin smelter which is 
providing valuable exports. Prospects 
are considered good for the develop¬ 
ment of the substantial Mutun iron-ore 
deposits, which could ptovide the basis 
for a steel industry, intra-regional trade 
represents a higher proportion of Boli¬ 
via’s exports than for either Chile or 
Peru. Chile is Bolivia’s major trading 
partner within the Andean Group, while 
Argentina is its most important trading 
partner in Latin America. 

At the end of August, 1972, total re¬ 
serves stood at $20.7 million, a rise of 
$9.3 million compared with a year ear¬ 
lier. At the end of 1971, Bolivia’s exter¬ 
nal public debt amounted to $591 mil¬ 
lion. a rise of $67 million during the 
year. 

Although imports of many consumer 
goods are prohibited most other goods 
may be freely imported, especially if 
there is insufficient local production. 


There is no exchange control. A 10 per 
cent surcharge is levied on the c.i.f. 
value of most goods. Generally, there 
are no delays with payments for exports 
to Bolivia. 

BOLIVIA: 

Total Trade (in $’s million) 


Exports Imports Balance 


1969 

209 

167 

+42 

1970 

260 

158 

+102 

1971 

222 

171 

+51 


III 

CHILE 

Since gaining power in September. 
1970, at the head of a coalition, Unidacl 
Popular, Dr Allendc has been introduc¬ 
ing fundamental social and economic 
reforms within the limits allowed by the 
constitution. Notable efforts have been 
made to speed up land reform, and the 
Agrarian Reform Corporation has ex 
propriated over one-third of the coun¬ 
try’s productive farmland. Nationalisa¬ 
tion of the country's major resources, 
including nitrate and iron ore as well as 
the banking system, have been under¬ 
taken. The most widely known industry 
to be taken over was the vital copper 
sector. This move was popular, and the 
bill enabling the Government lo expro¬ 
priate the American-owned copper sub¬ 
sidiaries was supported in Congress in 
July, 1971, by the main opposition par 
ly, the Christian Democrats. 

After Dr Allende announced in 
February, 1972, a programme to natio¬ 
nalise 120 firms which represented more 
than half of Chile’s industry, the oppo¬ 
sition sought to limit the President's 
po wet's by passing a constitutional 
amendment which would, in effect, mean 
that the opposition-controlled Congress 
would have a veto on any nationalisa¬ 
tion programme. This has been the 
background to the Congressional wrang¬ 
ling that 1 occurred throughout 1972. 
The issue as yet remains undecided. The 
country is currently in the midst of the 
manocuvrings leading up to Congressio¬ 
nal elections this* month. At present 
the government coalition, whose two 
major parties are the Socialists and the 
Communists, has 17 seats out of 50 in 
the Senate and 57 out of 150 scats in 
the Chamber of Deputies. The results 
of the Congressional election, if they 
gave the opposition parties a two-thirds 
majority in Congress, would enable them 
to override the Presidential veto on the 
constitutional amendments or even im- 
ch the President. A clash last Octo- 
between the lorry owners and the 


government over nationalisation is re¬ 
ported to be part of the same discon¬ 
tent. The discord was brought to an 
end, after a 24-day strike by drivers 
and shopkeepers, by a cabinet reshuffle, 
which brought General Carlos Prats 
Gonzales, the Commander-in-Chicf. and 
two other Senior officers into the gov¬ 
ernment. General Prats, who was ap¬ 
pointed Interior Minister, has assured 
the opposition that the elections due this 
month will be held. On the other hand, 
the cabinet, including the military 
members, recently reaffirmed its com¬ 
mitment to a socialist Chile. 

The current economic position is 
causing concern. Inflation, which bet¬ 
ween January and October 1972. 
amounted to 130 per cent compared 
with 16 per cent in the same period in 

1971, was one factor behind the recent 
troubles. Although the economy has 
recovered from the growth rate of only 

2.5 per cent achieved in 1970 to record a 

7.5 per cent rise in GDP in 1971 and 

1972. much of this was achieved by a 
redistribution policy which rapidly in¬ 
creased wages while holding consumer 
prices down. The favourable results 
were a rapid expansion in industrial 
production (by over 14 per cent in 1971 
and by nine per cent in the first nine 
months of 1972), a fall in unemploy¬ 
ment (from over eight per cent in 1970 to 
under four per cent in 1972) and a more 
equitable distribution of goods. 

shortage* of goods 

A rapid expansion in purchasing 
power and the freeze resulted in short¬ 
ages of some commodities, especially 
food, so that imports rose rapidly. Fur¬ 
thermore. suppressed inflation was ap¬ 
parent by the length of queues and the 
appearance of a black market. A relaxa¬ 
tion of the price freeze in September, 
1972, to reduce these distortions ended 
in a runaway inflation. The government 
has attempted to stabilise the situation 
by credit restrictions and has introduced 
rationing for 40 basic food items. Gua¬ 
ranteed incomes for farmers may also 
be offered to dissuade them from send¬ 
ing food to the black market. 

The mining and quarrying sector ac¬ 
counts for about 10 per cent of GDP 
and employs just over three per cent of 
the work force. However, its importance 
to the economy is shown by the fact 
that copper alone accounts for about 
70 per cent of exports, and along with 
iron ore, nitrates and iodine, for over 
85 per cent. Much concern has there¬ 
fore been expressed about the lutest 
moves of one of the American compa¬ 
nies whose facilities were nationalised 
in 1971 and which, since it considers 
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that it lias not received adequate aim* 
pcnsation from Chilean courts, is seek¬ 
ing legal redress overseas. The Chilean 
government regards these activities as a 
threat to its sovereignty and as further 
evidence that major international com¬ 
panies are putting an embargo on Chile. 
The matter is complicated because when 
the mines were nationalised a figure to 
include “excess” profits between 1955- 
70 was offset against the book value of 
the companies' assets with the eirecl 
that only one of the companies was due 
to receive any cash. Since taking over 
the mines, the state organisation has 
had to face a period of readjustment, 
including industrial relations as a spe¬ 
cial problem. Output at the older mines 
especially at Chuquicarnata, has fallen, 
while production at the newer mines, 
Andina and Exotica, has not expanded 
as quickly as the planners planned. 
Furthermore, falling copper prices in 
the world market have resulted, accord¬ 
ing to the Chilean Finance Minister. 
Orlando Millas, in a loss of $ 187 mil¬ 
lion over the last two years. 

The lack of foreign exchange is acute. 
At the end of February, 1972, total re¬ 
serves stood at only $ 193.1 million, a 
fall of $ 152.1 million compared with a 
year earlier. The Finance Minister re¬ 
cently admitted, however, that net re¬ 
serves were as low as $80 million. The 
Minister also reported that Chile had 
not received any credit in 1972 from the 
World Bank, the Inter-American Deve¬ 


lopment uamt or me united Mates 
Export-Import Bank. In comparison, 
Chile had received more than $ 1,000 
million from these organisations in the 
seven years prior to 1971. The govern¬ 
ment has re-schedulcd part of its foreign 
indebtedness, estimated at about $3,700 
million. In April, 1972, it was announc¬ 
ed that 70 per cent of Chile’s debt re¬ 
payments maturing between November, 
1971, and December, 1972, would be 
postponed until 1975. This has meant 
a respite for Chile, and it is expected 
that a further re-scheduling of the debts 
due in 1973 will also take place. The 
balance of payments, although oflicial 
statistics arc unavailable, is thought to 
be deteriorating. Apart from the set¬ 
back to copper exports, imports have 
been rising to meet consumer demand 
while food imports have nearly doubled 
in two years to an estimated $400 mil¬ 
lion in 1972. Furthermore, long-term 
capital inflows have dried up and a net 
outflow is thought to have occurred 
during 1972. However, a recent trip to 
the USSR by President AUende has se¬ 
cured credits, loans and food totalling 
$365 million. 

The import of certain goods is prohi¬ 
bited. All permitted imports must be 
registered with the Central Bank before 
a firm order is placed. Shipment must 
be made within 150 days of the regula¬ 
tion date. Import deposits of 10,000 per 
cent of the c.i.f. value are required on 
a wide range of goods. Under a multiple 


exchange rate system, payments for im¬ 
ports is made at one of four different 
dollar exchange rates. For some goods 
payment by letter of credit is prohibited. 
In most cases importers enter into for¬ 
ward exchange contracts, which cannot 
be made earlier than 50 days from the 
date of the bill of lading Arrangements 
to cover the cost of most imported goods 
must be made within a maximum of IS 
days from the date of the bill of lading. 
Foreign exchange becomes available to 
importers 122 days after the date of the 
bill of lading. There are no delays with 
short-term payments for exports to 
Chile. 

CHILE 

Total Trade (in $'s million) 


Exports Imports Balance 

1968 937 714 +194 

1969 1,069 907 +162 

1970 1,237 931 +316 


Sources And Acknowledgements: The 
foregoing in the first of two articles 
summarising an exclusive report on the 
Andean Group kindly sent me on your 
behalf by Barclays Group, intelligence 
Unit (54 Lombard St, London EC3P: 
3AH) but the BGLU is responsible nei¬ 
ther for the emphasis of my summary 
nor for my interspersed comments. Next 
week’s article will cover Ecuador. Peru 
and Colombia. 


The lingering 


E. B. Brook 

Vienna. 


monetary crisis 


The story of the past few weeks in 
which the world saw yet another 
monetary crisis will have lost much of its 
urgency within a few days but the after- 
math is not only still with us but is likely 
to be with us for some time. It has 
emphasized as scarcely ever before the 
sometime malicius interplay of economics 
and politics; it has affected international 
and inter-class relations and it will not 
be without its effect on Europe’s next 
major political occasion, the French 
general elections on March 4 and 11. 
Above all, it is forcing all Common Mar¬ 
ket spokesmen and governments to stress 
urgently the need to move ahead with 
monetary reform and international trade 
negotiations. 

The past ten and particularly, the 


last seven years have been uncommonly 
trying and anxious for all who have any¬ 
thing, of however humble a nature, to do 
with money internationally and lucky in¬ 
deed is the man whose fingers have not, 
often through no fault of his own, been 
burnt. Possibly, when it is possible to 
look back on this period from the calm 
of a more settled monetary period these 
crises will be seen as a necessary catalyst 
to move the European and north American 
currencies from the emergency structure 
they adopted at the last war’s end at 
Bretton Woods and adapted far too insuf¬ 
ficiently in December 1971 at Washing¬ 
ton to a system suited to the fact that the 
world had evolved four great economic 
blocs—the USA, west Europe in the com¬ 
mon Market, Japan and the Comecon 
area with its non-convertible currencies. 


There is much force in the American 
complaint that for nearly 20 years an in¬ 
creasingly recovered and prosperous west 
Europe, made convalescent by US Mar¬ 
shall aid and increasingly prosperous by 
the use of the US dollar as the unit of in¬ 
ternational commerce, and safe from real 
or imagined dangers from the communist 
east by US forces and armaments, has 
failed to shoulder its fiscal and military 
responsibilities. There is not a little 
force also in west Europe’s complaint 
that the Congress of the land that gene¬ 
rously sent the Marshall Aid nearly 30 
years ago is today firmly of a protec¬ 
tionist mentality. 

The strains in international economic 
interests have recently been increased by 
the fact that Britain has joined the Com- 
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moo Market with very different ideas to 
those of France. It will not be long 
before the British Prime Minister has to 
decide whether he can afford to sacrifice 
Brltaiin's economic interests to Common 
Market solidarity. The Europeans have 
not yet, despite much discussion, been 
able to make up their minds on the basic 
issues of monetary reform; the Interna* 
tional Monetary Fund’s “Group of Twen¬ 
ty” has made almost no progress on the 
subject and the French and American 
positions over monetary reform appear 
still to be poles apart. 

France remains deeply attached to 
gold as the basis of the world monetary 
system and appears to have some support 
for this view from Japan. By contrast, 
the Americans want to phase gold out 
and give the so-called “paper gold” the 
Special Drawing Rights priority in world 
finance. Even more acutely, France and 
the USA differ over the correct method 
to adjust fundamental disequilibriums in 
finance; France insists that the responsi¬ 
bility lies with the deficit country—in the 
current case, the USA—while the Ameri¬ 
cans argue that surplus as well as deficit 
countries must recognize a clear duty to 
resolve monetary disequilibrium in a new 
system of monetary management. In the 
US view, Japan made a major contribu¬ 
tion to the latest crisis by allowing the 
yen to float upwards. 

British position 

On the whole, the British position 
seems to be closer to that of, the Ameri¬ 
cans than that of the French but much 
will depend on arguments at the Common 
Market Finance Ministers* meeting on 
March 21 to prepare for the meeting of 
the Group of Twenty at ministerial level 
in Washington at the end of the month. 
If these two meetings fail to find a rela¬ 
tively common position over monetary 
reform the danger of yet another currency 
crisis would be that much greater. 

On trade negotiations, also, there is 
as yet little common ground within the 
Common Market in preparing a mandate 
for the wide-reaching GATT negotiations 
that are due to open in September also 
at ministerial level in Tokyo. There is 
danger both of a split within the Com¬ 
mon Market itself with Britain and 
France on different sides and of a colli¬ 
sion course with the USA. 

At the same time there is some real 
danger that the USA will adopt unilateral 
protectionist trade measures before the 
world-wide round of trade talks gets under 
way. ' While France is foremost in the 
Common Market’s current arguments with 
the USA. opposing the American claim 


for compensation under the GATT rules 
for the European Community’s enlarge¬ 
ment on the grounds that the enlargement 
has reduced American access to the 
British market for agricultural products, 
Britain is becoming increasingly sensitive 
to the protectionist draughts in the U S 
capital. This year will almost inevitably 
be a time of tension for the Common 
Market, both within and without and its 
colleagues are waiting with interest to see 
what France's elections early this month 
will produce. 

The Gaullist government of President 
Pompidou appears to be challenged with 
unexpected strength by the combined 
forces of the socialist and communist 
Left, with a reform group of more rightist 
tinge attached. The President has rather 
testily recognized the challenge by utter¬ 
ing threats to refuse to work with such 
a combined Left government and even 
to disregard deliberately a socialist suceess 
and order new elections and resign if the 
left coalition proved successful again. 
While such an attitude seems to confirm 
the growing outside impression of the 
unyielding character of France’s present 
rulers it is unfortunate that France persis¬ 
tently presents so ultra-conservative an 
image of itself. 

France has, in the last few years, 
moved a long wav towards official work¬ 
ing together with the trades unions in 
determining internal industrial policy and 
conditions. Only 12 per cent of the 
active population now works on the land, 
compared with nearly 30 per cent twenty 
years ago although France is still, in dis¬ 


tribution of population between industry 
and agriculture, where Britain was nearly 
a century ago. There is also far more 
development of the French regions and 
less overwhelming emphasis on Pare, 
although there remains in France a very 
high level of social inequality. 

The most significant factor in France’s 
attitude within the Common Market is 
its determination to put economic growth 
first as a policy for itself. Social reform 
comes very low down in almost any 
French government’s list of priorities. 
France is today more open than ever 
before to foreign investment and foreign 
industrial cooperation but all control 
not only remains essentially French but 
also highly centralized. It is not far from 
the truth to remark that of almost all the 
Common Market’s members—original 
and new—France is the most centralized 
in method of government, in control of 
policy and essentially conservative in 
policy and sentiment. 

These attitudes may not only be im¬ 
portant for the imminent general elections 
but in international discussions also. A 
France on the defensive within the Com¬ 
mon Market against transatlantic power 
in international commerce could have 
some far-reaching effects on the future 
path of world trading and the character 
of world currencies. As President Pompi¬ 
dou himself remarked: “The beautiful old 
France is dead”: the modern France is 
that of its second industrial revolution, 
and in France change can be not only ex¬ 
traordinarily rapid but uncommonly far- 
reaching, 
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The feeling of assurance about railway finan¬ 
ces, derived from the estimated surplus and the 
general optimism of the budget speech, could 
hardly obscure from view the cracks and leaks in 
the administration of this vital transport service. 
After all, the correct measure of the successful 
working of railways is not merely in the neat 
balancing of accounts but in the efficiency of 
their services and the contribution they make to¬ 
wards the solution of the all-important problem 
of securing larger production and better distribu¬ 
tion. To a public anxiously waiting for an im¬ 
provement, which they could directly see and ex¬ 
perience in the context of their daily life, a 


message of cheer from the Railway Minister that 
we had turned the corner could not bring much 
solace. 

And the state of public discontent was 
clearly reflected in the general debate on the bud¬ 
get and the discussion on the cut motions on 
various demands for grants moved in the legisla¬ 
ture during the last week. The general tone of 
criticism was moderate and there was no vehe¬ 
mence, nor were the cut motions pressed to a 
division. But the content of the debate left no 
doubt that the Railway Minister has much to 
answer for and that the railway administration 
needs to be jerked out of its complacence. 
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PLANNING IN ASIA-V 

Malaysia: ‘Rukunegara’ H,r tr 

is the guide 


Peace during the fifties, prosperity dur¬ 
ing the sixties and social justice during 
the seventies, seems to be the sequence 
of Malaysian achievements. 

When the campaign against the mili¬ 
tant communist terrorists was success¬ 
fully concluded in I960, the private sector 
flourished in response to the fresh oppor¬ 
tunities for investment and growth. 
During the decade 1960-1970, the average 
rate of growth was around 7.3 per cent. 
This period also saw the implementation 
of Malayan second five year Plan, 1961- 
65 and, following the formation of 
Malaysia in 1963, the first Malaysian 
Plan, 1966-70. 

racial disturbances 

The story of growth during the sixties 
was marred by the racial disturbances of 
May 1969, which brought to surface the 
deep malady that challenged the unity of 
the nation. It was felt that the fruits of 
development had not been well distri¬ 
buted among the rural population of the 
country. Consequently, the second 
Malaysian Plan, 1971-75, proposed to 
give high priority lo social justice, which 
alone could lead to true development 
and national unity. 

Malaysia today is guided by the 
principle of Rukunegara^ which in Malay 
language means pillars of nation. The 
five pillars that counstitute this principle 
are: Belief in God, Loyalty to the King 
and the Country, Upholding the Consti¬ 
tution, Rule of Law, Good moral be¬ 
haviour. The concept of Rukunegara , 
proclaimed on August 31, 1970, was the 
“national consensus and commitment to 
the task creating a united, socially just, 
economically equitable and progressive 
Malaysian nation.” 

The New Economic Policy (NEP), 
which forms the basis of the second 
Malaysian Plan, is one of the main ins¬ 
truments of Rukunegara . The NEP 
states that development should eradicate 
poverty, irrespective of race, and re¬ 
structure Malaysian society to reduce and 
eventually eliminate the identification of 
race with economic function. In practice. 


therefore, the NEP aims at improving 
the lot of the Malay people, who form 
nearly 42 per cent of the population and 
control much lower share of means 
of production as compared to the 
Chinese, who number almost equal to the 
Malays. In that context the second 
Malaysian Plan is biased in favour of 
social justice. 

The second Malaysian Plan aims at a 
6.5 per cent annual real rate of growth 
of GNP, which is considerably higher 
than the target that was fixed for the 
first Plan (1966-70) at 4.9 per cent. It 
may be added that the actual achieve¬ 
ment during the first Plan period was 
arouud 6.0 per cent in terms of real rate 
of growth of GNP. The target of 6.5 
per cent, therefore, is not ambitious at 
all, and is likely to be achieved. A signi¬ 
ficant shift in the second Plan as against 
the first is its greatly increased public 
expenditure, which is expected to be at- 
least 6,000 million MS as against 3,500 
million M$ during 1966-70. The public 
development expenditure in the field of 
agriculture is more than 30 per cent of 
the total, and has increased over the two 
plans from 1,099 million MS to 1,921 
million M$. Expenditure in the fields of 
commerce, industry and transport has 
more than doubled, showing again a 
shift in emphasis from diversification of 
primary products to supporting industry 
and business with the hope of associating 
more of the Malays and other indigenous 
communities in these fields. 

resources for development 

The resources for the public develop¬ 
ment expenditure are to be raised by the 
government from current revenue sur¬ 
pluses (1,810 mn MS), domestic borrow¬ 
ings from the non-banking sector (2,245 
mn MS), domestic banking sector (1.285 
mn MS)* foreign borrowings (720 mn 
MS) and foreign grants (190 inn MS). It 
may be added that the government has 
already raised a loan of 141 mn Ms from 
a consortium of 32 banks headed by the 
Bank of Toronto and including local 
banks. 

Agricultural sector, which generates a 


third of Malaysia’s GDP and provides 
jobs to at least half of the working popus 
lation, is expected to grow at the rate of 
8.3 per cent a year between 1971 and 
1975. The Plan has also targeted a rise 
in agricultural employment of at least 1.7 
per cent annually. Both these targets can¬ 
not be achieved unless the proposed land 
development of 150,000 acres per year in 
West Malaysia, 30,560 acres and 31,400 
acres per year in Sarawak and Sabah res¬ 
pectively, is accomplished. 

During the period of the Plan, produc¬ 
tion of rubber, palm oil and kernal and 
fish is expected to grow more rapidly than 
the general average of 8.3 per cent. The 
output of rice and pineapple is expected 
to grow less rapidly than the average. 
Timber production is expected to grow 
slowly still, as it has reached a high level 
in West Malaysia already. 

major departure 

Employment is also expected to in¬ 
crease in industry. In fact the move to 
make labour a more attractive factor of 
production is a major departure from the 
past practice and is an important feature 
of the Plan. In 1971 the payroll tax was 
abolished to encourage labour intensive 
industries. Also, a new incentive known 
as 'labour utilisation relief’ has been in¬ 
corporated into the Investment Incentive 
Act of 1968. The Act also offered various 
kinds of inducements to investors from 
abroad, such as income tax relief, invest¬ 
ment tax credit, accelerated depreciation 
and special export allowance. Foreign 
business in Malaysia has annualy obtain¬ 
ed an average return of 340 mn M$ by 
way of profit, dividend and interest bet¬ 
ween 1964 and 1971, but the amount paid 
abroad has been much lower, as a large 
part of it was re-invested. 

The government has indicated certain 
industries that it wants to be promoted, 
which include integrated timber products 
complexes, agro-industries, electrical 
household appliances and parts, light en¬ 
gineering products, automotive compon¬ 
ents and bicycle parts, machine tools, an 
petrochemicals. A number of well-know 
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companies such as GEC, (electrical 
equipment), J. and P. Coats (threads), 
Dunlop and Goodyear (tyres and tubes) 
are comining in for investments along 
with various small ones. 

The strength of Malaysian economy 
lies in its export earnings and foreign 
reserves. It may be added that foreign 
reserves have always remained respect¬ 
ably high. Rubber alone accounts for 
30 per cent of total export earnings. To 
improve the state of rubber industry, five 
new bills have been approved by the 
Malaysian Parliament. They aim, with¬ 
out nationalisation, to restructure the 
marketing system to cut out excessive 
speculation and to make dealings between 
producers and consumers more direct. 
The small holders are to be given shares 
in the new 150,000 acres to be opened 
soon for rubber planting, and their wor¬ 
kers will be given preference to work as 
estate labour in the new areas. This is 
a part of an effort to give the small hol¬ 
ders an increased stake in the country’s 
wealth. The new areas will be managed 
by the newly established Rubber Industry 
Smallholders’ Development Authority 
(RISDA). 

co ordinated system 

The government has, however, expres¬ 
sed inability to raise resources to imple¬ 
ment the stockpile system needed to 
guarantee minimum price. Malaysia is, 
however, trying to establish a co-ordinat¬ 
ed marketing system with other produc¬ 
ing countries (Indonesia, Singapore, Sri 
Lanka, Thailand and Vietnam) to stabi-j 
lise prices us far as possible. 

Malaysian tin industry is also impor¬ 
tant as exchange earner and is considered 
to be in good health. In fact during the 
first six months of 1972 tin export earn¬ 
ings rose by three per cent over the same 
period in 1971. Exports of timber and 
palm oil also have looked up recently. It 
may be added that apart from the con¬ 
tribution of the favourable balance of 
trade, Malaysia’s external resources have 
continued to rise due to the inflow of 
foreign capital and external borrowings 
by the government. It is hoped that the 
Plan will be able to make full use of this 
favourable situation to establish a stable 
economy, as also a just society. 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 1 
so much in repair and renovation costs..,, 
you'll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

Th» vtnatll* floor-covering ■ For bettor living 

India Linoleums Ltd., 
P.O. Boiapur, 84 Parganas, West Bengal. 
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Public Expenditure Analysis ofFers an 
excellent expose of normative and positive 
aspects of the subject. It contains recent 
contributions (i.c. since early 1950s) of 
the authorities on the subject like Jan 
Tinbergen, Richard Musgrave, Paul 
Samuelson, John Head and a number of 
other well-known authors in the field of 
public finance. 

Public expenditure analysis is inherently 
intricate as the various objectives pursued 
and the fiscal instruments used in the pub¬ 
lic expenditure process arc often conflict¬ 
ing. The consequence of this is that the 
subject absorbs at present the energies not 
only of economists but also of political 
scientists and sociologists. Also, the study 
of public expenditure has attracted the 
attention not only of those interested in 
public finance but also of those engaged 
in studying development economics. Since 
the main objective of social policy has 
undergone a change of emphasis and aims 
at achieving both ‘equity* and ‘efficiency’, 
the nature and scope of public expendi¬ 
ture analysis has also widened. 

threefold classification 

The existing volume of literature on this 
subject has been classified into threefold 
division: (i) normative aspects, (ii) positive 
aspects, and (iii) applied aspects. 

Public expenditure literature that basi¬ 
cally deals with questions such as what 
should be the appropriate level and com¬ 
position of government spending and other 
ancillary questions may be grouped under 
the normative category. In this context, 
the most debated issues with normative 
overtones are questions such as what 
constitute^ social justice, analysis of 
market failures and public good and nor¬ 


mative solutions for allocation and distri¬ 
bution of resources. This may well be 
referred to as a pure theory of public 
expenditure. 

It is necessary to understand various 
approaches to the normative solutions to 
the problems of public expenditure. We 
notice here three approaches to the con¬ 
ceptualisation of the social choice : pure 
individualistic approach, pure collective 
approach and para individualistic ap¬ 
proach. The pure individualistic approach 
asserts that social choice must be based 
on individual choice and that public ex¬ 
penditure must reflect individual prefe¬ 
rences. 

normative solution 

This approach serves as the basis 
for the normative solutions by authors 
like Richard Musgrave and Paul Samuel¬ 
son. On the other hand, authors like 
Colm, Lindblom and Wildavasky adopt the 
pure collective approach and underscore 
the role of collective institutions (as op¬ 
posed to individual preferences) for social 
justice. According to this approach, it is 
the responsibility of the public authority 
to impose a policy of general welfare. Peter 
Steiner calls this approach ‘public interest’ 
approach. The third approach, namely 
para individualistic (or para collective) 
approach retains consumer sovereignty as 
the basis for decision-making, but the 
actual social choice is considered to be 
“the outcome of the interactions between 
collective fiscal institutions and individual 
maximizing behaviour.” The names of 
Anthony Downs, James Buchanan, Ro¬ 
land McKean and Gorden Tullock are 
associated with this approach. All the 
above three approaches propose their 
respective normative solutions to the 
problems of optimum allocation and dis¬ 
tribution of national resources. 


Apart from the normative formulations* 
positive approach or anaylsis has also a 
vital role in policy-making. The positive 
aspects of public expenditure analysis 
deaj with “the formulation and empirical 
verification of relevant behavioural hypo¬ 
theses. “Two hypotheses, namely Wag¬ 
ner’s Law and the Displacement Effect 
arc two types of empirical studies which 
represent a major part of the literature 
dealing with the positive aspects of 
public expenditure analysis. As is well- 
known, Wagner’s Law maintains that 
public expenditure goes on increasing in 
a ‘progressive* state due to factors such 
as expansion in the administrative and 
protective functions of the state, an ex¬ 
pansion of‘cultural and welfare’ expendi¬ 
tures, particularly for education, and an 
expansion in public investment activity. 
All the three arc being associated more 
and more with a ‘progressive’ state. 

stepwise growth 

The Displacement Effect, on the basis 
of empirical study of the British govern¬ 
ment expenditure, suggests that “public 
spending grew over time not at a cons¬ 
tant rate, but roughly stepwise.” Social 
disturbances such as war, according to 
this approach, create a displacement 
effect, shifting public expenditure (and 
therefore public revenue also) to new 
levels or a new plateau where it stabilises 
until the next disturbance shifts it to a 
higher plateau or level. The displacement 
effect hypothesis seems to have been 
favoured by many critics, though all em¬ 
pirical studies do not validate the propo¬ 
sition. 

As regards empirical approach, over 
the past two decades there have been a 
number of empirical studies to test the 
various hypotheses some of which have 
been stated above. The scope of these 
empirical studies ranges from interna¬ 
tional comparative studies to local studies 
at the level of a country. Some of the 
overall results of these empirical studies 
are quite instructive. Thus it is found 
that total expenditure bears no relation 
to the level of economic development 
(although some components do); that the 
shifts in public expenditure for war and 
other social crises do not always cause a 
stepwise increase in civil public expendi¬ 
ture, that the nature of economic system 
has no relation to the development in the 
total public expenditure (although this is 
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not true for specific public expenditure); 
and that centrally planned economies 
spend relatively more on education, non- 
military security and R & D than capita¬ 
list countries. 

If the normative analysis attempts to 
formulate optimising solutions and the 
positive approach attempts to test be¬ 
havioural hypotheses, in applied analysis 
the task i9 that of decision-making. The 
existing literature on the applied aspects 
of public expenditure analysis deals with 
the operational aspects of public spending, 
It covers the subject of budgetary process. 
At present programme budgeting is being 
practised and with the help of cost-benefit 
analysis, the programme budgeting has 
been trying to achieve maximum efficiency 
in public expenditure. 

From the reading of the essays in this 
book, one realises how very comprehen¬ 
sive and complicated the analysis of grow¬ 
ing pnblic expenditure has become during 
the last two or three decades. The issues 
involved range from basic macro ques¬ 
tions to essentially micro problems. The 
problem of analysis of public spending 
becomes more complex because while the 
analysis concentrates mostly on economic 
aspects, the actual public expenditure 
process entails many non-economic consi¬ 
derations. Fortunately, as is pointed out 
in some of the essays, there is a continual 
feedback in the normative, positive and 
applied facets of public expenditure eco¬ 
nomics. 

The book makes heavy reading and is 
meant for the fairly advanced students of 
economics. The book will be certainly 
found useful by students of public finance 
and economics of development. One very 
much wishes that some of the Indian 
students of public finance undertake posi¬ 
tive and applied studies in the field of 
public expenditure in India since 1951 on 
lines suggested in some of the essays in 
this book, especially with a view to testing 
various hypotheses put forward by the 
spending authorities in India. Students 
thinking of such studies will find much 
to think about and chew in this excellent¬ 
ly edited book. 

STOCK EXCHANGES 

Working of Stock Exchanges in India 
makes an attempt to assess their perfor¬ 
mance in the economic and administrative 
fields i.e, functions of providing an orga¬ 
nised market for securities, canalising 
savings into Indian industries and popu¬ 
larising shareownership among individuals 
and institutions. Since the Indian public 
in general hardly knows anything about a 
stock exchange and its functioning or 
since more probably they have wrong and 


often misleading, notions about the sub¬ 
ject, appearance of a book on the subject 
was overdue and U.L. Gupta has done 
well to fill that long-felt gap. 

The underdeveloped countries striving 
to raise the living standard of their masses 
cannot depend entirely on imports of 
capital which can play only subordinate 
role in development. It must be realised 
that ultimately economic development 
rests on the corner-stone of domestic 
savings. Though underdeveloped coun¬ 
tries are poor, there is ample scope for 
the mobilisation of domestic savings in 
those countries, provided safe and liquid 
investment opportunities are made avail¬ 
able to people. The corporate form of 
industrial organisation is best suited to 
mobilise small and scattered savings of 
the people. Savings will have to be mobi¬ 
lised on public account also through 
government and semi-governmental bor¬ 
rowings to finance public sector enter¬ 
prises. This means if the corporate sector 
and the government borrowings are to 
grow in size, it is essential that there 
must be an organised security market to 
provide liquidity and price continuity to 
invested capital. Hence the need of 
stock exchanges even in developing 
countries. 

valuable to investor 

It is obvious that a stock exchange is 
of great value to the investor, the corpo¬ 
rate enterprise, the government, the com¬ 
mercial banker, other financial institutions 
and to the economy as a whole. In fact 
it operates as the nerve centre of a 
nation’s finance and industry. This is so 
because a well-managed stock exchange 
performs various functions such as giving 
existing securities sufficient marketability 
and price continuity, setting prices for 
securities reflecting their investment 
worth, providing safety and liquidity for 
investment, inducing and directing the 
allocation of savings into various produc¬ 
tive channels and promoting wide share- 
ownership among people and institutions. 

The stock market in India is more than 
a century old and its history is marked by 
ups and downs. Thus there were booms 
in the Indian security market in 1860-65, 
1904-08, 1914-21, 1937, 1943-46 and 

1959-62, slump following each boom. One 
great advantage that emerged out of these 
booms and slumps was the establishment 
of a regular security market in India. At 
present there are eight stock exchanges 
in India recognised by the government 
under the Securities Contracts (Regula¬ 
tion) Act, 1956. Obviously this is a small 
number considering the size of the coun¬ 
try and the number of potential investors. 

At present there is an acute dearth of 


detailed statistical information regarding 
securities in India because the Indian 
stock exchanges do not publish any in¬ 
formation whatsoever pertaining to their 
volume of business, ownership pattern of 
the listed stock, member borrowings, 
shares delivered and carried over, margins 
collected, etc, etc. Most of the informa¬ 
tion is kept strictly confidential, though 
the same is necessary to the formulation 
of a proper national investment policy. 

public securities 

In terms of paid-up value, the public se¬ 
curities constitute 77* 1 per cent and cor¬ 
porate securities 22.9 per cent of the secu¬ 
rities listed in the Indian stock exchanges. 
Individuals hold only 1.2 percent of the 
public securities as they do not provide 
any hedge against inflation. Public secu¬ 
rities are mostly held by financial institu¬ 
tions. Among corporate securities, equi¬ 
ties provide possibly the best hedge 
against inflation. Further, it is found 
that there is a concentration of listing of 
corporate securities, both in number and 
value, at Bombay and Calcutta stock 
exchanges. The regional industrial pat¬ 
tern generally indicates a marked regional 
trend in listing. Also, it is found that 
most of the companies are now listed on 
one stock exchange only. Enlistment of 
corporate scrips on more than one stock 
exchange simultaneously will improve 
their liquidity. Further, the denomination 
of corporate securities is generally high 
and should be lowered if corporate owner¬ 
ship is to be broadbased. 

In the light of the various existing 
defects in the Indian stock exchanges, the 
author has made a number of useful sug¬ 
gestions for their improvement. He has 
suggested that Indian stock exchanges 
should strive to achieve a constant 
growth in the number and paid-up capi¬ 
tal of listed companies. At present only 
a small number of non-government public 
limited companies is listed on the Indian 
stock exchanges which seem to be discri¬ 
minating against small-si/ed public limited 
companies. The Indian stock exchanges 
should also list securities of small-sized 
efficiently run concerns Since there 
seems to be a large measure of harmful 
speculation, to curb this, co-ordination of 
action on the part of stock exchanges in 
case of cleared securities common to 
them, stricter enforcement of margin and 
other requirements, chosen and selected 
membership and greater dissemination of 
information about corporate securities 
have been suggested. There is a vast 
scope for the mobilisation of savings in 
India, particularly in the urban house¬ 
hold sector. Indian stock exchanges 
through vigorous publicity measures can 
certainly induce people to divert part of 
their savings which are at present invested 
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in gold and jewellery into corporate securi¬ 
ties. The Indian stock exchanges should 
take greater interest in the small savers 
in the country and create confidence in 
them. In addition, the author has made 
a number of useful suggestions regarding 
matters such as rules of listing, margin, 
member borrowings, publication of 
information, etc., meant to improve the 
day-to-day working of the Indian stock 
exchanges. 

It is possible that embryonic stock ex¬ 
changes were often turned by powerful 
speculators into gambling dens in the 
past arousing public resentment and criti¬ 
cism. But in a country that has accepted 
the pattern of mixed economy abolitionof 
stock exchanges is no solution to the pro¬ 
blem for it will only mean throwing the ba¬ 
by with the bath water. Working of stock 
exchanges should therefore be improved to 
enable them to do efficiently their func¬ 
tions of effective mobilisation of savings 
and distribution of sharcowncrship among 
the vast masses of people which is so 
necessary to build an egalitarian society. 

There is immense amount of ignorance 
among the general public about stock 
exchanges and their functions. Dr. U.L. 
Gupta has therefore rendered yeoman's 
service in this field by publishing this 
excellent book. 

STRIKES AND LOCKOUTS 

We often hear of strikes and lock-outs 
in various industrial establishments in 
India, both in the public and private 
sectors. The layman has only same vague 
and general ideas about these strikes and 
lock-outs and hardly knows the various 
legal provisions in regard to them. V.P. 
Arya has done well to bring out a small 
booklet Strikes and Lock-Outs—Law and 
Practice explaining the important legal 
provisions and practices in this matter in 
a lucid manner. 

The aim of the book is to set out the 
rights and obligations of employers and 
employees when confronted with strikes 
and lock-out situations. The author has 
explained not only the ‘how’ and *why' of 
the statutory provisions but also the 
accepted principles as enunciated by judi¬ 
cial decisions. This being the second edi¬ 
tion of the book, the author has taken 
care to include references to recent judi¬ 
cial decisions and other relevant matter 
from the Report of National Commission 
on Labour. 

The author begins by giving the legal 
definition of a strike which means “cessa¬ 
tion of work by a body of persons em¬ 
ployed in any industry acting in combina¬ 
tion, or a concerted refusal under common 


understanding, of any number of persons 
who are or have been so employed to 
continue to work or to accept employ¬ 
ment.’* Thus the essential features of a 
strike are (i) plurality of workmen, (ii) 
stoppage of work or refusal to work, and 
(iii) combination or concerted action. It 
should be noted that length or duration 
of stoppage is immaterial. Motive behind 
cessation of work is also not material; 
only the cessation of work must be in 
defiance of the authority of the employer. 
Is refusal to work overtime a strike? The 
judicial decisions are to the effect that 
“a strike to be constituted, the work 
refused must be work which the employer 
is entitled to insist upon or which the em¬ 
ployees are under an obligation to per¬ 
form.” “It may be, however, the obliga¬ 
tion could be inferred from the customary 
terms of the individual contract of em¬ 
ployment where it was a custom in that 
industry to work overtime when reason¬ 
ably demanded.” 

various forms 

There are various types and forms of 
strikes such as sympathetic strike, politi¬ 
cal strike, general strike, hunger strike, 
token strike, lightening strike, work-to- 
rule’, stay-in-strike, go-slow and so on. 
The problems which are thrown up by 
work-to-rule, stay-in strike and go-slow 
are all very complex and the author has 
examined, with reference to various judi¬ 
cial decisions, the legal position in regard 
to each one of them. They have to do 
more with the Code of Conduct and the 
Code of Discipline rather than with the 
legal provisions. 

Lock-out is a weapon available to the 
employer to persuade by a coercive pro¬ 
cess the employees to see his point of 
view, and accept his demand. The author 
is of the opinion that the statutory defini¬ 
tion of lock-out as given in Section 2(1) 
of the Industrial Disputes Act, 1947 is 
vague, incomplete and imprecise. It 
should be noted that discharge and 
retrenchment of workmen does not 
amount to a lock-out. To constitute lock¬ 
out, closing of place of business must be 
an act of reprisal. Also, closing down of 
business docs not mean lock-out nor does 
lay-off which may be necessitated by busi¬ 
ness conditions or trade reasons mean a 
lock-out. Also, alteration of the condi¬ 
tions of work does not amount to a lock¬ 
out. 

What about workers’ right to strike? 
The author is of the opinion that though 
under the Constitution the workers have a 
right to form trade unions, there is no 
fundamental right to strike. But a strike 
may be regarded as part of the bargaining 


process. But a strike can often take ' 
grotesque forifts puck as mass sickness, 
mass casual leave and so on as evidenced 
by recent strikes in some of our nationa-' 
Used industries especially our nationa¬ 
lised airlines. Workers seem to concen¬ 
trate, according to the author, on their 
demand, no matter what the effect of 
their action will be on consumers and the 
national economy. The author opines 
that our labour has, by and large, become 
a sector where strikes are indulged in for 
any sort of reason, however unjustifiable, 
or sometimes for no reason at all. What 
is more disturbing is that in recent 
years it is not so much the blue collar 
workers as the white collar workers 
such as bankmen and airline operators, 
best paid men in India, who have been 
indulging in the most irresponsible be¬ 
haviour. Legal provisions seem to be 
inadequate to deal with the situation. The 
position is much worse in nationalised 
industries which are supposed to be 
model employers. 

The author has also analysed various 
consequential issues arising out of strikes 
and lock-outs such as justified and un¬ 
justified strikes, employer’s right to dis¬ 
miss or discharge striking workmen, un¬ 
equal action against workmen partici¬ 
pating in an illegal strike, workmen’s 
claim for wages for strike period, replac¬ 
ing strikers, apportioning blame and so 
on. 


stricture on gherao 

In this edition the author has added a 
chapter on gheraos which dominated the 
industrial scene of West Bengal during 
1967 when the United Front government 
was in power. He has been very critical 
of the labour policy of that government 
and of the direction of the Minister for 
Labour to the police not to interfere in 
matters of gheraos without his specific 
instructions. Fortunately it was the deci¬ 
sion of the Calcutta High Court and their 
severe strictures passed on gheraos and 
on the minister concerned that put an end 
to gheraos. All of this discussion is very 
instructive. 

This is a small but extremely informative 
book dealing with matters which vitally 
affect the general public and the national 
economy. The author has not just in¬ 
dulged in dry analysis of various clauses 
and sections of acts but has tried to 
enliven the discussion by referring to 
many important and well-known case? 
and decisions of courts on them. Altoge¬ 
ther the book will be found extremely 
useful by all. One very much wishes that 
a series of such books for laymen dealing 
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with various laws of vital concern to them 
were brought out to enlighten the public 
which is mostly ignorant about them at 
present. 

ECONOMICS OF FARM 
PROJECTS 

Economic Analysis of Agricultural Pro - 
jects: is the first book of a series publish¬ 
ed by Economic Development Institute, an 
affiliate of the World Bank. The purpose 
of this book is “to sharpen the decision 
analysis tools of those people in deve¬ 
loping countries who must decide on how 
to spend scarce money on agricultural 
development," It discusses in practical 
ways to help ensure that when investment 
decisions are made, resources will be used 
most efficiently from the economic point 
of view. The author has outlined the 
means of comparing the yield or return 
of one agricultural investment with other 
agricultural investment and with invest¬ 
ment in other sectors or projects of the 
economy. 

According to the author, projects are 
the ‘cutting edge’ of development and the 
most difficult problem of agricultural 
administrators in developing countries is 
the implementation of a development 
project. Much of this difficulty can be 
traced to poor preparation. 

Of course, project preparation is not 
the only aspect of agricultural develop¬ 
ment. According to the author "‘identi¬ 
fying national agricultural development 
objectives, selecting priority areas for 
investment, designing effective price 
policies and mobilising resources are all 
critical." But according to him “for 
most agricultural development activities, 
careful project preparation in advance of 
expenditure is, if not absolutely essential, 
at least the best available means to ensure 
efficient and economic use of capital 
funds and to increase the chances of on 
schedule implementation." And yet the 
fact remains that in most developing 
countries “the capacity to prepare and 
analyse projects lags." Unfortunately 
so much attention is paid by administra¬ 
tors to policy formulation that it is 
“often overlooked that much develop¬ 
ment cannot proceed unless there is a 
specific project on which to spend the 
money available." 

According to the author, in agricultu¬ 
ral projects, the government is thinking 
of an investment activity where it expends 
capital resources to create a producing 
asset from which it can expect to realise 
benefits over an extended period of time. 
Often ‘projects’ are the first concrete 
portion of a larger and less precisely 
defined ‘programme’. It is possible that 
the whole programme could be subjected 


to an anaylysis as a single project. But 
according to the author, it is better to 
keep projects rather small, “close to the 
minimum size which is economically and 
technically feasible." This is because if 
project approaches programme in siz;, 
then there is a real danger that high 
returns from one part of the project will 
mask the low return from another. Thus, 
"project’ is an activity which lends itself 
to planning, financing and implementa¬ 
tion as a unit. “It is a specific activity 
with a specific starting point and a speci¬ 
fic ending point intended to accomplish 
a specific objective." Normally it will 
have some specific geographical location 
and a specific clientele group which it is 
intended to reach. And above all it will 
have “a relatively well defined time 
sequence of investment and production 
activities. 

According to the author, the analysis 
presented in this book may be found 
appropriate for various types of agricul¬ 
tural projects such as agricultural credit, 
agricultural development programme, 
agricultural marketing, agricultural indus¬ 
try and so on. 

The aspects of a project which are to 
be taken into consideration while evaluat¬ 
ing it are technical aspects, management 
aspects, administrative aspects, organisa¬ 
tional aspects, commercial aspects, eco¬ 
nomic aspects and financial aspects, the 
last dealing with the revenue earning 
considerations of the project. 

elaborate discussion 

There is an elaborate discussion regard¬ 
ing identifying direct and indirect costs 
as also direct and indirect benefits of an 
agricultural project. The chapter on 
comparing costs with benefits is extreme¬ 
ly instructive. The major part of the 
book deals primarily with the straight¬ 
forward application of what arc known 
as discounting techniques to compare 
alternative projects. The author has done 
well to illustrate all these techniques of 
measuring direct and indirect costs and 
direct and indirect benefits as also dis¬ 
counting techniques with reference to a 
case study—the Ivory Coast cocoa 
project. 

The author has warned that though the 
methods suggested will help in identifying 
which project alternative will increase 
social income most rapidly, it should be 
dearly understood that they will not 
make project decisions for the adminis¬ 
trators or policy-makers. The decision 
is one on which many other factors 
apart from the economic and financial, 
must be brought to bear. This means in 
the end any national investment must be 


a political act summing up the best 
judgment of those responsible for making 
it. The function of project analysis is 
not to replace this political judgment; it 
rather provides one more tool by wh ich 
the final judgment can be sharpened and 
the margin of error narrowed. 

One wonders whether political deci¬ 
sions on national investment on agricul¬ 
tural projects in India are based on any 
economic and financial calculations of 
the type indicated in this book. If 
not, then there must be enormous amount 
of wastage of our national resources. It 
is high time that our planners and 
administrators took into consideration 
the cost-benefit analysis of the agricultu¬ 
ral projects before they make political 
pronouncement on them. For that task, 
this book by Price Gittinger who is u 
chief in the World Bank’s Economic 
Development Institute responsible for 
training programme in agricultural pro¬ 
ject evaluation will be found most useftil 
and instructive. 

BENGAL FAMINE : U.S. 
RESPONSE 

It is estimated that about three million 
people died of starvation in th? tragic 
Bengal famine of 1943. F. L). Roosevelt 
was the President of the United States 
at that time and his sympathy for the 
struggle and cause of Indian indepen¬ 
dence was well-known. But what was the 
response of the United States to the tra¬ 
gic happenings in Bengal in 1943? No¬ 
body has cared to know that or possibly 
everyone has taken it for granted that 
the Americans must have been munificent 
in their gifts of food and medical supplies 
without which the tragedy would have 
been still more disastrous. What were 
the facts? M. S. Venkataramani, in his 
Bengal Famine oj 1943—The American 
Response has tried to analyse on the 
basis of various source materials includ¬ 
ing unpublished files of the Department 
of State, papers of F. D. Roosevelt and 
other prominent American contempora¬ 
ries and from the archives of the India 
League of America, the American res¬ 
ponse to that cataclysmic event in India. 

It is notworthy and fantastic that this 
vast Indian tragedy of hundreds of 
thousands of men, women and children 
dying of starvation did not at all rouse 
the conscience of the American people 
during 1943 and that not a single 
grain of whiat from the United States 
flowed into India to relieve that misery. 
Certain individual Americans like A. A. 
Berle Jr., Wallace Murray, Mundt, Louis 
Ludlow, Sol Bloom, William Phillips, 
Chester Bowles, Pearl Buck and Louis 
Johnson, the personal representative 
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The President in India and certain news¬ 
papers such as Washington Post and the 
New York Times tried vainly to get the 
American people interested in the tragedy 
and in sending relief to India as they had 
witnessed the tragedy in person. But all 
that proved of no avail. J. J. Singh, 
President of the India League of 
America, raised almost single-handed a 
fight in the United States for the Indian 
cause by his untiring efforts through 
lobbying in the American Congress and 
on the public platform. But that did not 
produce any effect and the attitude of the 
Roosevelt Administration and of the 
American public in general towards the 
death of many millions of Indians 
remained thoroughly apathetic and of 
positive indifference. What is note¬ 
worthy is that the United States need not 
have made a free gift of food to India 
and nobody in India had suggested such 
a course. India could have easily paid 
for every grain sold by America as she 
possessed the necessary reserves of 
foreign exchange at the time. In con¬ 
trast, Roosevelt showed great solicitude 
in despatching food to the Soviet Union 
in response to the Russian appeal. 

Churchill's role 

If any single person is to be held 
responsible for that great Indian tragedy 
it is Winston Churchill, the then Prime 
Minister of Britain and the arch enemy 
of India. Not that the President of the 
United States and his close associates 
were not aware of the nature and magni¬ 
tude of the Bengal famine, but thev 
entirely failed to initiate any single con¬ 
crete step or measure because of their 
icluctance to give even the slightest 
offence to Winston Churchill on matters 
relating to India. Churchill just would 
not allow even a single reference to India 
by Roosevelt. So great was his domi¬ 
nance over the President who with all his 
generosity and goodwill also possessed 
the weakness of not asserting himself for 
a jusi cause. While Winston Churchill 
was a great champion of liberty in the 
western world. Churchiilism represented 
“a monstrous abomination as far as the 
nations under the British colonial rule 
were concerned." “Churchill represented 
that philosophy of imperial arrogance 
butteressed by a racist belief in ‘the white 
man's burden’ expressed in Machiavellian 
repressive and callous actions to preserve 
and promote imperial interests regardless 
of the agonies they inflicted on the sub¬ 
ject peoples. Churchill was the scourge 
of India and his policy resulted in the 
death of millions. 

After all Winston Churchill was a blue- 
blooded imperialist and it is at least 
possible to understand (if not to justify) 


hie attitude towards India. But what can 
one say of Sir Girija Shanker Bajpai, the 
Indian Agent General in Washington 
at that time? His conduct was the most 
reprehensible and condemnable as at the 
bidding of his British masters, he went on 
mouthing their opinion on the prevailing 
Indian conditions. Oh, the difference 
between J. J. Singh and Sir Girija 
Shanker who while currying British favour 
behaved like a dog lapping gruell. Could 
even a bureaucrat be so insensitive to the 
appalling misery of his countrymen and 
so thoroughly devoid of love for one’s 
country? It appears incomprehensible 
but is true. That such a man should 
also prosper in independent India shows 
the extent of the generosity of the Indian 
people and her rulers. 

One can by a stretch of imagination 
understand that there is not even a single 
line reference to the Bengal famine in 
Winston Churchilfs voluminous works on 
World War II, but that there should not 
be a single reference to that tragedy in 
the White House Papers of Harry Hopkins 
or the Public Papers and Addresses of 
Franklin D. Roosevelt will not add glory 
to the chapters of the American history 
during world war II. Their total indiffe¬ 
rence to the death of three million men. 
women and children in the Bengal femine 
of 1943 was possibly no accidental lapse 
is proved by equally callous indifference 
of the American Administration and even 
of the American public to the slaughter 
of three million people in Bengladesh in 
1971. Having practised genocide and 
having attempted to destroy all that was 
worth preserving in North Vietnam for 
seven long years, the Americans have now 
been rushing with a 7.5 billion dollar 
aid programme for the reconstruction of 
all that they destroyed. Strange, this 
American generosity! Who was it who 
said that America is yet a land of juvenile 
delinquents? 

IMPORT OF CAPITAL 

K. K. Subrahmanian in his Import of 
Capital and Technology—A Study of 
Foreign Collaboration in Indian Industry 
has analysed four aspects of import of 
capital and foreign collaboration in 
Indian industry. He has examined the 
theory regarding the import of foreign 
capital and the role of foreign collabora¬ 
tion in general and in the context of 
economic situation in India. In the light 
of the theoretical analysis, he has analys¬ 
ed the actual impact of foreign collabo¬ 
ration on indigenous technology, indus¬ 
trial structure and growth and on India's 
balance of payments. Finally, the author 
has examined India's policy regarding the 
import of foreign capital and technology 
into the private sector of the Indian 


economy and has suggested guidelines for 
a more coherent approach within the 
overall framework of a policy for science 
and technology. This study is a revised 
edition of the author's thesis submitted 
for Ph.D. degree of the University of 
Bombay in 1967 and though the revision 
was carried out in 1970, the figures most¬ 
ly pertain to the period till 1965. 

What has been the overall contribution 
of the private foreign investment in 
India? 

balance of payments 

As regards balance of payments, the 
author has found that the total direct 
foreign exchange current outflow on 
account of foreign investment (capital and 
technology) were Rs 165 crores and Rs 
234 crores respectively. Offsetting the 
current outflow against the net capital 
inflow of Rs 109 crores and Rs 160 crores, 
the direct net contribution made by the 
private foreign investment during the 
second and third Plan periods was thus 
negative running at Rs (—) 55 crores and 
Rs (—) 76 ciores respectively. This 
clearly indicates that the result of the 
import of foreign capital and technology 
on India's balance of payments during the 
second and third Plan periods was defi¬ 
nitely unfavourable. The servicing bur¬ 
den, measured in terms of the ratio of 
current service outflow to export earning, 
was rising continuously and the average 
rate of servicing burden amounted to 5.4 
per cent and 6.6 per cent during the 
second and third Plan respectively. Thus 
the role of private foreign investment to 
augment the supply of capital and thus 
bridge the saving-investment gap has 
been found not to be a major factor in 
India. 

The main advantage of private foreign 
investment has been as a source of modem 
technology. Foreign technical collabo¬ 
ration in particular played an important 
role in industrial expansion and diversifi¬ 
cation. In the absence of private foreign 
investments and collaborations, according 
to the author, “it is dubions if the present 
stage of change in the technical coeffi¬ 
cients of production-structure could have 
been initiated and advanced within the 
short time-span.” And yet the author is 
of the opinion that all this has been at a 
high cost.” “Enamoured of foreign colla¬ 
borations, the government authorities 
made continuous liberalisation of the 
terms and conditions governing private 
foreign investment in India in order to 
attract more and more foreign invest¬ 
ment and collaborations in the private 
sector.” This brought about “an indis¬ 
criminate growth of foreign investments 
and an overdoing of collaborations lead¬ 
ing to wasteful and excessive import of 
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foreign capita] and technology in particu¬ 
lar directions. The import of foreign 
capital and technology to a measure more 
than necessary to sustain the desired level 
of growth in non-priority lines, the colla¬ 
boration multiplicity, implying repeated 
import of know-how already available 
within the economy, the import of highly 
sophisticated technology and equipment 
disregarding their economic and effective 
use under Indian conditions and the like 
practices of foreign investments--these 
clearly demonstrate that the present 
policy of continuous foreign investments 
and collaborations entailed heavy direct 
cost in financial terms.’’ 

apathetic attitude 

The author has also pointed out that 
foreign collaboration “encouraged Indian 
industrialists to show apathy towards the 
use of indigenous technical knowhow and 
skills and instead to import them for the 
sake of enjoying monopolistic positions 
in the domestic market.” This is yet 
another less realised cost. The wasteful 
payment of financial costs apart, it means 
stifling the development of indigenous 
knowhow and thus led to waste of invest¬ 
ment in the indigenous research institu¬ 
tions like the national laboratories whose 
knowhow was not utilised fully. This 
naturally damped the Indian initiative and 
retarded the development of indigenous 
knowhow and skill potential. This is yet 
another social cost to be reckoned with. 

The author has also made an attempt 
to show that foreign collaboration in 
India has turned out to be one of the 
instruments helping the process of concen¬ 
tration of economic power and that it 
has helped directing the structure of in¬ 
dustry towards produclwisc concentration 
and also arcawisc concentration. 

Altogether, according to the author, 
“the contribution of private foreign 
investment as operating on the observed 
terms and patterns appears much less and 
and the cost—direct and indirect and 
financial and social—is much higher than 
the implicit assumption of the policy- 
markers. 

In the light of the above findings, the 
author has made some very important 
suggestions for future policy in respect of 
private foreign investment and technical 
collaboration. 

He wants that the policy objective 
should be to keep the role of foreign 
capital to the minimum necessary while 
at the same time assimilating the abso¬ 
lutely necessary foreign technology. As 
far as possible, foreign capital parti¬ 
cipation should be allowed only 
through cash-investment technique which 


means the technique of investment-in- 
kind should be as far as possible dis¬ 
couraged. Where investment-in-kind is 
necessary and inevitable, it should be 
ensured that the procurement of plant 
and equipment should be on the basis of 
global tenders. Further, the policy 
measures should aim at minimising the 
domination of foreign monopoly capital. 
In regard to technological availabilities 
for industrial growth, the official attitude 
should be discriminatory, encouraging 
indigenous technology. The ‘infant in¬ 
dustry’ argument of commercial policy 
should be extended to the policy for 
technology-import. The same technology 
should not be allowed to be imported 
repeatedly, nor should foreign collabora¬ 
tion be allowed in non-priority lines 
which Indian technology can produce. 

Also, technical functions assigned to 
foreign collaborators should be minimised 
as far as possible by eliminating services 
like project engineering, equipment de¬ 
sign, feasibility studies etc. from colla¬ 
boration agreements. The terms and 
conditions of foreign collaboration should 
be approved after carefully identifying 
the foreign exchange cost implications 
and looking for the possibility of con¬ 
trolling those costs. In order to reduce 
the balance of payments burden and to 
curb continued dependence on foreign 
firms, the period of collaboration should 
be reduced to the necessary minimum. 


The book is a welcome addition to the 
growing literature on Cost-Benefit analysis 
of foreign investment. The author. Dr 
Klas Markenstcn, has selected a sample of 
six majority-owned Swedish subsidiaries 
in India for the purpose of analysis. The 
sample space consists of WIMCO (1923), 
Valcan Lavel (1961), Atlas Copco (1962), 
Sandvik (1962), SKF (1965) and SF 
(1961). Among the selected companies, 
WIMCO, which produces an essential 
consumer good—matches — is the largest 
as well as the oldest. It has got five 
factories, the average level of employment 
per factory has been around 1,800 in 
1968. The other selected companies are 
smaller in size, the average level of 
employment per company being as low as 
525 in 1968. These companies were 
negotiated during the early sixties. They 
produce various types of engineering pro¬ 
ducts, viz., compressors (Atlas Copco), 
hard-metal products (Sandvik) aud ball- 


To improve the bargaining position of 
local enterprises, it is necessary to include 
technical personnel in negotiating machi¬ 
nery and instead of welcoming foreign 
firms for collaboration, exploratory expert 
teams with the combined private and 
government support should be set up to 
investigate all the available sources of 
supply before entering into agreements. 

There is no doubt that import of 
foreign capital and foreign collaboration 
have a role to play in developing coun¬ 
tries. But the market forces cannot 
be relied on to ensure the opti¬ 
mum transfer. This means institutional 
devices will have to be forged through 
appropriate national policies. Instead 
of laying down vague guidelines and 
practising ‘adhocery’ which the govern¬ 
ment of India has been doing for Jong, 
“rational approach for India should be 
to take into account both regulatory 
and initiatory variables which have an 
effect on the flow of capital and techno¬ 
logy in the fold of its policy and to lay 
down in clear-cut terms the objective 
conditions and positive measures for 
planned import of capital and techno¬ 
logy.” 

Though something of the kind is being 
attempted by the government in recent 
years, much more remains to be done in 
this vital field. Dr K. K. Subrahminian’s 
suggestions are worthy of consideration. 


bearings (SKF). 

The book starts with a brief but succ¬ 
inct discussion of the various elements 
of both positive and negative effects of 
foreign investment with a view to deve¬ 
loping a theoretical framework of analysis. 
The second chapter gives briefly a 
critical analysis of the government of 
India’s policies regarding foreign capital 
and industrial development. The succ¬ 
eeding chapter discusses the growth, 
location, production and backward and 
forward linkage effects of the selected 
companies. These three chapters thus 
set the stage for analysis. The author 
then gives a very comprehensive analysis 
of the various qualitative and quantita¬ 
tive elements of costs and benefits, viz., 
wage payment, employment, air pollution,’ 
exports and imports, inflow and outflow 
of foreign capital, etc., with supporting 
statistical materials in chapters VI to 


Cost-Benefit Analysis 

Foreign Investment and Development: Swedish Companies in India: Klas Markensten; 
Scandinavian Institute of Asian Studies, Monograph Series No. 8; Lund 1972; 
Pp. 295. 
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IX. The book concludes apporpriatcly 
with a chapter, entitled, “Conclusion”. 

At the outset, the author mentions 
that the “study is an empirical contribu¬ 
tion to the discussion on the impact of 
private foreign investment in under¬ 
developed countries”. To make it an 
“empirical contribution”, he painfully 
collected cxtermely useful historical 
statistics relating to capital, sales, employ¬ 
ment, wages, etc., for each of these 
establishments. They were condensed 
and arc presented in 40 tables for the 
purposes of inter-industry and inter¬ 
company analysis and comparison. 

For ascertaining the relative efficiency 
of the Swedish companies vis-a-vis other 
Indian companies, the author has how¬ 
ever, not followed a consistent method. 
Thus on page 96, the average sales per 
head of the above six companies arc 
compared with the all-India average 
sales figure. Similarly, on page 100, the 
capital-labour ratio, of the Swedish 
factories is compared with the 
average all-India ratio, proving that the 
Swedish companies are more capital- 
intensive. Here, one feels that it would 
have been better for the author to select 
only those Indian industries, which 
produced similar products (as is done 
on page 125) for the purpose of compar¬ 
ing the efficiency of the Swedish factories 
with the non-Swedish ones. 

defective assessment 

Again, for the purpose of estimating 
the magnitude of productivity, its growth 
and relationship with wages, the author 
has used average sales per head as a 
proxy variable for productivity. Since 
the volume of sales indicates the value 
of production at current prices, the 
average sales per head may increase due 
only to price increases without any 
increase in actual productivity. A better 
concept of productivity wouid be gross 
value added per unit of input, where 
gross value added is defined as the diffe¬ 
rence between total value of output and 
cost of inputs at constant product and 
input prices respectively. 

The last four chapters are devoted to 
estimating quantitatively the magnitudes 
of the various components of costs and 
benefits for each of these companies for 
each year. Here, the author makes two 
important assumptions: first , since the 
average level of wages in the Swedish 
factories is about 25 per cent higher 
than the general level of wages, 25 per 
cent of the total wage payments by the 
above firms can be considered as a net 
social benefit; secondly , the shadow cost 
of foreign exchange is about 100 per cent 


more than the official rate of exchange 
(after 1928), so the inflow-outflow of 
foreign exchange should be multiplied by 
two to reflect the average overvaluation 
of rupee at the existing rate of exchange. 

The flow of total benefits is estimated 
by aggregating the flow of gross profits, 
25 per cent of total wage payments and 
the inflow of total adjusted foreign 
exchange. The flow of “net benefit” is 
arrived at by subtracting from it the 
adjusted outflow of foreign exchange. 
To make the money values of costs and 
benefits comparable, one has to make 
adjustments for time and price differences. 
So the author very rightly converted the 
result to 1963 prices and discounted back 
to the respective base year, using a dis¬ 
count rate of 10 per cent. 

The discounted total value of “net 
benefit” was found to be positive for all 
the companies, indicating that the benefits 
outweighed costs for all the Swedish 
companies. Even if one excludes gross 
profits and payment of royalties from the 
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total benefits as a measure of the maxi¬ 
mum opportunity costs, one finds that 
the discounted benefits still outweigh the 
costs in all the Swedish companies. So 
the author concludes that the Swedish 
investment in India, as shown by this 
sample of six companies, was a net 
benefit for the country. 

As mentioned at the very outset, the 
book is an important addition to the 
growing literature on Cost-Benefit 
analysis. Unlike other studies on the 
subject, it gives equal emphasis to both 
the qualitative and qualitative aspects of 
costs and benefits. The policy-makers 
as well as the students can derive much 
benefit from this book. We may, how¬ 
ever. suggest that the author may add a 
brief ‘Statistical Appendix’, giving 
detailed historical data relating to the 
various aspects of operations of these 
companies at the end of the book. The 
book also does not contain the foreword 
and/or inroduction/preface and index. 
These may also be added in the second 
edition. 
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WINDS 


Kt rtmanidhi at Large 

In the matter of one-up¬ 
manship even New Delhi has 
but little to teach the Chief 
Minister of Tamil Nadu. On 
the contrary, even Mr Mohan 
Kumaramangalam may learn 
a thing of two from him. In 
his budget speech in the Tamil 
Nadu Assembly on February 
26, Mr Karunanidhi said that 
the state government had 
decided to acquire the seven 
remaining private corpora¬ 
tions engaged in the distribu¬ 
tion of power in Tamil Nadu. 
After this nobody may justly 
complain that the Tamil Nadu 
government is not serious 
about coping with the critical 
shortage of electric power in 
the state. Quite obviously it 
is these private electricity 
supply undertakings which have 
produced the ‘power’ crisis. 

Mr Karunanidhi also disclo¬ 
sed that the state government 
proposed to take over the 
Madras Aluminium Company 
Limited at Mettur. He men¬ 
tioned that the Tamil Nadu 
Industrial Investment Cor¬ 
poration has invested Rs 1.15 
crores in this undertaking. 
This, presumably, is justifica¬ 
tion enough for nationalising 
the concern. Since the con¬ 
currence of the central govern¬ 
ment is needed for the 
purpose, the Tamil Nadu 
government will in due course 
be approaching New Delhi 
for this purpose. Mr 
Karunanidhi seems confident 
of securing centre’s, approval 
in time for the necessary 
legislation to be introduced in 
the current session of the 
Tamil Nadu Assembly. This, 
in a sense, puts Mr Mohan 
Kumaramangalam in a spot. 

SPIC Grows Fast 

Fortunately, something else 
has also been happening in 


Tamil Nadu basides the 
monkey-tricks of politicians 
in power. The Southern 
Petrochemical Industries Cor¬ 
poration Ltd, for instance, 
has been making good pro¬ 
gress with the construction of 
Us fertilizer plunt near Tuti- 
corin. Most of the civil 
works for the ammonia and 
urea plants has been completed 
and it is claimed that this part 
of the construction work is 
keeping ahead of schedule by 
at least two months. The 
first big project in the joint 
sector in Tamil Nadu, the 
fertilizer plant, with a capacity 
of 1,100 tonnes of ammonia 
and 1,600 tonnes of urea per 
day, will be among the largest 
manufacturing facilities of its 
kind in the world especially 
as, besides fertilizers, it will 
in due course undertake the 
manufacture of a wide range 
of other chemicals as well. 
Mr M.A. Chidambaram, 
Chairman of SPIC emphasises 
the claim that the manage¬ 
ment of the undertaking has 
been vested in a high-calibre 
professional management group 
headed by Mr K.R. Srivatsa, 
president of the company, who 
has to his credit the buildihg 
of the Gujarat fertilizer plant 
in the public sectoi. All the 
major foreign contracts for 
the construction of the plant 
are on a non-turn-key basis 
and an effort is being made 
to employ .indigenous equip¬ 
ment, technology and cons¬ 
truction facilities to the 
maximum extent possible. 

Hindustan Motors 
Moves the Earth 

Another significant deve¬ 
lopment in the industrial 
economy of Tamil Nadu was 
the inauguration of the earth- 
moving equipment plant of 
Hindustan Motors Limited at 
Trivellore' near Madras. Mr 


C. Subranumiam, union 
Minister for Industrial Deve¬ 
lopment and Science and 
Technology, who participated 
in the function, welcomed the 
technical collaboration of the 
General Motors Corporation 
of the USA with the project 
and noted that this would 
assist the new plant in tackl¬ 
ing production and quality 
control problems in the 
initial stages. Mr Ralph 
Mason, Executive Vice-Presi¬ 
dent, General Motors Over¬ 
seas Corporation, took a 
hopeful view of the potential 
demand for earthmoving equ¬ 
ipment in this country and 
disclosed that, although, to 
start with, certain critical 
components would be provided 
to the Trivcllore factory from 
the GM plant in Scotland, 
the agreement on know-how, 
which was to be supplied in 
the form of engineering draw¬ 
ings and sharing of experi¬ 
ence and knowledge in 
methods and standards of 
manufacture, should ensure 
that all the components would 
eventually be produced at the 
Trivellore plant up to the 
highest standards of quality. 

Mr B.M. Birla, Chairman, 
Hindustan Motors Limited, 
stated that the factory aimed 
at producing about 100 units 
of earthmoving equipment in 
its first year of operation. 
The plant, he said, had a 
phased manufacturing pro¬ 
gramme which had already 
enabled it to achieve nearly 
70 per cent indigenous con¬ 
tent in rear dumpers; the 
production of front-end 
loaders had also started, while 
crawler tractor production 
would be taken up in the 
latter half of this year, while 
the manufacture of scrapers 
would come thereafter. Mr 
Birla expressed the view that 
the Trivellore plant would 
develop into a dynamic pro¬ 
moter for a large number of 
ancillary industries. Nearly 
1,300 items are already being 
purchased from such indus¬ 
tries and by the time the 
plant is in full production, 
this number would have 
increased to more than 6000 
items. Mr Birla foresaw 
large and rapid growth for the 
project and said that over the 


next few years, the capacity 
of the plant would be stepped 
up at least four times. 

Licensing Exemptions 

The union Ministry of 
Industrial Development . lias 
issued a comprehensive noti¬ 
fication redefining the cate¬ 
gories of cases in respect of 
which exemption from licensing 
would be available. This has 
been done in the light of the 
changes in the industrial policy 
announced on February 2, Tnc 
notification supersedes the 
1970 notifications relating to 
general exemption, substantial 
expansion and manufacture of 
new articles. For the small 
scale sector, for which 124 
items are reserved in schedule 1 
of the new notification, indus¬ 
trial undertakings with invest¬ 
ments in fixed assets in plant 
and machinery not exceeding 
Rs 7.5 lakhs arc. exempt. In 
the case of ancillary industries, 
the exemption limit is Rs 10 
lakhs. For all other industrial 
underuikings, the exemption 
from licensing is up to an in¬ 
vestment limit of Rs 1 crore. 

IDBI Aid Liberalised 

With a view to providing 
greater inducement to entre¬ 
preneurs to spread out in the 
relatively backward areas ofthe 
country the Industrial develop¬ 
ment Bank of India (IDBI) has 
decided to extend direct finan¬ 
cial assistance on concessional 
terms to all projects (set up in 
backward district/areas speci¬ 
fied by the Planning Commis¬ 
sion) involving a capital cost 
upto Rs 3 crores, instead of 
Rs 1 crore hitherto. Conces¬ 
sional terms (that is, lower in¬ 
terest rate of seven per cent, 
longer grace and repayment 
periods, etc.) would also be 
extended to units undertaking 
expansion where the total in¬ 
vestment (i. e. net fixed assets 
plus net working capital of 
the existing unit and the cost 
of expansion project together) 
does not exceed Rs 3 crores. 
Concessional finance for bigger 
projects would be considered 
in special circumstances on the 
merits of each case. The 
IDBI has also decided to ex¬ 
tend the concessional refinance 
to the full extent in respect of 
all eligible loans of State 
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Financial Corporations (SFCs) 
and banks upto Rs 30 lakhs 
to smail and medium-sized 
projects in the specified back¬ 
ward areas,provided the paid- 
up capital and reserves of the 
of the recipient unit does not 
exceed Rs 1 crore. In cases 
where the sire of the bank 
loan exceeds Rs 3 lakhs, refin¬ 
ance to the full extent on con¬ 
cessional terms would apply 
only to the extent of Rs 30 
lakhs; in respect of the remain¬ 
ing portion of loan, if any, 
refinance would be allowed to 
the extent of 80 per cent and 
normal rate of interest and 
other terms will apply. This 
criterion will be applicable 
both to new projects and exis¬ 
ting units embarking on expan¬ 
sion in capacity and moderni¬ 
sation. 

RBI’s Directive 
on Expan ion 

The Reserve Bank of India 
has decided to have a rolling 
plan for three years at a time, 
beginning with 1973-75, to 
ensure continuity in expansion 
of commercial bank branches 
and to enable the banks to for¬ 
mulate their manpower plans in 
advance. The Reserve Bank, 
in a letter to the commercial 
banks, has advised them that 
while drawing up the plan for 
the year 1973 they may ensure 
that that the expansion was 
spread out evenly over all the 
four quarters of the year. As 
regards 1974 and 1975 it would 
be sufficient if a quantitative 
plan for state-wise expansion 
was indicated, 'flic Reserve 
Bank has emphasised that while 
drawing up the plan, the lead 
banks should fully take into 
account the responsibility in 
their lead districts and the 
need for giving priority to the 
underdeveloped or underbank¬ 
ed states. Particular attention 
should be paid to the back¬ 
ward areas in the developed 
as well as underdeveloped 
states in order to remove the 
existing inter-state and inter¬ 
district disparties. Drawing 
attention to certain districts 
where the population per bank 
office was more than 100,000 
which was much above the 
national average, the Reserve 
Bank has pointed out that the 
banks, particulary the concern¬ 


ed lead banks, should give 
special attention to these dis¬ 
tricts. At the same time, it 
was emphasised that the cen¬ 
tres which offered good poten¬ 
tial for mobilising deposits 
should not be ignored. 

FICCI on 
Railway Budget 

Mr Madanmohan Mangal- 
das, President of the FICCI, 
has stated that the Railways 
would be in the red to the ex¬ 
tent of Rs 8.65 crores even after 
the heavy additional imports 
of Rs 44 crores are taken into 
consideration. This is not all. 
The Railways will have to find 
additional resources, to the 
extent the emoluments of the 
railway staff are increased by 
the Pay Commission’s recom¬ 
mendations. The President of 
the Federation felt dismayed 
that sizeable increases have al¬ 
ready been announced in freight 
rates and passenger fares. For 
the past 15 years or more, 
under one plea or the other, 
the Railways have been in¬ 
creasing frieght rates. During 
the previous two years, as in¬ 
deed this year also, upgrading 
of classification of bulk com¬ 
modities has been used as a 
handy tool to effect a freight 
hike. A a result, freight rates 
on commodities such as oil 
cakes, limestone, sugarcane, 
iron and manganese ore, 
gypsum, chemical manure, 
cement, caustic soda, pig iron, 
urea, castor seeds, paper, iron 
and steel billets and blooms, 
will go up from four to eight 
percent. In 1972-73 increases 
varied from 4.6 to 8.5 per 
cent and in the 1971-72 
Budgets, the increases ranged 
from 5.3 to 8.9 per cent. Al¬ 
together, in a period of three 
years, freight rates on essential 
raw materials have thus been 
increased by an aggregate of 
14 to 25 per cent. Added to 
this is the three per cent in¬ 
crease in frieght rates on coal 
this year. Moreover, the Rail¬ 
ways will be collecting Rs 26 
crores by way of increases in 
passenger fares. 

Mr Mangaldas felt that if the 
Railways do not make concer¬ 
ted efforts and take well 
planned action towards 
improving operational effici¬ 


ency, no amount of addi¬ 
tional imposts from year to 
year will be found adequate to 
meet the rising working ex¬ 
penses. He, therefore, appeal¬ 
ed to the authorities that ins¬ 
tead of burdening the users 
every year, the Railways should 
endeavour to put their own 
house in order. 

Licences for Nickel 
and Silver Strips 

The government of India 
has decided to encourage indi¬ 
genous production of nickel 
silver strips in the country by 
granting industrial licences. Pre¬ 
ference will be given to entre¬ 
preneurs requiring the mini¬ 
mum foreign exchange and to 
those who are willing to set up 
their plants in backward areas. 
The entrepreneurs have been 
advised to submit their appli¬ 
cations to the Ministry of 
Industrial Development by 
April 30, 1973. They should 
also indicate their minimum 
requirement of foreign ex¬ 
change for the import of plant 
and machinery for a capacity 
of 200 tonnes per per annum 
on the basis of maximum 
utilisation. No foreign ex¬ 
change would be permitted 
subsequently in excess of what 
is indicated in the applications 
originally. The plant and mac¬ 
hinery required for setting up 
this industry are mostly 
available indigenously. Nickel 
silver strips are manufactured 
by melting of nonferrous 
metals, billets, continous cast¬ 
ing and rolling. The economic 
capacity for the manufacture 
of these strips is about 200 
tonnes per annum. Nickel- 
silver strips are used in the 
manufacture of telecommuni¬ 
cation and electrical equip¬ 
ment. The estimated require¬ 
ment of these strips by the end 
of the fourth Plan is expected 
to be 375 tonnes. It will be 
675 tohnes by the end of the 
fifth Plan. 

More Licences for 
Sugar 

The installed annual sugar 
production capacity by the end 
of the fourth Plan (1973-74) 
is expected to be of the order of 
43 to 44 lakhs tonnes, accord- 
ding to the 26th report of the 


Estimates Committee, presentep 
to JPafliament on February 
20. The report said, the 
earlier estimate was that this 
figure would be somewhere* 
between 45 and 47 lakh tonnes. 
The inter ministerial committee 
of the union government is 
considering a proposal to issue 
additional licences so as to 
raise the licensed capiciiy to 
about 56 lakhs tonnes. 

Licences for Vanaspati 
Surpended 

The government has accep¬ 
ted the recommendation of the 
Estimates Committee of Parlia¬ 
ment to stop further licensing 
of vanaspati units, and put to 
best use the existing idle capa¬ 
city of the industry. The gov¬ 
ernment’s reply is contained in 
the Estimates Committee's 
report presented to Parliament 
on February 20. 

Nepal Devalues 

Nepal has announced 
devaluation of its rupee mar¬ 
ginally against the US dollar. 
However, the exchange rate 
against the Indian rupee 
remains unchanged. In the case 
of floating currencies such as 
the British pound and yen, the 
rates would be announced on 
a day-to-day basis. Nepalese 
rupee has gone up from 10.12 
dollar to 10.56 a dollar. Dur¬ 
ing the last devaluation of the 
dollar, Nepal had devalued its 
rupee from 1.35 to 1.39 for 
one Indian rupee. The new 


TEA BOARD 

Tea Board requires a 
qualified and experienced 
Cost Accountant in the 
scale of Rs. 400-950 for 
its Head Office, Calcutta. 
Interested candidates may 
write to Secretary, Tea 
Board, 14, Brabourne, 
Road, Calcutta-1, for 
details and application 
form enclosing a stamped, 
self.addressed cover. Com¬ 
pleted applications in 
prescribed form will be 
received upto 15th March, 
1973. 
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rates were annpnced after a 
team of Nepalese officials had 
held consultations with their 
.counterparts in New Delhi. 

Shipping Freight Raised 

A ten per cent rise in freight 
rates has been imposed, effec¬ 
tive from February 16, by 
three conference lines carrying 
India’s import; export cargo 
from and to the East Asian 
and Pacific ports. 

This follows the 10 per cent 
devaluation of the US dollar 
and is intended to protect the 
earnings of shipping lines in 
terms of the dollar. Notices 
to shippers issued by three 
conference—the Gulf-Arabian 
Sea-Orient rate agreement; 
Japan - India - Pakistan - Gulf- 
Japan conference and the Mala¬ 
bar-Far East rate agreement- 
have noted that such changes 
in freight rate for taking 
account of a currency adjust¬ 
ment factor, had been provid¬ 
ed in the conference agree¬ 
ments. 

Ceiling for Rosewood 

The union Ministry of 
Commerce has announced a 
further increase in the ceiling 
for the export of rosewood by 
3,500 cubic tonnes for the 
current licensing period which 
expires on March 31, 1973. Of 
this, 2,500 cubic tonnes have 
been placed at the disposal of 
the Deputy Chief Controller 
of Import and Exports in 
Cochin and the rest for the 
Joint Chief Controller of 
Imports and Exports, Calcutta. 

Soviet Aid 

Soviet Union has agreed to 
assist in a big way in the deve¬ 
lopment of several key indus¬ 
tries, including new fields such 
as petroleum refining, ship 
building, fertiliser production 
and computer manufacture 
under a protocol signed bet¬ 
ween the two countries. The 
protool signed also envisages 
Soviet help in the scientific 
field of space research, food 
industry and electronics. But 
inimediatety the Soviet Union 
has agreed to assist in the ex¬ 
pansion of Bokaro steel plant 
to 10 million tonnes and the 
Bhilai plant to 7 million tonnes. 


Here also the Soviet assistance 
would utilise the designing 
and machinery iqanufaoturing 
facilities available in India. 

Soviet assistance has also 
been sought in the manufacture 
of leather goods, industrial fast- 
ners, auto ancillaries, electronic 
items, computers, containers, 
cranes, exacavators, surgical 
instruments, fibre glass and 
several other items. The pro¬ 
tocol provides for “produc¬ 
tion cooperation” in select items 
between India and the Soviet 
Union. This would involve 
Indian assembly of Soviet 
components and Soviet manu¬ 
facture of Indian raw materi¬ 
als. Indo-Sovict collaboration 
in prospecting, production and 
processing of oil and natural 
gas as well as creation of ad¬ 
ditional oil refining capacity 
in India with Soviet help is 
also envisaged under the pro¬ 
tocol. The application of geo¬ 
chemical methods for geologi¬ 
cal prospecting is specially 
provided for. The other high¬ 
lights of the protocol cover 
continued Indo-Soviet co-ope¬ 
ration for designing and cons¬ 
truction of a mine concen¬ 
trator based on copper depo¬ 
sits in Madhya Pradesh; supp¬ 
ly of components required for 
completing Soviet aided pro¬ 
jects in India development of 
the electronics field; the cons¬ 
truction of the Calcutta under¬ 
ground railway; and increas¬ 
ing exports of non-traditional 
items from India to the USSR. 
The second session of the joint 
commission will be held next 
year in Moscow. 

UNDP Assistance 

The UN Development Pro¬ 
gramme has granted assistance 
to the tunc of $602,500 (Rs 
45,2 lakh) for the second phase 
of mineral development in 
Tamil Nadu. Nearly 150 million 
tons of low-grade irons-ore had 
been discovered in Thiruvan- 
namalai district and some 
quantaties of copper, lead and 
zinc mineralisation had also 
been located. Detailed pros¬ 
pecting will be carried out in a 
new rectangular strip of 3,500 
square km extending from the 
Salem area in the north to the 
vicinity of Coimbatore in the 
south-west during the second 


phase of the programme. The 
total UNDP contribution to 
the project so for is a little 
over Rs 105 lakhs. 

Power Projects in 
Tamil Nadu 

The Planning Commission 
has approved the Kadampari 
Pumped storage Hydro-Elec¬ 
tric Project in Tamil Nadu for 
inclusion in the state's fourth 
five-year Plan. The seheme- 
comprises installation of four 
100 MW pump turbine gen¬ 
erating units in an under¬ 
ground power station, with the 
connected storage dam, power 
tunnel, tail race tunnel and 
other appurtenant facilities. 
Estimated to cost Rs 35.12 
crores, the project is to be 
implemented in two stages, 
the first stage comprising 
civil works and installa¬ 
tion of two units of 100 
MW each and the second 
involving addition of two more 
units of 100 MW each. The 
project is expected to be com¬ 
missioned by 1978-79. The 
supply of plant and equipment 
for the project will be from 
indigenous sources. The p;>wer 
station would be inter-connec¬ 
ted with the Tamil Nadu Grid 
at Udamalpct by means of two 
single circuit 280 kv lines. 

NCDC Co-operation 

An outlay of Rs 13 crores 
has been approved for assis¬ 
tance to the co-operatives in 
the country engaged in pro¬ 
duction, marketing, processing, 
and storage of agricultural 
produce and a programme of 
activities has accordingly been 
finalised. Besides implementing 
twenty schemes for the deve¬ 
lopment of agricultural co-op¬ 
eratives in the country, the 
National Cooperative Develop¬ 
ment Corporation (NCDC), 
which is in the overall charge, 
will implement five new schemes 
during 1973-74. The Corpora¬ 
tion will render financial assis¬ 
tance to the co-operative sector 
to set up medium sized sugar 
factories and for aerial spray¬ 
ing of pesticides, manufacture 
of agricultural machinery, large 
scale production, processing 
and storage of improved seed 
and production of polyesters 
filament yarn. The programme 


includes some schemes of ad 
hoc nature like the develop¬ 
ment of co-operative market¬ 
ing and processing in tribal 
areas, strengthening of the co¬ 
operative marketing structure 
in the eastern region, rehabili¬ 
tation of co-operative dairying 
in Uttar Pradesh, development 
of co-operative marketing 
of fruits in hilly areas and 
setting up of two co-operative 
fertilizer units. 

State Budgets 

Gujarat 

No fresh taxation has been 
proposed in the Gujarat Bud¬ 
get lor 1973-74 which shows 
an overall deficit of Rs 2.29 
crores. The budget estimates, 
presented by Finance Minister 
Mr Kantiial Ghia put the reve¬ 
nue receipts for the next year at 
Rs319.74 crores and the revenue 
expenditure at R> 304.13 crores 
leaving a revenue surplus ofRs 
15.61 crores. However, consi¬ 
dering the capital expenditure 
of Rs 42.36 crores on the debit 
side and the debt heads inclu¬ 
ding loans front the centre and 
the open market of Rs 94.46 
crores on the plus side, the 
budget revealed on overall de¬ 
ficit of Rs 2.29 crores. Mr 
Ghia announced that the Bangla¬ 
desh refugee relief levies, impo¬ 
sed in December, 1971, would 
be withdrawn from March 17, 
1973. This would provide a 
relief of about Rs 9.5 crores to 
the taxpayer. The Finance 
Minister said he did not pro¬ 
pose any fresh taxation as the 
state was passing through a 
severe and unprecedented 
scarcity, which had hit 12,000 
of its 18,604 villages. He 
hoped to cover the deficit 
of Rs 2.29 crores in the next 
year from increased share in 
central taxes as also from the 
revnuc from states' taxes dur¬ 
ing the next year, which he 
expected to be a normal one. 

Maharashtra 

The budget estimates for 
1973-74 of the government of 
Mahatashtra, reveal a deficit of 
Rs 33.32 crores on revenue and 
capital accounts. This gap will 
increase further to Rs 34.70 
crores when the balance of the 
Plan outlay of Rs 1.38 crores is 
provided. The Finance Minis- 
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ter Mr M. D. Chaudhari anno¬ 
unced new taxes which are ex¬ 
pected to yield a revenue of Rs 
9.83 crores. Credit also has been 
taken for a market borrowing 
of Rs 25 crores. Thus, not 
only the entire deficit is pro¬ 
posed to be wiped out, but a 
token surplus of Rs 13 lakhs 
is estimated. The new levies 
include conversion of refugee 
relief imposts into scarcity 
relief ones, increase in the pur¬ 
chase tax on sugar-cane, 
increase in the rates of 
electricity duty in respect of 
premises used for business, 
trade, commercial or profes¬ 
sional purposes and increase 
in water rates for irrigated 
crops, 

STCs Non-tradional 
Exports 

The Slate Trading Corpo¬ 
ration has evolved what are 
known as "special trading 
agreements*, to boost non- 
traditional goods exports. I he 
Corporation has so far con¬ 
cluded seven such agreements 
with leading trading and in¬ 
denting houses abroad valued 
at about Rs 28 croies. Exports 
of non-traditional items co¬ 
vered under the agreements 
are ru>on tyro cord, refrigera¬ 
tors. aluminium extrusion, 
cosmetics, chemicals, indus¬ 
trial faslners, canned juices, 
etc. Its exports reach more 
than 100 countries scattered 
all over the world. Last Lu- 
ropcan countries account for 
30 per cent of its exports, fol¬ 
lowed by Africa. LCALL. 
Oceania, F.FTA, North Ame¬ 
rica, ECM and Latin Ame¬ 
rica. 

Tasar Bank 

Operations of the tasar raw 
material bank of the Central 
Silk Board so far have been 
encouraging. The bank has 
bought 20,000 kahans of tasar 
cocoons at around Rs 40 
lakhs since November last 
when it entered the market 
for the first time. Its original 
target was only half of this 
quantity. The initial success 
is expected to help the bank 
enter the market more, vigo¬ 
rously next season. The bank's 
aim is to build up sufficient 


stocks for release to weavers 
at steady prices. 

Enriching Uranium 

The US Atomic Energy 
Commission has commission¬ 
ed the Goodyear Tire & Rub¬ 
ber Company to undertake a 
research and development 
programme for the enrichment 
of uranium under a live year 
contract. A subsidiary, Good¬ 
year Aerospace, has been giv¬ 
en access to classified data to 
study, at their own expense, 
the feasibility of manufactur¬ 
ing the necessary equipment. 
This would be in addition to 
the work being handled by 
Goodyear Atomic Corpora¬ 
tion since 1950. The company 
is interested, in the first ins¬ 
tance. in developing a high 
perfoimance gas centrifuge 
which would enable the de¬ 
vice to be made in quantity 
and marketed at low cost. 
The gas centrifuge is a ma¬ 
chine which whirls a uranium 
compound at high speed to 
increase the concentration of 
lhe uranium 235. the fissiona¬ 
ble form. 

In Brief 

The Indian Sugar Mills 
Association is planning to 
flout a separate corporation, 
financed by members mills, to 
take ovev the sick sugar mills 
in the country. 

The union government has 
given clearance to the West 
Bengal government for the 
take over of the Krishna Sili¬ 
cate and Glass works Lid in 
Jadavpur near Calcutta 

l he union cabinet endorsed 
the scheme put forward by the 
Ministry of Agriculture for 
the take over of wholesale 
trade in wheat in the coming 
rabi season. 

lhe atomic power project. 
Kota. Rajasthan, started its 
trial operations on February 
17. 

The centre has agreed in 
principle to set up yet ano¬ 
ther fertilizer unit in,. Punjab. 

Haryana government propo¬ 
ses to organise milk marketing 


on co-operative ltnes~by orga¬ 
nising village milk producers' 
cooperative societies and Dis¬ 
trict Milk Union, on the pat¬ 
tern of Amul Dairy in Guja¬ 
rat. 

Haryana will soon have a 
hydro electric station at Taje- 
wala Head Works at a cost of 
Rs 20 crores to meet its re¬ 
quirements of power for 
industrial and agricultural 
purposes. 

Three irrigation schemes in 
Jammu & Kashmir—the Yus- 
marg Storage Scheme, the 
Lathpora Khunmoh Lift Irri¬ 
gation Scheme and Niu-Karc- 
wa Stoiage Scheme—have 
been approved by the Plan¬ 
ning Commission for inclusion 
in the states fourth Plan. 

The government of India 
has agreed to a request from 
the government of Nepal to 
make available a stadnby cre¬ 
dit of Rs 10 crores. The cre¬ 
dit will attract an interest of 
five per cent per annum on 
the amounts actually drawn. 
There will also be a commit¬ 
ment charge of 0.5 per cent 
per annum on such part of 
the credit as is not drawn. 

The government of India 
has formulated a scheme of 
assistance for the develop¬ 
ment of regulated markets in 
agricultural commodities in 
various states. Under the 
scheme grants in aid of about 
Rs 1 crore is to be provided 
to Rajasthan, Bihar, Uttar 


Pradesh, Madhya Pradesh, 
Orissa and West Bengal during 
the next 13 months ending 
March 1974 for developing 
48 regulated markets in pad¬ 
dy, wheat, bajra and jute. 

Tata group of companies 
is establishing an industrial 
training school in partnership 
with the government of Singa¬ 
pore. Ihe school, the first of- 
its kind, is expected to be in 
operation by June this year. 

The United States and 
China announced the estab¬ 
lishment of a liaison office in 
each other’s capital for acce¬ 
lerating normalisation of rela¬ 
tions between the two coun¬ 
tries. 

Companies in the News 

Tempos for Bangladesh 

Bajaj Auto Ltd, Pimpri, has 
executed an order for the 
supply of 1,500 three wheelsrs 
tempos—valued at £337,800 
to Bangladesh in three months. 
The company has secured the 
contract in a global tender in 
free foreign exchange and 
among keen competition from 
foreign manufacturers. The 
company has also secured 
orders for their scooters and 
three-wheelers from Australia, 
Hong Kong, Bahrain, Sudan, 
Nigeria and Yemen. 

Pent Ocean Bags Contract 

The Pent Ocean Steam¬ 
ships Company has bagged. 





MINISTRY OF STEEL AND MINES 
(DEPARTMENT OF MINES) 

SHASTRI BHAVAN, NEW DELHI. 

No. 4(177)/72-Met. I. It is proposed to augment existing 
capacity of aluminium die casting in the country. For 
this purpose applications have been invited from entre- 
prenuers desirous of setting up such capacity by March 
31st, 1973. Particulars In regard to the submission of 
the applications may be obtained from the Department 
of Mines. 

Sd/- 

(M. S. Bhatnagar) 


davp 605(7)72. 


Undersecretary, t 
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for the fourth year in succes¬ 
sion/ a contract from the 
Burmese government to deliver 
about L&.OOO tonnes of coal. 

The Minerals and Metals 
Trading Corporation sold this 
quantity of coal to Burma on 
f.o.b. basis. The shipping 
company secured the contract 
in an open competition by 
offering the lowest rates. The 
contract provides for the 
delivery of 1.20 lakh tonnes 
in 9 months ending March 
1974, leaving an option to the 
company to deliver the rest 
later. The shipping company 
expects to &arn Rs 75 lakhs 
in foreign exchange in this 
deal. In the earlier three 
years, the company had carried 
a total of about 2.40 lakh 
tonnes of coal and earned 
about Rs 1.62 crores. 

Hindustan Photo Break Even 

The state-owned Hindustan 
Photo Films (HPF) in Ootaca- 
mund, would for the first 
time, since its inception in 
1967, break even this year. 
This was made possible by 
‘‘professionalising” the board 
of directors, quality control, 
better marketing and produc¬ 
tion techniques. HPF’s future 
plans include expansion of 
the X-ray unit with polyester 
base to five million sq. metres 
annually, manufacture of 
colour films and a wider range 


of productions, incorporating < 
art* poll and aerial films. 

Names in the News 

Mr D. C. Kothari, Former 
President of Federation of 
Indian Chambers of Commerce 
and Industry, has been appoint¬ 
ed honorary consul of France 
at Madras. He will look after 
trade and other interests of 
France in Tamil Nadu. 

Mr P. U. Oza, till recently 
Zonal Manager of the Life 
Insurance Corporation of India 
at Kanpur took over on Feb¬ 
ruary 19 at Bombay as Chief 
(Development), succeeding Mr 
R. B. Pradhan. On nationa¬ 
lisation of life insurance, he 
joined the LIC as its first 
Public Relations Officer and 
was subsequently promoted as 
Senior Divisional Manager at 
Ahmedabad and Zonal 
Manager at Kanpur. He has 
the unique distinction of pro¬ 
ducing the first ‘Crorepati’ 
insurance agent in the country 
and in giving new dimension 
to the development of insur¬ 
ance industry. 

Mr R. B. Pradhan took over 
on February 19 as Executive 
Director (Personnel) at the 
Central Office of the Life In¬ 
surance Corporation of India, 
at Bombay on the retirement 
of Mr H. L. Bhatia. Mr 


Pradhan was responsible for 
SQtting up, of India's Premier 
Divi$ion--thc Bombay Divi¬ 
sion. He held important senior 
assignments in the LIC before 
he took over as Executive 
Director in charge of Deve¬ 
lopment at the Central Office 
in 1972. 


Mr G. J. Medley has been 
appointed Managing Director 
of Glaxo Laboratories (India) 
from April 1, in succession to 
Mr D.J.R. Farrant, who will 
leave India for the UK early 
in April. 

Vice Admiral N. Krishan 

has been appointed Chairman 
and Managing Director of 
the Cochin Shipyard. 

Mr Harish C. lain* Chair¬ 
man, JAISONS, Advertising 
and other affiliated enterprises 
has been re-elected Regional 
President for Southern Asia 
and to the board of Interna¬ 
tional Advertising Associa¬ 
tion, New York. The Asso¬ 
ciation which was founded in 
1949 is the largest internation¬ 
al advertising association, 
with over 2600 members, 
located in some 80 countries. 
Mr Jain presided at the session 
of its XXI World Congress 
(first in Asia) held at Tokyo 
in 1969. The IAA is holding 


its iJrd World Congress in 
Dublin. Its theme would be 
‘Changing Spheres of World 
Influence. 9 

The Government of India 
has announced the appoint¬ 
ment of Mr P.B. Satagopan 
as General Manager of the 
Export Credit and Guarantee 
Corporation. Mr Satagopan 
has been the Chief Executive 
of the Corporation since last 
three years. He brings with 
him a special skill to solve 
the various tcklish problems 
connected with exports. He 
has been associated with ex¬ 
port promotion in various 
capacities in the Ministries 
of Finance and Foreign Trade 
since 1953. 

Dr Ajit Mozoomdar has 
taken over as Director Gen¬ 
eral of Tourism and ex- 
officio Additional Secretary 
in the Ministry of Tourism 
and Civil Aviation. A moni¬ 
tor of the Indian Administra¬ 
tive Service. Dr. Mozoomdar 
has served previously as 
Director of Industries, Bihar; 
Jute Commissioner in the 
Ministry of Commerce; Joint 
Secretary in the Departments 
of Co-ordination and Econo¬ 
mic Affairs in the Finance 
Ministry; and Minister in the 
Indian High Commission in 
London. 
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COMPANY 

AFFAIRS 


Zenith Steel 

Zenitii Snxi- Pipes plans to 
diversify its activities by un¬ 
dertaking the manufacture of 
steel ingots near Khapoli in 
Maharashtra. The project 
will involve an outlay of Rs 70 
lakhs. The company need not 
await a formal clearance from 
the union government as the 
total investment is below Rs 
one crore. The company 
does not propose to issue any 
fresh capital. The entire cost 
of the project will be financed 
out of bank borrowing and 
the company's internal re¬ 
sources. The marketing of 
steel ingots will not present 
any problem to the company 
as steel rerollers, the real 
consumers, are very often 
faced with acute shortage of 
this critical raw material. 
Zenith is also planning to 
have an alloy steel casting 
unit but this will take time as 
the investment will run into 
more than Rs three crorcs 
requiring formal sanction from 
the government. Meanwhile 
the government has cleared the 
company’s application for 
doubling its pipe capacity to 
72,000 tonnes per annum. 

Mahindra and Mahindra 

Mahindru and Mahindra 
has declared a higher equity 
dividend of 12 5 per cent for 
the year ended October 31, 
1972 as compared to 11 per 
cent paid for the previous 
year. The proposed dividend 
is, however, payable on a 
much larger capital following 
the merger of the Union Bank 
of India Ltd with the com¬ 
pany. Thus the dividend for 
1971-72 will absorb Rs 55.14 
lakhs as against Rs 34.85 lakhs 
in the previous year. The 
increase in distribution follows 
an excellent performance, the 
company’s gross profit having 
more than doubled to Rs 3.17 

’ bastbrn economist 


crores from Rs 1.52 crores in 
1970-71. The marked im¬ 
provement in performance is 
attributed to smart increases 
in the production of vehicles 
and spare parts. Sales of jeep 
vehicles went up by 12.14 per 
cent from 11,472 to 12,876 
units, while production shot 
up by 18.69 per cent to 13,504 
from 11,377 units in 1970-71. 
All the manufacturing divi¬ 
sions too have reported good 
progress during the year, the 
steel and machine tools divi¬ 
sions also fared equally well 
during 1971-72. The demand 
for the company’s products 
and services continues to show 
a rising trend. The company 
has maintained its progress on 
the export front too and 
during the year as many as 
561 vehicles were exported by 
the company. 

Out of the gross profit the 
directors have appropriated a 
sum of Rs 87 lakhs to depre¬ 
ciation reserve, Rs 62 lakhs to 
taxation reserve, Rs 20 lakhs 
to contingencies reserve. Rs 50 
lakhs to development rebate 
reserve, Rs 4 lakhs to deben¬ 
ture redemption reserve and 
Rs 93 lakhs, to general reserve 
as against Rs 39 lakhs, Rs 50 
lakhs, Rs 10 lakhs, Rs 4 lakhs 
and Rs 25 lakhs provided 
respectively in 1970-71. The 
proposed dividends will be 
paid out of the general 
reserve, 

NOCIL 

National Organic Chemical 
Industries Ltd, has reported 
all round improvement in its 
working results during 1972 
with production, sales and 
profits recording substantial 
gains over the preceding year. 
The equity dividend for 1972 
too has been doubled to 10 per 
cent. Total production showed 
a handsome rise despite plants 
being offstream for four to five 


weeks for the planned bien¬ 
nial maintenance shut down. 
With sales up by about eight 
per cent from Rs 28.79 crores 
to Rs 31.04 crores gross profit 
moved up by about 11 per cent 
from Rs 7.93 crores to Rs 8.83 
crores. It is significant that 
profits have improved despite 
cost inflation and general 
maintenance of the price line by 
the company for its products. 

Out of the gross profit the 
directors have allocated a sum 
of Rs 361.78 lakhs to deprecia¬ 
tion, Rs 378 lakhs to develop¬ 
ment rebate reserve, Rs 13 
lakhs for deferred taxation 
reserve, Rs 120.06 lakhs, to 
general reserve as against Rs 
346-93 lakhs, Rs 15.00 lakhs, 
Rs 82 00 lakhs and Rs 60.32 
lakhs provided respectively in 
1971. The equity dividend 
will absorb Rs 120 lakhs as 
compared to Rs 60 lakhs in 
1971 and will be paid out of 
the general reserve. 


Mysore Cements 

The capacity of the cement 
industry which was only 1.5 
million tonnes at the time of 
independence has registered 
a spectacular rise during the 
last 25 years, the capacity at 
present being 19.5 million 
tonnes. Effective production 
in 1972 amounted to 15.7 
million tonnes, despite the 
power cut, wagon shortage 
and All India Cement Workers 
strike which affected produc¬ 
tion to the tune of half a 
million tonnes. Although 
production has multiplied 
more than 10 times, the 
cement industry is unable to 
satisfy the ever growing 
demand and it is feared that 
the shortage will become more 
critical in the years to come. 
The task force of Planning 
Commission has estimated 
the demand of cement at the 
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end of the fifth Plan at 28 
million tonnes. To achieve 
this production it would be 
necessary to have an installed 
capacity of 35 million tonnes 
in 1978-79 on the basis of 80 
per cent capacity utilisation. 
In other words the capacity 
of the industry has to be 
doubled within the next six 
years. This is certainly not 
an impossible task provided 
a more realistic and helpful 
policy is adopted in regard 
to cement prices and licensing 
policy and procedure. This 
was emphasised by Mr D.P. 
Mandelia, the Director of 
Mysore Cements Ltd while 
addressing the annual general 
meeting of the company held 
recently at Bangalore. 

There has been no change 
in the price of cement from 
April 1969 although the manu¬ 
facturing costs have increased 
considerably during the last 
four years. Further the 
government called upon the 
manufacturers to give an 
interim increase of Rs 25 
per month from June 1, 1972. 
The price of coal too has 
increased by nearly 20 per 
cent since nationalisation and 
what is more the railway 
freight on coat has gone up 
as a result of the new levies 
proposed in the Railway 
Budget for 1973-74. Therefore 
Mr D.P. Mandelia urged the 
Tariff Commission to take 
into account all these factors 
while recommending the price 
increase on cement. Besides 
to achieve a faster growth of 
cement industry Mr Mandelia 
suggested that the governmept 
should continue the develop¬ 
ment rebate for a further 
period of five years besides 
granting licences to the exist¬ 
ing units either for expansion 
or setting of new units where 
new entrepreneurs are not 
forth coming. 

ICICI 

The net profit of Industrial 
Credit and Investment Cor¬ 
poration of India Ltd 
(ICICI) after providing for 
depreciation, bad and doubt¬ 
ful debts and taxation amoun¬ 
ted to Rs 189.33 lakhs in 
1972 as against Rs 179.27 
lakhs in the previous year. 
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The directors have recom¬ 
mended a dividend of 10 per 
cent subject to deduction of 
tax—the same as in the pre¬ 
ceding year—on the equity 
shares. 

Maharashtra Sugar 

Maharashtra Sugar Mills has 
earned during the year ended 
September 30, 1972 a lower 
gross profit of Rs 77.41 lakhs 
as compared to Rs 87.59 lakhs 
in 1970-71, The directors have 
declared an equity dividend 
of 16 per cent on a enlarged 
capital resulting from the bonus 
issue. In 1970-71 the company 
paid a dividend of 20 per cent. 
The company’s sales have been 
maintained around Rs 5.84 
crores. During 197J-72 the 
company crushed 2.27 lakh 
tonnes of cane as against 3.03 
tonnes of cane in the preceding 
year and produced 2.53 lakh 
bags of sugar as compared to 
3.46 lakh bags in 1970-71. But 
production of potable liquor 
recorded a sharp rise to 2.97 
lakh litres from 62,000 litres 
while the output of spirits in¬ 
creased from 26.85 lakh litres 
to 29.68 lakh litres. Out of the 
gross profit the directors have 
set apart a sum of Rs 18.05 
lakhs to depreciation, Rs 0.82 
lakh for development rebate 
reserve, and Rs 33.50 lakhs 
for taxation as against Rs 
16.20 lakhs, 3.56 lakhs and 
Rs 41.50 lakhs, provided res¬ 
pectively in 1970-71. This 
leaves a lower net profit of Rs 
25.04 lakhs as compared to Rs 
26.33 lakhs in the earlier year. 
The proposed equity divi¬ 
dend will claim Rs 21.16 lakhs, 
Rs 2.26 lakhs more than in 
1970-71 and will be paid out 
of the general reserve. 

Aruna Sugars 

Aruna Sugars proposes to 
capitalise reserves and issue 
bonus shares in the ratio of 
two shares for every five shares 
held. Further the company 
has decided to declare a final 
payment of five per cent 
making a total of 20 per cent 
for the year ended September 
30, 1972 as against 12 per cent 
paid for 1970-71. The company, 
it is significant to note, has set 
up new records in almost in 
all areas of its operations. 


During the year under review 
the cane crushed went up to 
4.7 lakhs tonnes from 2.5 lakhs 
tonnes, with the sugar produc¬ 
ed moving up to 25,440 tonnes 
from 23,129 tonnes in 1970-71. 
The sugar recovery also im¬ 
proved from 9.27 per cent to 
9.39 per cent. Sales spurted 
to Rs 606.90 lakhs from 409.59 
lakhs in the preceding year. 
Higher average selling prices, 
appreciable rise in output and 
better recovery accounted for 
the remarkable improvement 
in sales. The profit before 
depreciation and taxation al¬ 
most doubled to Rs 82.85 
lakhs as compared to Rs 45.33 
lakhs in 1970-71. Out of the 
gross profit, the directors have 
allocated a sum of Rs 20.97 
lakhs to depreciation, Rs 6.60 
lakhs to development rebate 
reserve, and Rs 48.80 lakhs 
to general reserve as against 
Rs 17.29 lakhs, Rs 800 
lakhs and Rs 25.00 lakhs 
allotted respectively in 1970-71. 
A sum of Rs 3.00 lakhs was 
earmarked for taxation reserve 
and Rs 3.50 lakhs to gratuity 
fund as against no provisions 
in 1970-71. The proposed 
equity dividend will claim Rs 
17.83 lakhs as compared to Rs 
10.64 lakhs in the preceding 
year. 

Since the crushing capacity 
had been increased from 2000 
tonnes to 3000 tonnes in 
December 1972, the company 
would be able to crush four 
lakh tonnes in 1972-73 as 
compared to 2.7 lakhs tonnes 
crushed during 1971-72. What 
is more, the company is in the 
process of implementing a 
further increase to 4000 tonnes 
of crushing per day. When 
this is completed in about two 
years, the company would be 
able to crush as much as seven 
lakhs tonnes annually. It is esti¬ 
mated that the current scheme 
for expanding the daily capacity 
to 4000 tonnes will cost around 
Rs 2 crore. This will be met 
from internal resources and 
borrowings from term lending 
institutions. These will thus 
be no issue of fresh capital 
for the time being. 

Union Carbide 

Union Carbide India Ltd has 
reported remarkable improve¬ 


ments in its working results 
during the year ended Decem¬ 
ber 25, 1972. Sales during 
• the year spurted to Rs 699.6 
million from Rs 575.7 million 
in 1971 while net profit after 
tax but before providing for 
development rebate reserve 
amounted to Rs 39.5 million as 
against Rs 39.7 million in 1971. 
A sum of Rs 4.2 million was 
earmarked for development 
rebate reserve as against Rs 6.6 
million in 1971 while the allo¬ 
cation for taxation was stepped 
up from Rs 39.0 million to 
Rs 63.5 million. An interim 
dividend of Rs 1 per share 
was paid to shareholders on 
November 17, 1972. Out of 
the remaining surplus, Rs 23.1 
million hac been transferred to 
the general reserve. The direc¬ 
tors have proposed a final 
dividend of Rs one per share 
amounting to Rs 12.3 million 
to be paid to all shareholders 
who are on the Register of 
Members as on April 24, 1973. 

The market for the com¬ 
pany’s products in general con¬ 
tinued to expand but chemicals 
remained generally depressed 
throughout the year. Sales of 
polyethylene again recorded an 
increase but domestic produc¬ 
tion could not meet fully the 
demand in the country. Battery 
sales were maintained at a high 
level during the first half of 
the year but slackened during 
the second half of the year due 
to adverse economic conditions 
following the poor monsoon. 
Exports of frozen shrimp were 
quite satisfactory during the 
first full year of operation. 

Adarsh Chemicals 

Adarsh Chemicals and Ferti¬ 
lizers propose to issue right 
shares in the ratio of one new 
share for every two shares 
held. The proposed rights 
issue is expected to be made by 
May 1973. The proceeds of 
the issue will be utilised for 
meeting a part of the finance 
required for the company’s 
maleic anhydride project. The 
cost of the project is estimated 
at Rs 2.25 crores and it will 
have a manufacturing capacity 
of 3,000 tonnes of maleic an¬ 
hydride per annum. The com¬ 
pany received the letter of 
intent for the project in 1966 
but due to the procedural 


delays involved in obtaining 
the approval of the central 
government, the project could 
not take the concrete shape so 
far. It has, however, now 
taken a definite shape. The 
company has entered into a 
technical collaboration agree¬ 
ment with Halcon Internation¬ 
al Int., USA. Production is 
likely to commence in 1974. 

Unit Trust 

The sale and repurchase 
prices of the Unit Trust of 
India were raised by five paise 
each to Rs 10.95 and Rs 10.65 
respectively with efiect from 
February 20. 

News and Notes 

{Expansion and diversification) 

Camphor and Allied Pro¬ 
ducts has received a letter of 
intent for the manufacture 
of 500 tons of toxaphene 
and negotiations for tech¬ 
nological know-how for Ihc 
project which will cost Rs 35 
lakhs arc in progress. The 
company has agreed in prin¬ 
ciple to establish a unit in 
Meghalaya jointly with the 
state government to manufac¬ 
ture initially essential oils and 
other chemicals and rosin and 
turpentine at a later stage. The 
project will involve an invest¬ 
ment of Rs 9 lakhs in the 
shares of the new company. 
The work of designing the 
plant in respect of the expan¬ 
sion project for turpentine 
rosins and para menthanc hy¬ 
droperoxide has been delayed 
on account of certain technical 
problems but the final layout 
for the plant is expected to be 
ready by the end of the current 
year. The company's research 
centre at Baroda is expected to 
start functioning in the middle 
of April. 

New Issues 

Bilaspur Spinning Mills and 
Industries will be entering the 
capital market sometime in 
April with a public issue of 
three lakh equity shares of 
Rs 10 each at par. The pro¬ 
ceeds of the issue will be uti¬ 
lised for financing partly the 
company expansion programme 
estimated to cost Rs 1.35 
crores. It will involve installa- 
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tion of 12,936 spindles. The 
company has an authorised 
capital of Rs one crore rupees 
—Rs 75 lakhs in equity and 
Rs 25 lakhs in cumulative 
redeemable preference shares. 

The issued and subscribed 
capital is of the order of Rs 
34.90 lakhs. The present issue is 
for Rs40 lakhs—Rs 35 lakhs in 
equity and Rs 5 lakhs in pre¬ 
ference shares. Of this, equity 
shares of Rs 5 lakhs and pre¬ 
ference shares of Rs 5 lakhs 
have been reserved for allot¬ 
ment to promoters, directors 
and their friends. The capital 
outlay of Rs 1.35 crorcs will 
be met by additional capital of 
Rs 50 lakhs, loan from JFC 
and 1DBI of Rs 90 lakhs and 
central government subsidy 
expansion in backward area of 
Rs 5 lakhs. The company 
proposes to complete the pro¬ 
ject by the end of the current 
year. The company’s yarn has 
good demand from power- 
looms in Bilaspur district. The 
directors are confident that 
barring unforeseen circums¬ 
tances, the company will be in 
a position to pay preference 
dividend as also an equity 
dividend of 10 per cent for the 
year ending September 1972 
with a pro-rata dividend on 
new equity shares. 

The Saraswati Stee* and 
Alloys Ltd, a new company 
incorporated in Delhi in May 
last, is putting up at Mu/.attar- 
nagar, UP, a 10-tonnc electric 
arc steel melting furnace with 
an annual rated capacity of 
20,000 tonnes per annum. The 
state electricity board has 
sanctioned the power load 
needed for the project. The 
company expects to start com¬ 
mercial production by May 
this year. The project is pro¬ 
posed to be financed by equity 
capital of Rs 40.75 lakhs, a 
loan from UP Financial Cor¬ 
poration of Rs 20 lakhs and a 
term loan from a bank of 
Rs 22 lakhs. Equity shares of 
the value of Rs 24.75 lakhs 
are proposed to be offered to 
the public for subscription. 

Capital and Bonus 
Issues 

The government of India has 
permitted the following 13 


companies to raise total capital 
amounting to over Rs 6.95 
crores. 

Bajaj Tempo Ltd, has been* 
granted consent, valid for three 
months, for issue of bonus 
shares by capitalising general 
reserves to the extent of 
Rs 79,04,445. 

Bajaj Auto Ltd, Poona, has 

been granted consent valid for 
three months, for issue of bo¬ 
nus shares worth Rs 78.34 lakhs 
by capitalising general reserves. 

Blow Plast Private Ltd, 
Bombay, has been granted 
consent, valid for three months, 
for issue of bonus shares 
worth Rs 27.00 lakhs only. 

Atlas Cycle Ltd, Soncpat, 

has been granted consent valid 
for three months for issue of 
bonus shares worth Rs 11.00 
lakhs. 

Badra Coffee Estates Ltd, 
Bangalore, has been granted 
consent, valid for three months, 
for the issue of bonus shares 
worth Rs 3,18,750. 

ECK Haubold and Laxmi 
Ltd, Bombay, has been granted 
consent valid for three months, 
for issue of bonus shares 
worth Rs 2.50 lakhs. 

Echjay Industries Private Ltd, 
Bombay, has been granted 
consent valid for three months 
for the issue of bonus shares 
worth Rs 14.00 lakhs. 

Mysore Film Industry Deve¬ 
lopment Corpn. Ltd, Bangalore, 

has communicated to govern¬ 
ment of its proposal to issue 
capital under clause 5 of the 
Capital Issues (Exemption) 
Order 1969 to the value of 
Rs 85,10,000 in the form of 
equity shares of Rs 100 each 
for building a film city complex 
near Bangalore. 

Premier Instruments Coimba¬ 
tore Ltd, Coimbatore, has com¬ 
municated to government or 
its proposal to issue capital 
under Clause 5 of the Capital 
Issues (Exemption) Order 1969 
to the value of Rs 40,00,000 
(including Rs 40,000 already 
subscribed) in 4 lakhs equity 
shares of Rs 10 each for cash 
at par out of which shares 


worth Rs 25 lakhs will be 
offered to the public through a 
prospectus for financing the 
project for the manufacure of 
dashboard instruments for 
automobiles. 

The New Shorrock Spg. & 
Mfg. Co. Ltd, Ahmedabad, 

has been accorded consent for 
the issue of capital of 
Rs 5,02,500 in 4,020 equity 
shares of Rs 125 each credited 
as fully paid-up to the share¬ 
holders of M/s M. G. Invest¬ 
ment and Industrial Co. Ltd, 
in terms of the scheme of amal¬ 
gamation approved by the 
Bombay and Gujarat High 
Courts. The consent order is 
valid for 12 months only. 

The Maknm Tea Co. (India) 
Ltd, has been accorded con¬ 
sent valid for 12 months to 
issue securities of the value of 
Rs 100.08 lakhs—Rs 47.88 
lakhs in equity shares and 
creation of charge in respect of 
an interest free loan of Rs 52.20 


lakhs the proceeds of the issue 
will be utilised to satisfy the 
consideration for taking ove$ of 
the undertaking in India of the 
Makum (Assam) Tea Co. Ltd, 
incorporated in UK. 

West Bengal Industries Deve¬ 
lopment Corporation Ltd, Cal¬ 
cutta, having a paid-up capital 
of Rs 96.40 lakhs has been 
accorded consent for the issue 
of bonus of the value of Rs 100 
lakhs divided into 400 bonds 
of Rs 25,000 each carrying 
interest at the rate of 6 per 
cent per annum and redeem¬ 
able after 12 years for cash at 
an issue price of Rs 99.75. The 
Corporation will have the right 
to retain the additional subs- 
ctiption to the extent of 10 per 
cent of the notified amount of 
Rs 100 lakhs. The proceeds 
will be utilised for augmenting 
the resources of the Corpora¬ 
tion. The consent order is 
valid for 12 months only. 

The Ahmedabad Advance 


Dividends 

(Per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previous 




Year 

Year 

Higher Dividends 

Bharat Sugar 

June 30, 1972 

17.5 

15.0 

Ramon and Demn 

March 31, 1972 

1Q.0 

8.0 

Madura Millls Ltd 

December 31, 1972 

9.0 

8.0 

Thirumbadi Rubber 
Company 

September 30, 1972 

10.0 

5.0 

India Sugars and 
Distilleries 

September 30, 1972 

8.0 

Nil 

Same Dividend 

New India Sugar Mills 

June 30, 1972 

18.5 

18.5 

Arlabs 

June 30, 1972 

Nil 

Nil 

Gammon India 

March 31, 1972 

Nil 

Nil 

Savamalai Estates 

September 30, 1972 

30.0 

30.0 

Borax Morarji 

December 31, 1972 

16.0 

16.0 

Madhavnagar Cotton 
Mills 

June 30, 1972 

Nil 

Nil-1- 

Mysore Sugar Company June 30, 1972 

20.0-1—t- 

20.0 

Reduced Dividend 

Jagatjit Sugar 

April 30, 1972 

10.0 

12,0 

Albright Morarji and 
Pandit 

October 31, 1972 

15.04-4- 

16.0 

Jaipur Udyog 

June 30, 1972* 

Nil 

5.0** 

Coorg Tea Co. 

September 30, 1972 

7.5 

10.0 


* For fifteen months ended June 30, 1972 
** for the year ended March 1971 
-f- for fifteen months ended June 1971 
4-4- on enlarged capital 
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Mills limited, Bombay, has 
been granted consent for issue 
•of convertible debentures 
worth Rs 150.00 lakhs to be 
placed privately with the regis¬ 
tered holders only. The vali¬ 
dity of the consent order will 
expire after the expiry of one 
year. The capital is required 
for expansion of the company’s 
metals division at Navasari. 

Licences and Letters of 
Intent 

The following licences and 
letters of intent were issued un¬ 
der the Industries (Develop¬ 
ment and Regulation) Act 
1951 during the fortnight ended 
September 30, 1972. The list 
contains the names and add¬ 
resses of the licensees, articles 
of manufacture, types of li¬ 
cences, — New Undertaking 
(NIJ): New Article (NA); Sub¬ 
stantial Expansion (SE); Carry 
on Business (COB); Shifting— 
and annual installed capacity. 

Licences Issued 

Metallurgical Industries 

M/s Usha Martin Black 
(Wire Ropes) Ltd; 14, Princep 
Street, Calcutta-13. (Adihya 
Pur-Bihar) — High/Low Car¬ 
bon Alloy Steel Billets.— 
50,000 tonnes (NU); M/s 
Modi Industries Ltd; Modi- 
nagar (UP) (Modinnagar- 
Uttar Pradesh) — Spring Steel 
Flat & Sections - 30,000 ton¬ 
nes; l'ree Cutting Steel Flats 
and Sections — 10,000 tonnes 
(to be rolled from 50,000 
tonnes of Steel billets per 
annum to be produced from 
Scrap in electric furnace - ~ 
(SE); M/s C\ Prabhudas & 
Co. Pvt Ltd; Mehta Cham¬ 
bers Mahatma Gandhi Road, 
Bhavnagar-(Gujarat) — Steel 
Wires of various types. 
— 9,000 tonnes (Excluding 
stainess steel wires (Coated or 
otherwise) thinner than 18 
gauge) — (COB); M/s Nireka 
Engg & Co (P) Ltd; 29, The 
Mall, Calcutta-28. (Calcutta- 
West Bengal) — H.P. Carbon/ 
Alloy Steel Bolts Nuts & Studs 
etc— 1050 tonnes; H.T. Cor¬ 
rosion Resistant Statainless 
Steel Nuts, Bolts & Studs 
etc — 100 tonnes; H.T. 

Corrosion Resisfant Alumi¬ 
nium Bronze Bolts, Nuts & 


Studs — 20 tonnes; Galvanised 
M.S. Bolts, Nuts & Studs —50 
tonnes — (NU); M/s Bombay 

Metal & Alloys Manufactur¬ 
ing Co Pvt Ltd; Off Magazine 
Street, New Reay Road Sta¬ 
tion, Bombay-10 DD. (Off 
Magazine Street—Near Reay 
Road Station-Bombay-Maha- 
rashtra) — Ferrous castings— 
9,000 tonnes; Non ferrous 
Castings — 900 tonnes — 
(COB). 

Electrical Equipment 

M/s Punjab Anand Batteries 
Ltd., P.B. No 23, 1106, Sec¬ 
tor ll-C Chandigarh. (Mohali- 
Punjab-(Chandigarh) — Dry 
Cell Batteries — 60 million 
Nos — (NU); M/s Madhya 
Pradesh Electricals Ltd; Mahes- 
wari Bhavan, Civil Lines, Bho¬ 
pal-2. (Bhopal-Madhya Pra¬ 
desh) — Paper Covered Strips 
—1200 tonnes — (NU); M/s 
Associated Battery Makers 
(Eastern) Ltd; 59C, Chowrin- 
ghee Road, Calcutta-20. (Chin- 
chwad-Poona-Maharashtra) — 
Polypropylene Containers — 
20,000 Nos - (SE); M/s Asso¬ 
ciated Battery Makers (Eastern) 
Ltd; Barlow House, 59C, 
Chowringhec Road, Calcutta- 
20. (Chinchwad-Poona-Maha- 
rashtra) — Automotive batte¬ 
ries 1,20,000 Nos; Polypro¬ 
polyene Containers (for captive 
capacity) — 1,20,000 — (SE); 
M/s Sylvania & Laxman Ltd; 
68/2, Najafgarh Road, New 
Delhi-15. (New Delhi) - GLS 
Lamps high wattage (300-1500 
w) — 1.20 million Nos; Small 
Lamps (Train, Pigmy Candle, 
Coloured lamps), - 3.00 mil¬ 
lion Nos; Small lamps (Loco¬ 
motive Head lamps* operation 
Theatres, Railway Signalling 
lamps) — 0.10 million Nos 
(one lakh) Auto Lamps (Head 
light. Side & Tail lamps); 
—3.00 million nos; Telephone 
Switch board lamps —3.00 
million Nos; G.L.S. Lamps 
(15-250w) — 9.00 million Nos 
Tungsten filament (Coils) -- 
29.00 million Nos; Lead in 
wires (Electrodes) — 58.00 
million Nos — (SE); Shri K.B. 
Narasappaj'62/145 Fort, Kur- 
nool (A.P.) (Hydcrabad- 
Andhra Pradesh) — Electrical 
Stampings — 3000 tonnes 
(NU); M/s Jayant Metal Mfg. 
Co; Post Box No 7009, 16, 


Sayani Road, Bombay-25-DD. 
(Maharashtra) — Winding 
wires upto 41 SWG (Thicker 
Gauges) Super Enamelled in 
Copper & Aluminium - 300 
tonnes — (SE). 

Telecommunication 

M/s Bharat Electronics Ltd; 
Bangalore-13. (Mysore) 
Receiving valves - 10 million 

Nos — (SE). 

Transportation 

The Cochin State Power & 
Light Corpn. Ltd; 20, Second 
Line Beach, Madras-I. (Ban- 
valore-Mysore) Engine val- 
ges—15 lakh Nos — (NU); 
M/s Bharat Gears Ltd: Allaha¬ 
bad Bank Building, 17, Parlia¬ 
ment Street, New Delhi (Kausa 
& Shil-Thana-Maharashtra) — 
Spiral Bevel, Straight Bexel, 
Spur & Helical Gears and 
Worm Gears — 1000 tonnes - 
(NU). 

Industrial Machinery 

M/s Paper & Pulp Conver¬ 
sions Ltd; Shukrawar Peth, 
Poona-8. (Khopoli-Maha- 
rashtra) Paper & Pulp Mill 
Plants of and upto 50 tonnes,/ 
day capacity. One Plant — 
worth Rs 35 lakhs to be fabri¬ 
cated every two years — (SE): 
M/s Garden Reach work¬ 
shops Ltd; 43/46m, Garden 
Reach Road, Calcutta-24. 
(Calcutta-West Bengal) — 
Conventional Belt conveyors 
of width normally upto 1200 
mm and also to include extra 
high capacity (8000 TPH) 
Conveyors, 1800 mm. with 
1200/1600 Kw derived — Ini¬ 
tial capacity — 1000 nos 
(Rs 50 lakhs): Final capacity- 
1200 nos (Rs 60 lakhs; Acces¬ 
sories for Conveyors such as 
Motor operated Travelling 
Tripper-including specialised 
equipment such as Crawler- 
Mounted Tripper - Initial 
capacity — 400 nos (Rs 40 
lakhs); Final capacity - 500 
nos (Rs 50 lakhs); Apron con¬ 
veyors/ Feeders upto and in¬ 
cluding 1000 TPH capacity. 
Screens Initial capacity — 250 
nos (Rs 25 lakhs); Final capa¬ 
city — 300 nos (Rs 30 lakhs): 
Electro-magnetic/ Vibratory 
Feeders Capacities varying up¬ 


to 1000 TPH. - Initial capa¬ 
city 500 nos (Rs 401 akhs): 
Final capacity 600 nos (Rs 50 
lakhs) — (NA). 

Agricultural Machinery 

M/s International Tractors 
Co of India Ltd: Kandivli East 
Akruli Road, Bombay-67. 
(Bombay-Maharashtra) —Agri¬ 
cultural Tractors Diesel Wheel¬ 
ed B-275/276. (35HP) and 

B434 (43HP) Models — Ex¬ 
pansion from 7000 Nos to 
10,000 Nos — (SE). 

Engineering Industries 

M/s Forbes Forbes Camb- 
bell & Co Ltd ;Forbes Bldg, 
Home Sjreet, Bombay-I. 
(Chandivali-Bombay-Maharash- 
tra) — Threading Taps — 40 
lakhs Nos (after expansion)— 
(SE); M/s Gedorc Tools (India) 
Pvt Ltd: 151: Golf Links, 
Post Box No 3027, New Delhi. 
(Faridabad-Haryana) — For¬ 
ged Hand tools 6320 
tonnes — (SE); M/s Indian 
Tools Manufacturers Ltd; 
Central Administration, 101, 
Sion Road, Sion, Bombay- 
22DD. (Panch Pakhadi-Thana- 
Maharashtra) - Gear Hobes 
(in High speed steel) — 6000 
Nos; Gear Cutters (in High 
Speed Steel) — 3000 Nos (NA); 
M/s S.B.P. Tools Ltd; Lattice 
Bridge, Madras-41. (Thiruvan- 
miyur-Tamil Nadu) Involute 
Gear Cutters 3000 Nos.; 
Gear Hobes 1000 Nos; 
Gear Shapings & Shaving — 
1000 Nos; Segmental Saws 
Inserts — 25.000 Nos; Car¬ 
bide Tipped Tool, — 120,000 
Nos: Breaches — 1000 Nos.— 
(NA). 

Office and Household Equipment 

M/s Remington Rand of In¬ 
dia Ltd., 3. Council House 
Street. Calcutta-1. (Faridabad- 
Haryana) — Portable Type¬ 
writers --15,000 Nos (NU). 

Fertilisers 

M/s Fertilizers & Chemicals, 
Travancore Ltd; P.O. Udyog- 
mandal, Kerala. (Ambala- 
inedu-Ernakulam-Kerala) — 
NPK Fertilizers consisting 
of the following ratio 1:1:1; 
1:1:0; 1:2:1; 1:2:0; 2:1:1: 
1:2:2; Capacity p.a. (finished 
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products) 4,85,000 tonnes - 
Capacity p.a. (in terms of nut¬ 
rients) 90,460 tonnes of N* 
1,13,740 tonnes of P205, 53,590 
tonnes of K20: ‘‘Capacity for 
manufacture will he only 
40,360 tonnes, additional nit¬ 
rogen to the extent of 50,100 
tonnes is to he made available 
from Urea produced from Co¬ 
chin Fertilizer Project Phase-1: 
Cryolite - 7500 tonnes 
<NA). 

Chemicals 

M/s Jayshrcc General Agen¬ 
cies: 10/183, Moidon Polli 
Road, Calicut, Kerala. (Co¬ 
chin Shipyard Premises-Kerala) 
—Oxygen Gas — 0*9 million 
cubic metres; Dissolved Acety¬ 
lene Gas.—0.20 million cubic 
metres — (NU); M/s Industrial 
Oxygen Co (Pvt) Ltd: 38, (A) 
Vadgaon Shri, Off Nagar Road, 
Poona-14. (Poona-Maha- 

rashtra) —■ Hydrogen Gas — 
4,00,000 cubic metres 
-^NA); M/s Agromorc Ltd: 
Mysore Road, Bangalore-25. 

(Mysore Road-Bangalore-My- 
sore) — 2, 4-D — 360 tonnes; 
2, 4, 5-T — 75 tonnes; Esters 
and Formulations; Dimcthlyl 
Amino Salt of 2-4- D; Butoxy 
Ethanol Esters of2-4-D; Ethyl 
Esters of 2-4-D; Butoxy Etha¬ 
nol Esters of 2-4-5-T; Butoxy 
Ethanol Esters of 2-4-5-T; 
N. Butyl Ester of 2-4-5-T; Pro¬ 
duct based on AMIBEN; Pro¬ 
duct based the Amino Trimolc; 
Product based on Fenac; Pro¬ 
duct based on loxynil; Product 
based on Bromoxynil; Pro¬ 
duct based on Sindone-A; 
Product based on Sindonc-B.— 
1165 tonnes — (COB); M/s 
Nuchem Plastics Ltd: 54, In¬ 
dustrial Area, Fardiabad, 
N.I.T. (India) (Faridabad-Har- 
yana) — Urea * Formal dchyde 
Moulding Powder — 3800 ton¬ 
nes ; Melamine Formaldehyde 
Moulding Powder — 1200 ton¬ 
nes (The existing licenced ca¬ 
pacity is 1600 tonnes of F/MF 
Moulding Powders) — (SE): 
M/s Mysore Pctro-chemicals 
Ltd: 36, Cunningham Road, 
Bangalore-1B. (Mysore) — 
Phthalic Anhydride — 6000 
tonnes; Platicisers — 3000 ton¬ 
nes — (NU). 

Dyestuffs 

M/s Rainbow Dyestuffs Pri¬ 
vate Ltd: Pratapnagar Road, 


Baroda-4. (Gujarat) — Vat 
Dyes —102 tonnes— (NU). 

Drugs & Pharmaceuticals 

M/s India Drugs & Pharma¬ 
ceuticals Ltd: N-12, South 
Extension Part I, New Delhi- 
49. (Andhra Pradesh) — Sul- 
phamethizolc — 5 tonnes -- 
(NA); M/sSunceta Vitamins & 
Chemicals Ltd: 2, ‘Jailaxmi’, 
White Church, indore-MP. 
(Madhya Pradesh) -- Vitamin 
C -125 tonnes; Sodium Ascor¬ 
bate 12.5 tonnes; Calcium 
Ascorbate — 5 tonnes; Sorbitol 
100 per cent — 350 tonnes; 
Sorbitol 60 per cent 300 tonnes 

— (NU) 

Textiles 

M/s Oswal Spinning & 
Weaving Mills Ltd: Industrial 
Area ‘A’, Ludhiana. (Punjab) 

— Art Silk Fabrics — 2 Power- 
looms. — (SE); M/s General 
Industrial Society Ltd: Ruby 
House, 8 India Exchange Place, 
Calcutta. (V izianagaram-An- 
dhra. Pradesh) — Jute Twine 
—4200 tonnes — (SE); M/s 
Spinning & General Mills Ltd: 
Chandigarh Road, Ludhiana. 
(Ludhiana-Punjab) — Cotton 
yarn. — 10,000 spindles — 
(SE). 

Paper & Pulp 

M/s The South India Paper 
Mills (P) Ltd: Chikkayna Chat- 
ra, P.O. Napjangled, Mysore, 
(Nagjangud-Mysorc) • MGP 
Paper, M.F. Paper & Board, 

— Expansion from 3,800 ton¬ 
nes to 4,400 tonnes; (Expan¬ 
sion envisage M.F. Printing & 
Writing Paper—600 tonnes.— 
(SE); M/s Delhi Pulp Indus¬ 
tries: ‘Akashdeep’ Barakhamba 
Road, New Delhi-1. (Farida- 
bad-Haryana) — Pulp — Ex¬ 
pansion from 4500 tonnes to 
6500 tonnes; Paper — Ex¬ 
pansion from 4500 to 6500 ton¬ 
nes — (SE); M/s Orient Paper 
Mills Ltd: UCO Bank Build¬ 
ing, Parliament Street, New 
Delhi-1. (Brajrajnagar-Orissa) 

PuJp •« 76,000 tonnes; 
Paper & Paper Board — 
76,000 tonnes — (COB). 

Sugar 

M/s The Tirupattur Coopera¬ 
tive Sugar Mills Ltd: No D.S.l. 
Tirupattur, Dist. North Arcot 
Tamil Nadu. (Vaniambadi Ta¬ 
luk-North Arcot-Tamil Nadu) 
—Sugar — 1250 tonnes of 


Sugarcane per day (NU) 

Food Processing Industries 

Shri Prem Chand Goyal: 
2/25, Pcrumal Mudali Street, 
Madras-1. (Thana-Maharash- 
tra) —* Wheat Products—30000 
tonnes -- (NU); M/s Vitalone 
Research Institute: 201/A, En- 
nore High Road, Madras-19. 
(Madras-Tamil Nadu) — Lac- 
tvita (Beverage); Lactvita ‘Baby 
Food’ — 600 tonnes — (COB); 
Shri Durga Prasad Gupta: 
204, Patliputra Colony, Patna- 
13. (Dinapur-Dist. Patna- 
Bihar) -- Wheat Products — 
24,000 tonnes — (NU); Shri 
Kesri Chand Aggarwal, 40 
Industrial Area, Chandigarh. 
(Mangalorc-Mysore) — Wheat 
Products — 30,000 tonnes — 
(NU); M/s Rajdhani Roller 
Flour Mills: N-204, Greater 
Kailash, New Delhi. (Delhi)— 
Wheat Products — 30,000 ton¬ 
nes — (NU); Shri B.D. Han- 
saria: N-204, Greater Kailash, 
New Delhi. (Dimapur-Naga- 
land) — Wheat Products — 
30,000 tonnes - (NU); Shri 
K.N. Goyal: 23, North Boag 
Road, Madras-12. (Thana- 
Maharashtra) — Wheat Pro¬ 
ducts — 30, (XX) tonnes — 
(NU); M/s Northern Flour 
Mills: 2, Camac Street, Cal- 
cutta-16. (Sevoke Road-Sili- 
guri-Wcst Bengal) — Wheat 
Products — 31,200 tonnes — 
(COB); M/s Madan Mohan 
Roller Flour Mills: Raniganj, 
Dist, Burdwun, West Bengal. 
(Burdwan-Wcst Bengal) — 
Wheat Products — 24,900 ton¬ 
nes — (NU); Purulia Flour 
Mills Pvt Ltd: Purulia (W.B.) 
(Purulia-West Bengal) — Wheat 
Products — 15,000 tonnes — 
(NU); M/s Seth Brothers : 
Shanti Niketan, Civil Lines, 
Meerut (UP). (Kanpur-Uttar 
Pradesh) — Wheat Products 
— 30,000 tonnes — (NU); 
Shri Om Prakash Gupta: 42, 
M.M. Road, First Flour, New 
Delhi-55. (Delhi) — Wheat 
Products — 30,000 tonnes - 
(NU); M/s Arun Roller Flour 
Mill:. Station Road Purulia 
(West Bengal). (Purulia-West 
Bengal) — Wheat Products— 
30,000 tonnes — (NU). 

Letters of Intent 

Metallurgical Industries 

M/s General Alloy Steel Ltd: 
17, Brabourne Road, Calcutta- 


1. (Purulia-West Bengal) 

Steel billets strips and wire 
rods. — 25,000 tonnes — (NU);. 
M/s Orient Steel & Wires In¬ 
dustries (P) Ltd : 2, Brabourne 
Road, Calcutta-I. (Haryana)— 
Mild Steel cold rolled strips 
and narrow strips—10,000 ton¬ 
nes—(NU); M/s The Baroda 
Rayon Corporation Ltd.: 
Great Western Building, 1st 
Floor, 130/122, Apollo Street, 
Fort, Bombay-1. (Udhna- 
Gujarat) — Pilfer-proof caps 
—200 million Nos-(NA). 

Electrical Equipment 

M/s Hindustan Cables Ltd: 
Moula Ali Industrial Estate, 
P.O. Hindustan Cables, Hy- 
derabad-51. (Hyderabad-An- 
dhra Pradesh) — Underground 
Telephone Cables — 5000 
SKMS — (NU). M/s Asian 
Electronics Ltd : Handloom 
House, 3rd Floor, 221, Dr 
D.N. Road, Bombay-]. (Nasik- 
Maharashtra) — Moulded 
Carbon Composition Resis¬ 
tors — 20 million Pcs.: Metal 
Film Resistors. —2 Million 
Pcs.; Metal Oxide Film Resis¬ 
tors. — 2 Million Pcs; Cormet 
Resistors — 5,00,000 Pcs — 
(NU). 

Transportation 

Shri M.V. Gokarn: D-22, 
Ganesh Prasad, Sleatcr Road, 
Bombay-7 WB. (Tamil Nadu) 
—Car valves — 25 lac Nos; 
Truck valves — 15 lac Nos; 
Bicycle valves; — 75 lac Nos; 
Valve Cores — 60 lac Nos; 
Valve caps — 60 lac Nos ; 
Bridge Washers — 15 lac Nos 
Hex Nuts — 15 lac Nos — 
(NU); Shri Dilwar Singh Sahni: 
K. 15, Lajpat Nagar-Ill, New 
Dclhi-24. (Ballabhgarh-Har- 
yana) — Shock Absorbers — 
6,00,000 Nos — (NU); Shri 
R.K. Bagla: 2-B, Ronaldshay 
Road, Alipore, Calcutta-27. 
(Tamil Nadu) — Automobile 
Type Tube valves — 30 lac 
Nos; Valve Cores; Valve Caps; 
Hex Nuts/Rim Nuts; Ring/ 
Bridge Washers; —50 lac Nos. 
p.a for each item—(NU); Shri 
C.K. Reddy M.I.E.: 1-2-593-/8, 
Domalguda, Hyderabad-29. 
(Andhra Pradesh) — Car Tyre 
Valves-201ac Nos.; Truck & 
Bus Tyre valves—30 lac Nos; 
Motor Cycle/Scooter Moped 
Tyre Valves — 10 lac Nos; 
Bicycle Tyre valves — 20 lac 
Nos; Valve Cores (Assorted)— 
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100 be Noe; Valve Cepe — 
OO^taftNos -*r (NO). 

Machbe Tools 

. M/e American Refrigerator 
Co Ltd: Plot No. 

38/39, Block D-2, MIDC, 
Chinchwad. Popna 19. (Chin- 
cbwad Poona-Mtdiarashtra)— 
Hydraulic Pitnching Presses 
group to; 90 tonnes capacity; 
Hydraulic Power — Copper & 
Notcher Bender; Hydraulic 
Shear Notcher Bender; Hydrau¬ 
lic Stationary Press 12-25 ton¬ 
nes capacity; Multiple Punch¬ 
ing Duplicators; Manual Bench 
Presses from 10 tons capacity 
onwards. Hand Punches; Tool¬ 
ing for the above various tools 
of different sizes; Automatic 
Power Units (Hydraulic equip¬ 
ment such as Hydraulic Pumps, 
Hydraulic Valves, Hydraulic 
Motors and Cylinders (Rs 75 
lakhs per annum — (SE). 

Chemicals 

M/s Dai-khi Karkaria (P) 
Ltd: Liberty Building, New Ma¬ 
rine Lines, Bombay. (Uttar 
Pradesh) — Synthetic Deter¬ 
gents — 10,000 tonnes — (30 
per cent A.D.) — (NU); M/s 
Jenson & Nichclson (India) 
Ltd.: 15/1, Asaf Ali Road, New 
Delhi-1. (24 Parganas-West 
Bengal)—Synthetic Resins—. 
1200 tonnes (after expansion)— 
(SE); M/s Hindustan Develop¬ 
ment Corporation Ltd: Hindu 
Family Building, 27, Sir R.N. 
Mukherjee Road, Calcutta-I 
(Khetri-Rajasthan) — Sodium 
Silco Flouride —5000 tonnes; 
Cryolite — 4000 tonnes; Acti¬ 
vated Silica (by product)— 
600 tonnes— (NA). 

Textile 

M/s Karnatak Cooperative 
Wool Finishing & Processing 
Plant Ltd: Ranebennur, Dhar- 
war, Mysore State. (Mysore) — 
— Woollen Yam — 576 Spin¬ 
dles — (NU);.M/s Industrial 
Reconstruction Corporation 
of India Ltd, 19, Netaji Subhas 
Road, 2nd Floor, Calcutta-I. 
(24 Parganas-West Bengal) — 
Processing of Cotton and 
Blended Textiles — 43.5 mil¬ 
lion meters on 3 shifts basis for 
300 days — (NU); M/S Nir- 
lon Synthetic Fibres A Chemi¬ 
cals Ltd: 115 Mahatma Gandhi 
Road, P.B. No 870, Bombay-1. 


(Maharashtra) — Nylon Tyre 
Yarn fabrics (by Converting 
Nylon Tym into fabrics —1150 
tonnes — (NA). 

Food Processing Industries 

M/s Andhra Pradesh State 
Agro Industries Corporation 
Ltd: 10-2-3. A.C. Guards, 
Hyderabad-4. (Andhra Pra¬ 
desh) — Freeze dried Hango 
Juice Powder — 200 tonnes; 
Other fiecze-dricd fruits vege¬ 
tables, prawns fish etc — 60 
tonnes; Mango Juice Concent¬ 
rate. — 200 tonnes — (NU). 

Robber Goods 

M/s UshaTelehoist Ltd: 14, 
Princep Street, Calcutta-13. 
(Calcutta-West Bengal) — 
Moulded Packings Seals and 
‘O’ Rings for Hydraulic & 
Pneumatic. —50 lakhs — (NU). 

Changes in Names 
(Owners or Under* 
takings) 

(Information pertains to parti¬ 
cular licences only). 

From M/s Watkins Mayor 
& Co, Jullundur to M/s Watk- 
ings Mayors & Co (Toka 
Works), Jullunder; from M/s 
India Hard Metals Pvt Ltd, 
Delhi to M/s India Hard 
Metals Ltd, Delhi-6.; From M/s 
Capital Lighting & Electronic 
Product, (P) Ltd, New Delhi to 
M/s Capital Lighting & Elect¬ 
ronics Products Ltd, New 
Delhi; From M/s Karanpura 
Mining Syndicate, Calcutta, to 
Karanpura Collieries Ltd, Cal¬ 
cutta; From Andhra Wires 
Ltd, Calcutta, to Universal 
Wires Ltd, Calcutta. 

Licences Revoked or 
Surrendered 

(Information pertains to parti¬ 
cular licences only). 

M/s Munnalal Bhaletia & 
Co, Calcutta — Steel Castings; 
M/s Motilal Padmapt Sugar 
Mills Co (P) Ltd, UP — Steel 
Castings; M/s - Jessop & Co 
Ltd, Calcutta-I. — Steel Cast¬ 
ings; M/s Arthur Import Ex¬ 
port Co, Bombay — Nylon 
yam cut Fibre & Nylon Btaple 
Fibre; M/s Aron Industries, 
UP—Steel Castings.. 



TENDER PROGRAMME 

FOR THE MONTH OF 
MARCH -1973 


s 

No 

Tender 

No. 

Location 

Stores Date of 

opening 

Offers to 
remain 
•"open to 

1. 

DGS & D/ 
543089/46 
dt. 4-2-73 

2421. East 
Street, 
Poona-1 

Wall Clock with 
accessories A Octo 
wrist watch spares 

15 3-73 

15-5-73 

2* 

DGS A 0/ 
837007/19 
dt. 0-2-73 

MAS Fy. 
Ishapore, 

P. O. 

Nawab- 
ganl, 24- 
Pgs, (W.B ) 

Steel Ingot U P., 
Steel Rod, and 
Forgino Steel Bloom 

21 •3*73 

2-5-73 

3. 

MMH' 

537008-90 

20 dt. 
15-2-73 

India Govt. 

Mint. 

Alipore, 

Calcutta- 

53. 

Tin Spillaoe, 
Aluminium 
Magnesium tieated 
Dro»s, Magnesium 
Ashes A Aluminium 
Bronze Metal etc. 

23-3 73 

23-5-73 

4. 

CPM/ 
543076/18 
dt. 10-10-72 

BSD (M) 
Kankinara. 

Spares for crawler 
Tractors 

27 3-73 

26-5-73 

5. 

DGS & D/ 

CPM/ 

543978/46 

Customs 

Godown, 

Surat. 

Spare parts 
for watch. 

28 3 73 

28 5-73 

6 . 

DGS & 0/ 
507430*437 

A 441/21 A 
22 

evo 

Panagarh. 

Vehicles ■- M/Cycle 
solo :* 7 S/Man 

Lorry :-19 

TMB 1 

29-3-73 

29-5-73 

7. 

DGS A Of 
MMH / 
537101/73 
dt. 17-2-73 

Naval 

Dockyard 

Lion Gale, 
Bombay. 

1 N S- 
Bimalipatnam. 

30-3-73 

30-5-73 


Tenders should reach this office to the fbove named by 2 30 P.M. 
to be opened at 3-00 P.M. In public on the respective dates men¬ 
tioned above 

Each tender must be accompanied by two Deposit at Call Rocelpts. 
one representing 5% of the tendered value ns Earnest Money and 
other representing 5% of the tendered value as Security Deposit 
subject to maximum amount of Rs. 1 Lakh. 

Tender forms containing particulars of stores, conditions of sales 
and permit to view the stores at site etc. can be had (n) f Rs 5/- per 
set payable ! n Cash or hv Money order from the Cashier, DGS A D, 
New Delhi, Director of Supplies and Disposals, Calcutta, Bombay, 
Madras and Kanpur. 

Tender fees are non-refundabio and tender sets are non-transfnrable. 
All sales ere strictly on the basis of ‘AS IS WHERE IS' 

OFFERS WILL BE CONSIDERED STRICTLY ON THE TENDER 
TERMS IF THERE 15 ANY DEVIATION OFFERS SHALL BE 
IGNOREO. 

DGS A D RESERVE THE RIGH r TO RFJECT Al LOR ANY OFFERS 
WITHOUT ASSIGNING REASONS THEREOF 
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Thousands of 
acres of waste land 
still fo be irrigaled- 


Could G.EC. 
help? With 
pumpng sets 

and motors. 


Extensive tracts of land are tying 
waste because water never gets there. Yet with 
proper irrigation they would throw up bumper 
crops and feed a few million more mouths. For 
this, carefully worked out plans are already in 
blue-print to sink thousands of deep tube wells 
and to pump water with the help of pumping 
sots and motors. Right where the land is. 

But how can G.E.C help here ? 

Quite simple really. Because G.E.C. 
has not only an enviable past record of vital 
involvement in many of the nation's development 
projects, but it also has on tap worldwide 
G.E.C. know-how, the expertise, the latest 
equipment and vast resources. 

In other words. G.E.C. is ready 
to lend both its hands towards India's agricultural 
growth. Today, and tomorrow. 



THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 

TRADE MARK MC PERMITTED USER- 

THg GENERAL ELECTRIC COMPANY OF INDIA LIMITED 
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RECORDS 

AMD 

STATISTICS 


Economic 

Survey: 

1972-73 

The Economic Survey for 
1972-73, presented to Par¬ 
liament on February 22 by 
the Finance Minister. Mr 
Y.B. Chavan. refers to con 
siderable strains which the 
Indian economy had to go 
through partly as a result of 
the spillover of the ctTccts of 
imbalance between aggregate 
demand and supply in 1971- 
72 and partly as a result of 
the continued sluggishness 
of commodity production in 
J972-73. India’s national in¬ 
come, which had increased 
by 4.6 per cent in 1970-71, 
is estimated to rise by 1.5 to 
2.0 per cent in 1971-72 and 
the survey's prognosis for 
1972-73 is that the rate of 
increase in national income 
in that year should be about 
the same as in 1971*72. The 
lates of net investment and 
net saving in 1972-73 ex¬ 
pressed as a percentage of 
net domestic product at mar¬ 
ket prices, are expected to 
be somewhat hig^vi than 
the Reserve Bank’s tentative 
estimates of 11.5 per cent 
and 10 per cent respectively 
for 1971-72, but sli|l these 
lates will be inadequate 
when viewed against the 
country’s dcveopmental 
reeds and rates of savings 
and investment attained in 
the early sixties. Excerpts 
from-the survey follow 

The Indian economy has 
been under very considerable 
strain during 1972-73. Later 


chapters of this Mirvey des¬ 
cribe in detail the develop¬ 
ments in selected major sec¬ 
tors of the economy and the 
manner in which public po¬ 
licies responded to the chal¬ 
lenges implied by these deve¬ 
lopments. The present chap 
ter summarises the perfor¬ 
mance of the economy in 
1972-73. 

Unsatisfactory Growth 

To a considerable extern, 
the economic strains of 
1972-73 reflect the rather un¬ 
satisfactory growth of com 
modity production in 1971 - 
72. Agricultural production 
which increased by 7.3 per 
cent in 1970-71 declined by 
i.7 per cent in 1971-72; food 
production declined from 
108.4 million tonnes in 

1970- 71 to 104.7 million ton¬ 
nes in 1971-72. The index g! 
industrial production regis 
tered an increase of only 4.5 
per cent over the year. Flu* 
sluggishness of the commo¬ 
dity production was accom¬ 
panied by a significant in¬ 
crease in monetary outlays 
on account of unavoidable 
expenditure on refugee relic! 
and the defence effort Des 
pitc considerable imbalance 
between aggregate demand 
and supply, it is notable that 
the economy came out of 

1971- 72 without any serious 
effect on either the price le-; 
vel or the balance of pay¬ 
ments. The wholesale price 
index increased by only 4.») 
per cent in 1971-72. It now 
appears that this rather fa 
vourable outcome was part¬ 
ly due to the operation of 
time lags and some effect* 
of the imbalance betweer 
aggregate demand and sup 
ply in 1971-72 spilled over 
into 1972-73. thereby adding 
to the pressure of demand on 


real output in the current 
year. 

The economy might have 
absorbed this pressure with 
cut any significant rise in 
prices in 1972-73 if the com¬ 
modity production had main 
tained its normal upward 
trend. However, agricultural 
production in the kharif sea¬ 
son of 1972-73 suffered a set 
hack for the second year in 
succession. At the same time, 
judging by the behaviour ol 
government expenditure and 
other available indicators, 
aggregate expenditure in the 
economy increased further. 
The increase m government 
expenditure was partly a re¬ 
sult of a deliberate effort on 
the part of the Government 
to step up the Plaji outlay in 
order to make good the 
short-falls in the Fourth 
Plan targets. Certain unfore¬ 
seen events such as the drou 
ght and natural calamities 
involved a further unuvoida: 
ble increase in government 
expenditure. In addition. Rs 
190 crores were provided 
for a crash programme de¬ 
signed to increase food pro¬ 
duction in the current rabi 
season. While this program¬ 
me adds immediately to llv: 
stream of national expendi 


ture, its beneficial effects in 
the form of higher food pro¬ 
duction will materialise only 
by the end of April. 1973 
when the new rabi crop will 
be harvested. In the mean¬ 
while, the imbalances bet- 
ween demand and supply 
particularly in the strategic 
sectors of wage goods such 
as foodgrains, vegetable oils 
and sugar were magnified, 
leading to an exceptionally 
large increase in the prices 
of basic necessities of life. 

Inflationary Pressures 

During the current year, 
major efforts have been 
made to contain the inflatio¬ 
nary pressures and to relieve 
distress caused by the rising 
prices and the drought. The 
public distribution system 
has been considerably stren¬ 
gthened. Releases of food- 
grains from government stoc¬ 
ks were greatly increased. 
The emphasis of credit poli 
cies continues to be on res¬ 
traint consistent with the 
need to stimulate produc¬ 
tion. Arrangements have also 
been made to supplement 
domestic production by in¬ 
creased imports to the extent 
feasible. Tt is proposed to 
import about two million 


Selected Economic Indicators 


1968-69 1969-70 1970-71 1971-72 1972-73 
(Percentage change over previous year) 


National Income at 


constant prices 

0.7 

7.3 

4.6 

1.5 to 

1.5 to 

Agricultural produc¬ 
tion 

-1.5 

6.7 

7.3 

2.0t 

—1.7 

2.0t 

Foodgrains produc¬ 
tion 

—1.1 

5.8 

9.0 

—3.5 


Industrial production 

6.9 

6.6 

2.5 

4.5 

7.0tt 

Electricity generated 

14.1 

14.3 

8.6 

8.8 

10 5tt 

Wholesale prices 

-1.1 

3.7 

5.5 

4.0 

8.8*** 

Money Supply 

8.1 

10.8 

11.1 

12.9 

12.36* 

Imports 

-4.9 

—17.1 

3.3 

10.9 

—7.8* 

Exports 

13.3 

4.1 

8.6 

4.7** 

23.1* 

Freight carried by 
Railways 

5.3 

2.5 

-0.7 

4.6 

5.9* 


tEstimated. 

♦April-Novembcr, 1972 compared to April-November, 1971s 
‘""‘Includes exports to Bangladesh worth Rs. 38 crores. 
ttApril-August, 1972 compared to April-August, 1971. 

@ 12th January, 1973 compared to January 14, 1972. 
***April-December, 1972 compared to April-Decembcr, 1971. 
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tonnes of ioodgrains during 
toe early months of 1973. 

The wholesale price index 
normally shows a seasonal 
decline from mid-Septembe- 
to December. This decline, 
however, did not take place 
in 1972. The index for all 
commodities increased from 
210.1 in October. 1972 to 
211.4 in December. 1972. It 
further increased to 213.0 in 
January, 1973. As such, the 
price situation remains a 
source of continuing concern 
and anxiety. 

National Income 

India's national income 
increased by 4.6 per cent in 

1970-71. Because of sluggish 
growth of commodity pro 
duction. the rate of growth 
of national income declined 
steeply in 1971-72. The olfi 
cial estimates of national in¬ 
come for 1971-72 are still 
not available. However, 
there are indications that the 
growth rate in 1971-72 may 
have been slightly less than 
2 per cent. As for 1972-73. 
although the rate of growth 
of industrial production may 
be higher than in the precc 
ding year, there is consuls 
rable uncertainty about the 
behaviour of agricultural 
production. L is as >et too 
early io predict the extent ti' 
which the loss of kharif out¬ 
put will be otfset by higher 
production in the rubi sea 
son. Some rough estimate.' 
indicate that the growth rate 
of the economy in 1972-73 
may be about thi same as 
in 1971-72. 

There is no doubt that the 
overall rate of economic 
growth in 1971-72 and 1972- 
73, has been unsatisfactory. 
However, in a country like 
India, in which agriculture 
accounts for nearly one-half 
of national income, fluctua¬ 
tions in national income re¬ 
sulting from the operation of 
such uncontrollabc factors as 
weather conditions arc not an 
unusual phenomenon. 

A principal task of plan¬ 
ning in India is to reduce 
the amplitude of these fluc¬ 
tuations by a progressive di¬ 
versification of the country’s 
economic structure and also 
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by reducing the dependence 
of agriculture on rain-fed 
water. As a result of the ris¬ 
ing tempo of development 
activities, the amplitude of 
fluctuations in the output of 
sonic agricultural products 
has been considerably reduc¬ 
ed in recent years. However, 
the events of the current 
year arc a sharp reminder of 
the still very considerable 
vulnerability of the economy 
in face of unfavourable wea¬ 
ther conditions. 

The rate of investment de¬ 
fined as the ratio of net in¬ 
vestment to net domestic 
product at current market 
prices reached a peak of 
13.4 per cent in 1965-66. 
During the succeeding four 
years, the investment ratio 
continued to decline. How¬ 
ever, since 1970-71, the in¬ 
vestment ratio has tended to 
increase. According to Re¬ 
serve Bank's tentative esti¬ 
mates. this ratio increased 
from 9.3 per cent in 1969-70 
to 10.5 per cent in 1970-71 
and to 11.5 per coni in 1971- 
72. 

Rate of Investment 

It is dillicull at this stage 
to give a tirni estimate of the 
rate of investment in 1972-73. 
Such indirect evidence as is 
available supports the hypo¬ 
thesis that the rate of invest¬ 
ment in 1972-73 may be 
somewhat higher than the 
estimated level of 11.5 per 
cent reached in 1971-72. 

Hie annual plan for l c, 72- 
73 envisaged an increase of 
26 per cent in development 
outlays in the public sector. 
The increase in public invest¬ 
ment reflected in the step up 
of plan outlay is likely to 
have stimulated private in¬ 
vestment in various sectors of 
the economy. There are no 
reliable figures of private in¬ 
vestment in agriculture and 
the unorganised sector of in¬ 
dustry and trade. Data relat¬ 
ing to private investment in 
the organised industry are 
still not available. However, 
certain indicators, on balan¬ 
ce, point to some improve¬ 
ment in the climate for pri¬ 
vate investment in industry. 
The approvals sanctioned by 


the Capital Goods Commit¬ 
tee increased from Rs 99.7 
crores in 1970-71 to Rs 113.2 
crores in 1971-72. The ap¬ 
provals accorded during the 
first nine months of the cur¬ 
rent financial year also show* 
an increase over the appro¬ 
vals accorded in the cor¬ 
responding period of the 
previous financial year. There 
is a considerable time lag 
between the issue of an im¬ 
port licence and actual im¬ 
port of capital goods. How¬ 
ever. judging by the trend of 
capital goods licences in 

1971- 72 and 1972-73, it seems 
reasonable to assume that in 
the current financial year 
that part of private invest¬ 
ment which is dependent on 
imported equipment will per¬ 
haps not be less than in 1971- 
72. The data on capital issu¬ 
es, reveal a more encourag¬ 
ing picture. After registering 
a decline in 1971-72, capital 
raised by non-Government 
companies in the first half of 

1972- 73 amounted to Rs 52 
crores as against Rs 31 cror¬ 
es raised in the correspond¬ 
ing period of 1971-72. 

The current rale of invest¬ 
ment is patently inadequate 
when viewed against the 
country's development needs. 
It also compares unfavour¬ 
ably with the investment rate 
achieved in the early sixties. 
A substantial increase in pro¬ 
ductive investment is a ma¬ 
jor task facing the economy 
in 1973-74. 

Out put Potential 

The output potential asso¬ 
ciated with any given rate of 
investment is vitally depen¬ 
dent on the efficiency of Ihe 
process of resource allocation 
involving an efficient choice 
of sectors, projects avS well as 
of technology. A Public In¬ 
vestment Board has been 
set up recently for screening 
all major project proposals 
emanating from the public 
sector enterprises. This will 
help to improve the quality 
of project appraisal and also 
to reduce the time lag bet¬ 
ween the formulation of a 
project proposal and its ap¬ 
proval by the Government. 

In recent years, the level of 
output has also been consi- 
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derabiy affected by the persb* 
tench unutilised capacity 
in a number of industries. 
Available capacity in a nuifi* 
her of machine building in¬ 
dustries Is currently not be¬ 
ing fully utilised for want of 
adequate demand, in a num¬ 
ber of other industries, deficir 
enoies in organisational ar¬ 
rangements, poor maintenan¬ 
ce of plant and strained la¬ 
bour-management relations 
stand in the way of full uti¬ 
lisation of available capacity. 
In some other industries, 
shortage of critical inputs 
like iron and steel and power 
has led to considerable un¬ 
der-utilisation of capacity. 
However, owing to an im¬ 
provement in the supply of 
raw materials, such as raw 
cotton, as well as the rising 
tempo of demand, the over¬ 
all level of capacity utifisu- 
lion in Indian industry seems 
to have improved in 1972. 

Domestic Savings 

The rate of domestic sav¬ 
ings, as measured by the ra¬ 
tio of net domestic savings 
to net domestic product at. 
current market prices, reach¬ 
ed its highest level in 1965-66 
when it was estimated at 11.1 
per cent. This was followed 
by a decline in the two suc¬ 
ceeding years. However, 
since 1968-69, the savings 
rate has tended to increase. 
According to a recent Reser¬ 
ve Bank estimate, the savings 
rate increased from 8.2 per 
cent in 1968-69 to 8.6 per 
cent in 1969-70, 9.4 per cent 
in 1970-71 and to 10.0 per 
cent in 1971-72. Although it 
is not possible at this stage 
lo give any firm estimate of 
the savings rate in 1972-73. 
there are indications based 
on growth of financial assets 
that it will be somewhat 
higher than in 1971-72. How¬ 
ever, the savings rate achiev¬ 
ed in recent years is not much 
higher than the rate of sav¬ 
ings realised in the early six¬ 
ties. 

Agricultu ral production 
which rose by 7.3 per cent in 
1970-71 declined by 1.7 per 
cent in 1971-72. Increased 
output of raw cotton and raw 
jute was more than offset by 
a fall in the production of 
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foodgrains, oilseeds and su¬ 
garcane. 

Production of foodgrains 
increased from 99.5 million 
tonnes in 1969-70 to 108.4 
niiliion tonnes in 1970-71, 
recording an increase of ab¬ 
out 9 per cent. However, the 
food production in 1971-72. 
estimated at 104.7 million 
tonnes, registered a decline 
of 3.4 per cent over the year. 
While the output of wheal 
reached a record level of 26 
million tonnes and that of 
rice also increased marginal¬ 
ly. there was a sharp fall in 
the output of coarse food- 
grains and of pulses. 

I he erratic behaviour of 
monsoons in the summer of 
1972 did a considerable da- 
mace to the kharif crop of 
1972-73. Although firm esti¬ 
mates of the loss ol oulpi t 
arc still not available, on 
current indications it may be 
about eight million tonnes 
for foodgrains. 

Shortfall in Kharif 

In order to make up for 
the shortfall in kharilf pro¬ 
duction. Government launch¬ 
ed in 1972 a crash programme 
for an intensive ralji summer 
production drive. It is envi¬ 
saged that as a result of this 
programme there will be a 
substantial increase in the 
production of wheat during 
the current rabi season. How¬ 
ever, it is unlikely that the 
increase in the output of 
wheal and. other foodgrains 
in the current rabi season 
will fully neutralise the loss 
of food output in the kharif 
season. 

The output trends of ma¬ 
jor commercial crops pre¬ 
sent a mixed picture. The 
pioduction of raw cotton 
which had been virtually 
stagnant in the 1960's and 
had touched a low ebb at 45 
lakh bales .in 1970-71. how¬ 
ever, reached a new peak of 
65 lakh bales in 1971-72. 
Notwithstanding the drought 
conditions the prospects for 
the,1972-73 cotton crop are 
fairly good. On the other 
hand, the output of raw jute 
and mesta which lmd regis¬ 
tered an increase from 62 
lakh bate in 1970-71 to 68 


Apart from words of appreciation, what else can 
an employer give on retirement? 

„ LIC’S . 
Superannuation 

Scheme Benefit 

the kind of thing employees appreciate 



A regular monthly income. It's like get¬ 
ting a 'salary' even after leaving service. 
How ? The way LIC works it out, both 
you and your employees benefit from 
this scheme-offered to you at specially 
reduced rates. 

ADVANTAGES THAT YOU OBTAIN 

1. All contributions made under this 
scheme are deductible as business ex¬ 
penses. 

2 Turn-over of staff is minimised. 

3. By providing for employees to retire 
happily with adequate pension, at the 
proper retirement age, their morale is 
kept high and efficiency improves. 

4. Talented and. experienced personnel 
can be attracted and retained in service. 

BENEFITS YOUR EMPLOYEES 
EARN 

1. Deductions in Income Tax are 


allowed on contributions, if any, of 
employees. 

2. Relieves the tension of providing for 
steady income in old age 

3. In case of premature death, the bene¬ 
fits are transferred to the dependants. 

4. Benefits to the dependants upto 
Rs. 15,000 p.a. are exempt from Estate 
Duty. 

5- Benefits are paid in tax-free form to 
the extent the commutation of benefit 
is permitted. 

The Superannuation Scheme also 
makes provisions for retirement due to 
ill-health, early retirement, withdrawal 
from service etc., depending upon the 
requirements of the employer. 

If you want more details, we'll be only too 
glad to give them to you. 
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lakh bales in 1971*72 is ex¬ 
pected (0 be significantly 
lower m 1972-73. In oiRecus. 
despite a record output of 
9.26 million tonnes in 1970- 
71, there has been im major 
breakthrough in production 
in the last decade. Production 
of oilseeds declined to 8.2X 
million tonnes in 19/1-72 anc 1 
available indicators suggest 
a further fall in output in 
1972-73. Due to a decline in 
the production of sugarcane, 
as also an increased diver¬ 
sion of cane for manufac¬ 
ture of gur, sugar production 
declined from 37.4 lakh ton¬ 
nes in the 1970-71 sugar sea¬ 
son (October-Septerttber) to 
31.1 lakh tonnes in 1971-72. 
The sugarcane crop in 1972- 
73 is expected to be higher 
by about 5 per cent com¬ 
pared to 1971-72. and sugar 
production in 1972-73 may. 
therefore. be marginally 
higher than in 1971-72. 

The behaviour of agricul¬ 
tural production clearly shows 
that, contrary to earlier ex¬ 
pectations. the agricultural 
problem is far front having 
been solved. The continuing 
instability of agricultural out¬ 
put not only affects the over¬ 
all availability of certain ba¬ 
sic necessities of life but also 
accentuates inter-regional dis¬ 
parities in in*, omc and con¬ 
sumption. 

Industrial Production 

Industrial production went 
up by 6.6 per cent in 1969- 
70 and by 2.5 per cent in 
1970-71. In 1971-72 the 
growth rate was 4.5 per cent. 
Industrial production increas¬ 
ed sharply during the first live 
months of 1972-73; the in¬ 
dex for April-August 1972 
showed an increase of 7.0 
per cent over the level reach¬ 
ed in April-August. 1971. 

A large number of indus¬ 
tries contributed to the acce¬ 
leration of industrial produc¬ 
tion in 1972. However, a 
major part of the improve¬ 
ment was due to a very high 
growth in the production of 
textiles, which have a weight 
of 27 per cent in the index 
of industrial production. 
Output of mining and quar¬ 
rying, chemicals, non-metal- 
lie mineral products, rubber 


products, non-electrical ma¬ 
chinery and transport equip¬ 
ment also expanded signi¬ 
ficantly in January-August, 
1972. By contrast, food in¬ 
dustries and metal products 
recorded a decline. 

The index of industrial 
production is still not availa¬ 
ble for the whole o£ 1972. It 
is likely that the year will re¬ 
cord an increase of 7 per 
cent in industrial production 
as compared to an increase 
of 2.9 per cent in 1971. The 
growth rate for the financial 
year 1972-73 may be some¬ 
what lower than 7 per cent. 
The prospect of a serious 
power shortage hangs like a 
dark cloud over the growth 
of industrial production in 
the early months of 1973. 
Besides, the unsatisfactory 
progress of agriculture may 
have some adverse effects on 
the rate of growth of agro- 
based industries. Already, 
the shortage of vegetable oil¬ 
seeds has added to the excess 
capacity in the vanaspali in¬ 
dustry. Fortunately, on ac¬ 
count of a heavy carry over 
of stocks of raw cotton from 
the preceding year, the pro¬ 
duction of textiles in 1972-73 
is not likely to be constrained 
by the availability of raw 
materials. However, a decline 
in the purchasing power of 
farmers on account of the 
loss of a part of kharif out¬ 
put, and of certain urban 
groups as a result of an in¬ 
crease in prices, may affect 
the demand for textiles and 
other consumer's durables. 

Price Behaviour 

The wholesale price index 
showed, until December 1971 
a remarkable stability in face 
of the mounting pressure of 
government expenditure in 
connection with develop¬ 
ments in Bangladesh. How¬ 
ever in 1972, particularly 
since the month of May. pri¬ 
ces have shown an abnormal 
increase. The Wholesale Price 
Index in December 1972 was 
13,7 per cent higher than its 
level during December 1971. 
The increase in the price in¬ 
dex averaged 7.8 per cent in 
1972 as against an jpcrease 
of less than 4 per cent in 
1971. 


The steep rise in prices 
since May 1972 is a matter 
of legitimate public qpneern. 
more so because prices of 
important basic necessities of 
life such as foodgrains, vege¬ 
table oils and sugar have risen 
sharply. Aiqong foodgrains, 
prices of coarse grains have 
risen more than those of rice 
and wheat. 

Government Outlays 

The rise in prices in 1972 
was largely due to a shortfall, 
in the production of food- 
grains, vegetable oils and su¬ 
gar. A spill-over into 1972 of 
a part of excess demand re¬ 
sulting from increased gov¬ 
ernment outlays in 1971. and 
further unavoidable increases 
in government outlays in 
1972 financed partly by bor¬ 
rowing from the Reserve 
Bank, accentuated the im¬ 
balance between aggregate 
demand and supply. The spe¬ 
culative atmosphere created 
first by the delayed arrival 
of monsoons in July 1972 
and later, by highly exagge¬ 
rated accounts of the loss of 
kharif output also played a 
rolej. In view of the en¬ 
couraging prospects for the 
coming rabi crop, the pres¬ 
sures generated by a psycho¬ 
logy of scarcity should abate. 
However.considering the fact 
that the food production in 
1972-73 is likely to decline 
as compared to 1971-72, 
there is no scope for any 
copmlacency on the price 
front. 

In 1971-72, expenditure 
connected with the refugee 
influx, war with Pakistan and 
natural calamities in several 
parts of the country imposed 
a serious strain on the gov¬ 
ernment finances. Notwith¬ 
standing the unprecedented 
resource mobilisation effort 
by way of additional.taxation, 
the budgetary operations of 
the Central and the Statq 
Governments disclosed an 
pverall budgetary deficit of 
Rs 738 crores, the largest 
ever in any single year. 

The principal object of the 
budgetary policy in 1972-73 
was to carefully balance the 
imperative need for accelera¬ 
ting the tempo of develop¬ 
mental activity and that of 


containing the inflationary 
pressures. The Central Bud¬ 
get provided for a step-up of 
23 per cent in the Plan out¬ 
lay in the Central sector in 
1972-73. The provisions tor 
the crash programme of rural 
employment and similar 
schemes designed to benefit 
the weaker sections of the 
community were further in¬ 
creased. Such schemes no 
doubt increase the pressure 
of demand on the resources 
of the economy. However, 
provided the outlays generate 
new productive assets, the 
growth potentialities of the 
economy are also improved. 
While providing for a subs¬ 
tantial step-up in the plan 
outlays, the Central budget 
sought to minimise the ex¬ 
pansionary effect of tjie bud¬ 
get both by restrictions on 
non-Plan expenditure and by 
fresh taxation'of Rs 172 cror¬ 
es. in this way, an attempt 
was made to contain deficit 
financing within reasonable 
limits. There was. however, 
an unexpected increase in 
expenditure qn drought relief 
and on the crash programme 
to increase food production 
in the current rabi season. 
This naturally upset the ori¬ 
ginal budgetary calculations 
to some extent. Thus, despite 
the fact that the Central 
Government’s net market 
borrowings have far exceeded 
the budget provision (Rs 478 
crores as against Rs 215 cror¬ 
es provided for in the bud¬ 
get) and tax revenues and 
small saving collections have 
shown a marked buoyancy, 
the overall budgetary deficit 
in 1972-73 may turn out to 
be larger than the budgeted 
figure of Rs 252 crores. 

Overdrafts Cleared 

One encouraging feature of 
the current situation is that 
with effect from May 1. 
1972, the State Governments 
have agreed not to resort to 
unauthorised overdrafts from 
the Reserve Bank of India. 
At the same time the Gov¬ 
ernment of India assisted the 
States in clearing the out¬ 
standing overdrafts and also 
raised the limits within which 
States could obtain ways and 
means advances for tempo¬ 
rary periods. Another event 
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of fiscal significance in the 
current year was the appoint¬ 
ment of the Sixth Finance 
Commission with wider terms 
of reference than in the past. 
The Commission has been 
asked to assess the overall 
non-Plan gap in States’ re¬ 
sources and review, among 
other things, the States’ debt 
position, having regard to 
the requirements of the Cen¬ 
tre. 

The increased budgetary 
outlays in 1971-72 and 1972-73 
had a strong expansionary 
effect on money supply with 
the public. It increased by 
12.9 per cent in 1971-72 as 
against an increase of 11.1 per 
cent in 1970-71. In the calen¬ 
der year 1972, money supply 
with the public increased by 
11.0 per cent as compared to 
an increase of 13.6 per cent in 
1971. Data on banks deposits 
and credit show that both in 
1971 and 1972, the major ex¬ 
pansionary impetus to money 
supply emanated from the 
budgetary operations of the 
Government and that on 
balance the net bank credit to 
the commercial sector was not 
an expansionary force. 

Money Supply 

Normally, an increase in 
money supply of 7 to 8 per 
cent in a year if accompanied 
by growth of real output of 
about 5 per cent should not 
cause any large scale pressure 
on the price level. In the pre¬ 
sent case, unfortunately, a 
large increase in money sup¬ 
ply was accompained bs a 
decline in food pro¬ 
duction. Since food prices 
are normally the king pin of 
the price structure in our eco¬ 
nomy, the price situation took 
a turn for the worse. How¬ 
ever, any assessment of the 
events of 1971-72 and 1972-73 
must take account of the fact 
that the bulk of additional 
outlays that were incurred 
were largely unavoidable. A 
cut-in development expenditure 
would have added to the diffi¬ 
culties in dealing with the pres¬ 
sing task of accelerated growth 
and creation of new employ¬ 
ment opportunities. Similar¬ 
ly, undue stringency in expen¬ 
diture on drought relief would 
have led to avoidable human 


suffering and would have also 
intensified the existing inequi¬ 
ties in the distribution of in¬ 
come and consumption. While 
increased spending was un¬ 
avoidable, it was not possible 
to finance the entire increased 
outlays from additional taxa¬ 
tion; particularly after the 
massive tax effort of 1971-72 
when additional taxes estima* 
ted to yield about Rs. 500 
crorcs in a full year were levi¬ 
ed. Thus, placed as the eco¬ 
nomy was in 1971-72 and 1972- 
73, increased reliance on defi¬ 
cit financing could not be 
helped. 

Credit Policy 

A principal task of credit 
policy both in 1971-72 and 
1972-73 has been to contain 
the expansionary impulses ope¬ 
rating from the side of the 
budget. Efforts have been 
made to siphon off the excess 
liquidity of the banking system 
which might have otherwise 
added to the inflationary pres¬ 
sures in the economy. The 
emphasis of both general and 
selective credit controls has 
been on restraint without in 
any way affecting the genuine 
needs of production. 

The credit policy for the 
1972-73 busy season provides 
for an increase in both the 
statutory liquidity ratio (from 
29 to 30 per cent) and in the 
minimum net liquidity ratio 
which determines the cost of 
banks refinancing from the 
Reserve Bank (from 34 per 
cent to 36 per cent). Restric¬ 
tions on bank advances against 
foodgrains, oilseeds and vege¬ 
table oils have been further 
tightened. However, In order 
to ensure that the genuine re¬ 
quirements of the productive 
and hitherto neglected sectors 
are adequately met the Reserve 
Bank has left undisturbed its 
structure of refinance at the 
Bank rate concessional rate in 
respect of bank advances to 
the priority sectors. 

During the current busy 
season so far (October 27, 1972 
to Januaryl2,' 1973) bank cre¬ 
dit to the commercial sector 
increased by Rs. 331 crores as 
compared with an ’ncrease of 
Rs. 192 crores in the corres¬ 
ponding period of the last 
busy season. If bank credit 


for food procurement is ex¬ 
cluded, the expansion in bank 
credit to the commercial sec¬ 
tor during this period works 
out to be higher, this being of 
the order of Rs. 421 crores as 
against an increase of Rs. 188 
crores in the corresponding 
period in 1971-72. 

Total deposit accretion in 
the current busy season has 
also been larger—Rs. 371 
crores between October 27, 

1972 and January 27, 

1973 as against Rs. 230 crores 
in the same period in 1971-72. 
There is as yet no evidence 
of any strain on bank, liquidi¬ 
ty position. The credit-depo¬ 
sit ratio at 67.2 per cent as on 
January 12, 1973 was lower 
than 73.5 per cent reached 
during this part of the year in 
1972. 

International Trade 

The availability of foreign 
exchange continues to be a 
major constraint on the pace 
of economic development in 
India. The suspension of US 
aid in 1971, the continuing 
uncertainty of the projects of 
that prospects for external as¬ 
sistance, the heavy burden of 
debt service which currently 
absorbs nearly 30 per cent of 
the country's export earnings 
emphasise the urgent need for 
effective measures to further 
step up exports and to save 
on imports, through import 
substitution. 

The international environ¬ 
ment in recent years has not 
been favourable to the expan¬ 
sion of India's exports. The 
international monetary system 
has been in a state of turmoil 
for many years and the events 
took a dramatic turn when the 
U.S. Government suspended 
in August 1971 the converti¬ 
bility of the U.S. dollar into 
gold and imposed a 10 per 
cent surcharge of all dutiable 
imports. The Smithsonian 
agreement of December 1971 
resulted in new parties or cent¬ 
ral rates of exchange for major 
currencies. However, this 
agreement failed to rcstor 
order and confidence in the 
Foreign exchange markets. 
The persistent weakness of 
the U.S. balance of payments 
forced the U.S. Government 


on 13th February, 1973 to deva¬ 
lue the dollar for the second 
time within a period fourteen 
months. The British pound 
has been floating since the 
last week of June 1972. The 
Japahcsc Government has also 
decided to float the Yen in 
the wake of the recent devalu¬ 
ation of U.S. dollar. Thus the 
situation in the exchange 
markets is still highly fluied 
and unccrtian. This uncer¬ 
tainly has particularly adverse 
effects on developing countries 
since unlike developed count¬ 
ries they do not have effective 
institutional arrangements to 
cape with prolonged uncertain¬ 
ties in the exchange markets. 
The increased risks attaching 
to international trade hamper 
the growth of non traditional 
exports on which countries 
like India are laying increasing 
emphasis in their export strate¬ 
gy. 

A welcome feature of the 
situation is that the need for 
a reform of the internationa- 
iional monetary system is now 
universally accepted. The 
IMF has set up a Committee 
of Governors to advise the 
Board of Governors on mat¬ 
ters relating io international 
monetary reform. This Com¬ 
mittee is now engaged in an 
examination of various pro¬ 
posals for reform. Develop¬ 
ing countries have no less 
vital a stake than developed 
countries m a smooth function¬ 
ing of the world monetary sys¬ 
tem. As such, together with 
other developing countries. 
India is taking an active part 
in the deliberations of the 
Committee of Board of 
Governors. 

Loss of Preferences 

Another major recent event 
in the world of international 
trade was the enlargement of 
the European Economic Com¬ 
munity on 1st January 1973 by 
the addition of U K., Denmark 
and Ireland us new members. 
The loss of Commonwealth 
preferences in the U K. market 
may lead to some disruption 
of India’s exports to that 
country at the very moment 
when she needs to expand her 
exports as rapidly as possible. 
Moreover, the enlargement of 
the European Economic Com- 
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niunity and the proposed esta¬ 
blishment of a tree trade area 
in manufactured goods cover¬ 
ing the whole of Western 
Europe will more or less neut¬ 
ralise any beneficial effects on 
India's exports that may have 
been expected as a result of the 
adpotion by the European 
countries of the UNCTAD 
scheme of generalised tariff 
preferences in favour of deve¬ 
loping countries. The multi¬ 
lateral trade negotiations which 
are expected to begin in Sfcp- 
temher 1973 under the auspices 
of GATT provide another op¬ 
portunity for the world com¬ 
munity to redress some of the 
inequities of the present trading 
arrangements between develop¬ 
ed and developing countries. 
However, unless developing 
countries act in concert, there 
is a real danger that their 
problems may not receive due 
attention in these negotiations, 

Rise in Exports 

According to the DCiCI &S 
data India's exports increased 
by 4.1 per cent in 1969-70, 8.6 
per cent in 1970-71 and by 2.2 
per cent (excluding exports to 
Bangladesh) in 1971-72. In¬ 
cluding exports to Bangladesh 
total exports increased from Rs. 
1535 crorcs in 1970-71 to Rs. 
1607 crores in 1971-72, yielding 
a growth rate of 4.7 per cent. 
However, in interpreting export 
statistics it has to be borne in 
mind that a change in the 
method of compiling export 
statistics (from the finally pas¬ 
sed shipping bills to the origi¬ 
nal copy of shipping bills but 
with adjustment for short and 
shut out shipments in the subse¬ 
quent month) with effect from 
November 1970 probably over¬ 
stated the growth of exports 
in 1970-71. By the same token, 
actual growth rate of exports 
1971-72 was probably much 
higher than is revealed by re¬ 
corded statistics. On a rough 
basis, exports giew at an ave¬ 
rage annual rate of close to 5 
percent (about 6 per cent if 
exports to Bangladesh are also 
included) during 1970-71 and 
1971-72. A major element in 
the growth of exports in 1971- 
72 was the abnormal increase 
in exports of jute goods in the 
wake of disruption of supplies 
irom Bangladesh. However, 
fot reasons mentioned earlier 


recorded statistics do not per¬ 
mit an accurate analysis of the 
role of various commodities in 
export growth in 1970-71 and 
1971-72. 

India's imports which in¬ 
creased by 3.3 per cent in 
1970-71 went up by 10.9 per 
cent in 1971-72 to reach a 
level of Rs. 1,812 crores. The 
increase in imports was partly 
a result of the liberalisation 
of import licensing in 1970 in 
order to stimulate industrial 
growth. A more important 
role was played by larger im¬ 
ports of raw cotton and oil¬ 
seeds following a poor domes¬ 
tic crop and of steel and ferti¬ 
lisers because of shortfalls in 
domestic production, There 
was also a significant increase 
in the import of petroleum 
productions. 

The trade deficit widened 
from Rs. 99 crores in 1970-71 
to Rs, 205 crores in 1971-72 
(Rs. 243 crores if exports to 
Bangladesh are excluded). But 
for reasons explained earlier 
DGCI &S export data and 
therefore the figures of trade 
deficit in 1970-71 and 1971-72 
are not comparable. 

Non-traditional stagnant 

The trade figures for 1972- 
73 are available only for the 
first eight months of the year. 
According to these figures, ex¬ 
ports increased by 23 per cent 
as compared to the corres¬ 
ponding period of 1971-72. 
Excluding exports to Bangla¬ 
desh, the export growth will 
amount to about 18 percent. 
Although commodity-wise 

details arc not yet available, 
this improvement was largely 
due to increased exports of 
cotton textiles, leather and 
manufactures, oil cakes, cashew 
kernels and marine products. 
Non-traditional exports like 
engineering goods do not seem 
to have increased significantly 
this year. In analysing export 
performance for 1972-73, it is, 
however, necessary to bear in 
mind that the rupee value of 
exports was increased by the 
effective change in the rupee- 
dollar exchange rate in the 
wake of the British decision to 
float the pound in June, 1972. 

According to the DGCE& S 
data, India's imports declined 


from Rs. 1190 crores in the 
first eight months of 1971-72 
to Rs. 1097 crores in the cor¬ 
responding period of 1972-73 
Exchange rate movements 
since 23rd June 1972 have led 
to an understatement of the 
decline in imports. Cessation 
of aid-financed food imports 
of raw cotton in the wake of 
bumper domestic crop in 1971- 
72 and lower international 
prices of non-ferrous metals 
contributed to a decline in the 
value of imports. However, 
this trend is unlikely to be sus¬ 
tained later on in the year. The 
large continuing imports of 
items like steel and fertilisers, 
and the substantial imports of 
oils and fats and foodgrains 
that may be needed to make 
up for inadequate domestic 
production will probably result 
in higher imports in 1972-73 as 
compared to 1971-72. 

Surplus Balance 

The trade balance showed 
a surplus of Rs. J42 crores 
during the first eight months 
of 1972-73 as against a deficit 
of Rs. 184 crores dining the 
corresponding period of 1971- 
72. However, inspitcofa reduc¬ 
tion in imports and an increase 
in exports, foreign exchange 
reserves in the first ten months 
of 1972-73 declined by Rs. 60 
crores. At constant exchange 
rates, the decline in reserves 
would have been greater. The 
fall in reserves was partly due 
to larger debt repayments 
which are to be made in this 
part of the year as well as a 
decline in the utilisation of ex¬ 
ternal assistance. 

By all accounts, 1972-73 
will be remembered as a very 
difficult year for the Indian 
economy. Despite an accele¬ 
ration of the rate of growth of 
industrial production, the year 
will probably record only a 
modest increase in real national 
income. The unsatisfactory 
behaviour of agricultural pro¬ 
duction in the kharif season 
has not only affected the over¬ 
all growth rate of the economy 
but has also greatly accentuat¬ 
ed the pressure on prices. The 
drought conditions which have 
affected several parts of the 
country have further magified 
the disruption and the distress 
that a failure of rainfall can 


still cause in an economy such 
as ours. 

The events of 1972-73 once 
again demonstrate that so long 
as. the irrigated area accounts 
for only about 25 per cent of 
the total area under crops, 
periodic fluctuations in agri¬ 
cultural output, with their ine¬ 
vitable disruptive consequences 
will continue to be a recurring 
feature of our economic life. 

To reduce the instability of 
agricultural output it is neces¬ 
sary both to expand rapidly the 
area under irrigation and also 
to evolve, through systematic 
research and development, a 
suitable technology for dry 
farming area. A major emphasis 
of the latter programme must 
be on the development of new 
high yielding but drought 
resistant varieties of seeds. 

There is also an urgent 
need to have a fresh look at 
the commercial crop economy 
of India. With the possible 
exception of raw cotton, there 
has been virtually no increase 
in the productivity of any 
major commercial crop in the 
last decade. High priority 
be attached to reduced this 
imbalance. 

It has also to be recognised 
that the droughts will not dis- 
apear from the Indian econo¬ 
mic sccnce in a short period of 
time. Accordingly, it is neces¬ 
sary to adopt well conceived 
contingency plans for dealing 
with drought situations in the 
future witn speed and efficien¬ 
cy. 

Economic Outlook 

Agricultural output which 
constitutes nearly one-half of 
the country's national income 
is still largely dependent on 
the vagaries of weather. As 
such, it is hazardous at this 
stage to predict the course of 
economic activity in 1973-74. 
Obviously, the behaviour of 
monsoons in 1973 will be a 
major determinant of the 
growth of output and it is 
only by end of July 1973 that 
it will be possible to offer even 
a rough guess of the likely 
growth of national income in 
1973-74. All the same, assum¬ 
ing that 1973-74 will be a 
normal year for agriculture, 
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the overall growth rate of the 
economy may be somewhat 
higher than 5 per cent. 

Food production which 
declined for two successive 
years after 1970-71 may be 
expected to stage a recovery 
in 1973-74 under normal con¬ 
ditions. The achievement in 
1973-74 of the foodgrains pro¬ 
duction level of 1970-71 will 
itself represent a significant 
improvement over 1972-73. It 
is possible to attain a still hig¬ 
her level of production parti¬ 
cularly since some of the bene¬ 
ficial effects of the crash rabi 
production programme of 

1972- 73 may well be felt in 

1973- 74. 

New Varieties 

Now that the new varieties 
of wheat have been found to 
foe suitable for growing in a 
number of traditionally non- 
what growing States like West 
Bengal and Mysore, wheat 
production can be expected to 
maintain the upward trend. 
Besides, there is considerable 
scope for expanding the area 
under high yielding varieties 
as, at present, only about 40 
per cent of the area under 
wheat is covered by them. 

The output of rice, which 
iiad remained virtually stagnant 
until 1968-69, has continued to 
expand since 19 >9-70 The 
new varieties have so far made 
a major impact only in States 
like Tamilnadu Punjab Har¬ 
yana, and Western Uttar 
Pradesh where effective arran¬ 
gements have been made to 
provide assured supply of 
water as well as for control of 
pests and diseases. New varie¬ 
ties currently cover only 20 
per cent of the area under 
paddy. This is indicative of 
the unexploitcd potential for 
furtht r growth of output. Yet 
the full potential can be realis¬ 
ed only if new varieties cater¬ 
ing to different agronomic and 
climatic conditions in India 
are devised fast enough. 

Among coarse grains, cur¬ 
rently hybrid bajra alone pre¬ 
sents a hopeful picture. Hybrid 
maize has not made much 
impact because of strong con¬ 
sumer preference for older 


varieties and a slow growth 
of demand for industrial pur¬ 
poses and as animal feed. 
Since the bulk of coarse grains 
output is accounted for by 
areas lacking an assured supply 
of water, one cannot take too 
optimistic a view of the future. 
Still, considering the fact that 
their output has fallen drasti¬ 
cally in 1971*72 and 1972-73, 
it may be expected to recover 
in 1973-74 if normal weather 
conditions prevail. 

There has been virtually no 
increase in the production of 
pulses so far in the Fourth 
Plan period. Successful new 
varietiss are still not available. 
Pulses, for the most part, con¬ 
tinue to be a rainfed crop. As 
of now, no major break¬ 
through in production is in 
sight. 

Among commercial crops, 
raw cotton, after nearly a 
decade of stagnation, holds 
out perhaps a more promising 
prospect. The growing popu¬ 
larity of hybrid-4 and some 
other new high yielding varie¬ 
ties gives reasons for the hope 
that the output of raw cotton 
in 1973-74 may not be less 
than t>5 lakh bales. Judging 
by the past behaviour of the 
sugarcane cycle, production in 
1973-74 sugar-year is also 
likely to increase substantially. 
As regards oilseeds, although 
no major breakthrough is 
envisaged, production in 1973- 
74 may well stage a recovery 
after relatively unsatisfactory 
performance in 1971-72 and 
1972-73. 

Supply of Inputs 

In order to maximise agri¬ 
cultural production* 1973-74 
appropriate plans will have to 
be drawn up early in 1973. 
The time until the sowing of 
the next kharif crop ought to 
be used to overcome shortages 
of critical inputs and to re¬ 
move organisational difficul¬ 
ties. The aim should be to 
raise food output to at least 
112 million tonnes in 1973-74. 
Programmes for the increased 
production of raw cotton (the 
intensive cotton district pro¬ 
gramme and the propagation of 
new high yielding varieties such 
as hybrid4) will have to be pur¬ 
sued with intensified vigour. 


In the oilseeds sector, pro¬ 
grammes for the production of 
soyabean and sunflower des¬ 
erve to be given higher priority. 
It is equally important to ensure 
that the bulk of cotton seed 
and rice bran currently avail- 
ble in the country arc in fact 
used for getting oil. 

Reduced Demand 

There is some uncertainty 
about the likely trend of in¬ 
dustrial production in 1973i74. 
The growth of the output of 
cotton textiles which contri¬ 
buted appreciably to the ex¬ 
pansion of industrial produc¬ 
tion m 1972 will probably slow 
down in 1973. Although the 
raw cotton situation may be 
exnected to remain comfort¬ 
able, reduced purchasing power 
as a result of drought in 1972- 
73 and rising prices may ad¬ 
versely afieci the demand for 
textiles. Likewise, the factor 
may also affect the rate of 
growth of a number of other in¬ 
dustries producing consumers’ 
durables. Again, there is un¬ 
certainty about the availabi¬ 
lity of power. However, the 
power supply position could be 
considerably improved by ad¬ 
opting effective measures to 
red ice the abnormally high 
energy losses within the exist¬ 
ing generating and transmission 
system arising out of deficien¬ 
cies in operation and mainten¬ 
ance of equipment. One fac¬ 
tor favouring industrial pro¬ 
duction in 1973-74 is that at 
present, there is considerable 
unutilised capacity in the in¬ 
dustrial system. Thus, with 
proper management of de¬ 
mand, adequate availability 
of critical inputs and the right 
psychological atmosphere in 
which entrepreneurs can plan 
future industrial activity with 
a reasonable degree of confi¬ 
dence, the economy is capable 
of attaining a growth rate of 
7-8 per cent in industrial pro¬ 
duction in 1973-74. 

If the current rabi crop 
turns out to be a bumper one, 
the upward pressure on prices 
will be reduced. Even then, 
the effects of unsatisfactory 
agricultural production in 
1972-73 will continue to be 
felt in 1973. The situation 
will need to be watched care¬ 
fully for many months to 


come, particularly sines there 
is usually a seasonal tendency 
for prices to risj from May 
to mid-September* A normal 
kharif crop in 1973 will no 
doubt go a long way in stabi¬ 
lising the price level. In the 
meanwhile, effective measures 
will have to be taken to achieve 
the procurement targets and 
to further strengthen the sys¬ 
tem of public distribution. 
This assumes added signifi¬ 
cance in view of the decision 
for the State take-over at' 
wholesale trade in wheat and 
rice. Costs of procurement 
and distribution will have to 
be kept firmly under control 
if the public distribution sys¬ 
tem is not to lead to increas¬ 
ing subsidies from the national 
exchequer. In order to mini¬ 
mise imbalances between aggre¬ 
gate demand and supply, 
monetary and fiscal policies 
will have to maintain an ad¬ 
equate emphasis on restraint. 

Short Run Problems 

1973-74 happens to be the 
last year of the Fourth Plan. 
The achievement of a high 
level of economic activity in 
1973-74 will provide the right 
psychological atmosphere for 
the launching of the Fifth 
Plan. However it will be wrong 
for economic policy in 1973-74 
to be wholly preoccupied with 
the short run problems. There 
must be simultaneously some 
advance action in the form of 
concrete programmes and 
policies which would facilitate 
a successful implementation of 
the Fifth Plan. Some of the 
areas in which action is called 
for in 1973-74 are listed in the 
following paragraphs. 

An immediate major task 
is to translate the sectoral 
outlays of the Fifth Plan into 
concrete projects and pro¬ 
grammes without any further 
delay. In the final analysis, 
it is only on the basis of actual 
projects that one can test the 
feasibility of the output targets 
of the Plan In the interest of 
orderly implementation, all 
major project proposals and 
arrangements for financing 
them will have to be finalised 
in the coming twelve months* 
The machinery for project 
preparation, evaluation and ex¬ 
ecution, both at the Centre as 
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well as in the States, must be 
appropriately equipped to dis¬ 
charge its responsibilities. 

The Fifth Plan envisages a 
major step-up in the rate of 
gross savings from about 13 
per cent of gross national pro¬ 
duct in 1973*74 to 17 per cent 
in 1978-79. The overall margi¬ 
nal rate of savings for the 
Fifth Plan period works out 
to about 28 per cent. The 
marginal savings rate implied 
in the case of the Central and 
State Governments, sector is 
about 35 per cent. The order 
of public savings envisaged 
calls for considerable eiforts at 
resource mobilisation and the 
necessary step to that end will 
have to be taken early in the 
Plan. Tax reforms designed 
to broaden the base and to 
plug legal loopholes which 
facilitate tax evasion and 
avoidance will have to be 
speedily implemented. In the 
past, despite major efforts at 
resource mobilisation, the 
public saving potential of ad¬ 
ditional resource mobi Iisat ion 
was not fully realised on ac¬ 
count of unplanned increases 
in non-development outlays. 
This discouraging trend will 
have to be reversed and vigo¬ 
rous restraints on growth of 
non-development outlays will 
have to be imposed. 

The public sector has been 
rightly assigned a dominant 
role in our development stra¬ 
tegy. However, in order to 
achieve the plan targets, there 
is urgent need to improve the 
efficiency of public sector en¬ 
terprises. Wherever necessary, 
structural changes in the ad¬ 
ministrative set up of indus¬ 
trial units in the public sector 
will have to be speedily intro¬ 
duced so as to ensure that 
these projects arc run with 
reasonable degree of efficiency. 
For new projects, it might he 
desirable to choose the top 
management even before the 
selection of project design or lo¬ 
cation. 

In the last two decades, 
Indian planning has made use 
of a large variety of adminis¬ 
trative controls. They arc. 
and shall remain in the futuie, 
an essential part of our regu¬ 
latory mechanism. They have 
to be accepted as a necessary 
fact of life. However, every 


eflort must be made to make 
them more effective, to stream¬ 
line their operation and above 
all, to identify the broad ob¬ 
jectives behind each control 
instrument ami to assess how 
far these objectives are in fact, 
being realised through a parti¬ 
cular control instrument, and 
if not, how to improve its 
working or whether an alterna¬ 
tive arrangement will not be 
better. 

Serious Concern 

Effective measures will need 
to be adopted to ensure that 
the evolution of the country’s 
foreign trade in the coming 
years is consistent with the 
achievement of self-reliance by 
the end of the Fifth Plan. The 
favourable export pcrfotmance 
in 1972-73 thus far is to a con¬ 
siderable degree the result of 
fortuitous circumstances and 
it should not lull us into any 
false sense of complacency. 
The rather poor export perfor¬ 
mance of such promising sec¬ 
tors as engineering goods in 
1972-73 is a matter of serious 
concern. Export programmes 
and policies will have to be 
reoriented so as to secure an 
average annual rate of growth 
of exports exceeding 7 per 
cent. Considering past trends, 
this would no doubt appear to 
be an ambitious target. How¬ 
ever, given a right mix of pro¬ 
grammes and policies, it 
should be possible to signifi¬ 
cantly improve upon our past 
export performance. 

The viability of India's 
balance of payments during the 
Fifth Plan would greatly de¬ 
pend on our ability to speedily 
expand the domestic produc¬ 
tion, particularly of iron and 
steel, non-lcrrous metals and 
fertilisers. Urgent attention 
will have to be paid not only 
to promote better utilisation of 
existing capacity in steel and 
fertilisers but also to create 
fresh capacity in line with our 
expanding requirements. In 
the Fourth Plan, there have 
been inordinate delays in set¬ 
ting up new fertiliser plants 
due to shoring'* of steel, delays 
in supplies of equipment b\ 
local fabricators, prolonged 
negotiations for foreign ex¬ 
change requirements and lack 
of decisions about the feed 


stock policy. Appropriate 
lessons will have to be learnt 
from past mistakes. 

Employment Opportunities . 

Expansion of employment 
opportunities constitutes a 
major element of the pro¬ 
gramme to reduce inequalities. 
However, it appears that 
growth of wage employment 
in the Fifth Plan will by itself 
not be able to absorb the en¬ 
tire increase in labour force 
during this period. Consider¬ 
ing this factor as well as the 
heavy backlog of unemploy¬ 
ment existing at the end of the 
Fourth Plan, new measures 
will have to be worked out to 
provide more employment in 
the rural areas and to enlarge 
the scope for productive self- 
employment in agriculture, 
handicrafts and small scale 
industries. Special emphasis 
will hevc to be laid on improv¬ 
ing the productivity of small 
and marginal farmers. In the 
past, programmes designed to 
help these farmers have suffer¬ 
ed from many organisational 
and conceptual deficiencies. 
These gaps have now been 
identified and timely remedial 
measures will have to be adop¬ 
ted to add to the effectiveness 
of these programmes. 

The problems of poverty 
and inequalities arc particu¬ 
larly acute in those parts of 
rural India which have no as¬ 
sured supply of water. It 
has been estimated that there 
are nearly 128 districts of 
India which receive annual 
average rainfall of less than 
1125 mm. and in addition arc 
lacking in proper irrigation 
facilities, A practical means 
of removing rural poverty, re¬ 
gional inequalities and back¬ 
wardness might be to work 
out concrete programmes seek¬ 
ing to raise the development 
potential of these 128 districts. 
In the process, we shall need 
to reorientate and significantly 
expand research and extension 
facilities for finding effective 
solutions to problems of dry 
farming. It is also necessary 
to work out more effective 
contigcncy plans to deal with 
the drought conditions in the 
future. The emphasis should 
be on provision of speedy re¬ 
lief through /a public works 


programme which would also 
addxotproductive capacity of 
the economy. 

It should by now be amply 
clear that a well integrated 
policy approach is essential 
for reducing persistent inequa* 
lities in consumption levels for 
mobilising resources on a scale 
adequate enough to attaia 
more rapid economic growth 
envisaged during the Fifth Plan 
period. The industrial licens¬ 
ing and other policy weapons 
will henceforth need to be 
wielded more purposefully and 
effectively to discourage the 
demand and the expansion of 
capacity, for manufactures, 
which serve to meet the luxury 
requirements of a thin upper 
crust of our society. Indus¬ 
tries producing luxury goods 
involve a wasteful use of the 
available savings and foreign 
exchange. Obviously, scrap¬ 
ping of existing capacities in 
luxury industries will involve 
needless waste of scarce resour¬ 
ces and avoidable unemploy¬ 
ment. Accordingly, they must 
be speedily and progressively 
re-oriented towards production 
for the export market. 

Population Problem 

An active population policy 
has an important role to play 
in raising the rate of savings 
and the growth of par capita 
income. It is a matter of seri¬ 
ous concern that, thus far, the 
rate of population growth has. 
shown no declining tendency. 
Deficiencies in the fam ily plan¬ 
ning programmes as currcntfe 
constituted will have to by 
carefully analysed and neces¬ 
sary remedial measures taken 
well'in time. 

The task ahead is not going 
to be an easy one. In order 
to achieve accelerated econo¬ 
mic growth in a framework of 
greater social justice and self- 
reliance, it will be necessary to 
take many hard decisions,, 
even though they may hurt en¬ 
trenched vested interests. The 
standard of living is a matter 
of high productivity and there 
are no short cuts to it. In the 
final analysis we have to raise 
ourselves by our own boot¬ 
straps. However to suggest 
that the task is insurmountable 
will be underrate the nation’s 
ability and will-power to work 
for its own prosperity. 
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A very grey 
budget 


Thu noises which the stock exchanges 
have bean making since the finance minis¬ 
ter presented his latest central budget must 
be like the sound of music to his ears. 
The Economic Times noted in the week 
following the budget that “the markets 
V. Bilasubramanian are verily booming”, while The financial 
Express reported a “spectacular advance” 
in equity prices. There is even some temptation in certain quarters to speak of an 
emerging bull market. Quite possibly this particular expectation may be somewhat 
premature, but there is no gainsaying the fact that the stock exchanges have given this 
year’s central budget proposals a welcome much warmer than what they had received 
even from loyal members of the ruling party when Mr Chavan delivered his budget 
speech in the Lok Sabha on February 28. 
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The government however is not entitled to draw any credit or comfort from this 
reaction of the stock exchanges. This is for the simple reason that successive finance 
ministers have always been claiming that the share markets have no value as baro¬ 
meters of the economic situation or economic prospects or the soundness or other¬ 
wise of the government’s economic policies, including its fiscal measures. This pose 
has been assumed by these and other spokesmen of the government because post-budget 
behaviours in stock exchanges have generally tended to pronounce an unfavourable 
verdict on New Delhi’s budgetary exercises. Now that, for once, the share markets 
have been friendly to the central budget, the finance minister cannot, without am- 
barrassment to himself or the government, refer to this development as a point in favour 
of his budget proposals. 

This apart, the really important question is what such of us as have been adopting 
a less cavalier attitude to the stock exchanges or their behaviour are to make of the 
ibullish enthusiasm in Dalai Street or elsewhere. Are the stock exchanges really justi- 
[ficd in celebrating the central budget in such a cheerful and hopeful mood? Here it 
as of considerable relevance that the working results of companies have been 
generally good and have imparted a measure of basic strength to the equity price 
structure or movements in recent months. Given this context, the mood of the 
markets could have been upset only if the budget had administered some sharp 
fiscal shocks. Thanks to the difficult economic situation in the country and the 
known political proclivities of the government, investment circles, in the days 
immediately preceding the central budget, were considerably nervous about 
the finance minister's possible intentions. In the event, however, the budget had no 
onerous new tax proposals to make in respect of corporate or personal taxation. This 
negative blessing has obviously brought enormous relief to investment sentiment histo¬ 
rically inclined to fear the worst from central budgets. 

It is possible that the share markets have also been favourably influenced to some 
extent by the limited tax concessions proposed by Mr Chavan for the corporate sector, 
but it is not very clear at present that share market operators or investment analysts 
have been able already to evaluate properly the true economic worth, especially in the 
long term, of any positive incentive, however limited, which the central budget has pre¬ 
sented to the corporate sector. What seems to be the case therefore is that share prices 
have gone up mainly on the strength of a feeling of relief that the budget has refrained 
from making another major onslaught on personal or corpbrate incomes and has there¬ 
by left the investors free to enjoy some of the benefits of the generally profitable perfor¬ 
mance of the corporate sector as indicated by the dividend announcements or the 
balance-sheets released in recent months. 

Viewed in this light, the post-budget behaviour of the stock exchanges has not so 
far provided sufficient evidence for any belief that a genuine bull market is on its way 
or that the central budget will necessarily produce one. On the contrary, it is quite 
possible that, by the time the budget has been discussed, the Finance Bill debated and 
the last “aye” uttered in Parliament, the stock exchanges might have settled down to a 
more stable and solid understanding of the basic economic situation in the country 
and the measure in which the budget may contribute to making it a little better or a 
little worse. 


II 

It is rather ironical that what seemed to be the strong point of this budget as 
Mr Chavan sat down after delivering his budget speech in the Lok Sabha should so 
soon have turned out to be one of its weak pomts. It may be recalled that he con¬ 
cluded his account of the tax proposals by saying that the central revenues would 
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benefit from the total package of his tax 
measures to the extent of Rs 250 crores 
and that, as a result, the initial deficit of 
Rs 335 crores, estimated at 1972-73 tax 
rates, would be reduced to Rs 85 crores. 
He did also say, no doubt, that the deficit 
would however be increased by the 
provision which would have to be made 
for implementing the forthcoming report 
of the Pay Commission. But the imme¬ 
diate net impact of his words was to 
create an impression in the public mind 
that, irrespective of the merits of his indi¬ 
vidual tax proposals, credit should be 
given to the finance minister for attempt¬ 
ing to cut down sharply the need for defi¬ 
cit financing in the budget year. 

short-lived satisfaction 

It has always been felt that perhaps the 
most important obligation of this year’s 
central budget would be to avoid non- 
inflationary financing of public expendi¬ 
ture, and even as his audience had shown 
its concern when Mr Chavan disclosed 
earlier in his speech that the overall budge¬ 
tary deficit for the current year would be 
of the order of Rs 550 crores, it felt corres¬ 
pondingly comforted when he said that 
the deficit budgeted for the next financial 
year would be a far smaller amount. Al¬ 
though he had candidly indicated that 
the Pay Commission's recommendations 
would step up the size of this deficit, the 
immediate feeling in the public mind was 
that the finance minister had made an 
honest effort to avoid adding obviously to 
the inflationary pressures in the economy. 

This satisfaction was short-lived. Be¬ 
fore the budget was many days older, 
official sources began to prepare the public 
for the fiscal impact of the third Pay Com¬ 
mission’s recommendations by doling out 
to the press information about its recom¬ 
mendations. As a result, it has become 
general knowledge that the impending 
revision of the pay structure for the cent¬ 
ral government employees would lead 
to an additional expenditure of Rs 150 
crores per year on administration. Other 
things remaining the same, this would 
step up the budget deficit for 1973-74 
from Rs 85 crores to about Rs 235 crores. 
The question is, since the finance minister 
must have had a fair idea of what the third 
Pay Commission's proposals were going 
to cost the government, how he could 
have gone through the motions of budget¬ 
ing for a sharply reduced deficit when he 
had not taken the trouble of providing 
funds in anticipation of the need for 
defraying the expenditure arising out of 
the impending revision of the salary struc¬ 
ture of central government employees. 

If one were to place a charitable const¬ 
ruction on the finance minister’s conduct, 
one might argue thAt he was acting on the 


assumption that he would be able to raise 
more resources by way of opea market 
loans than has been taken credit for in the 
budget and that these additional funds 
might help to cover the cost of the govern¬ 
ment implementing the third Pay Commis¬ 
sion’s scheme. If this indeed is the line of 
Mr Chavan’s reasoning, it must be pointed 
out that he has taken a less than strict view 
of his responsibilities as finance minister. 
The proper procedure would have been 
for him to budget for an adequate surplus 
instead of a notionally small deficit so that 
the budget has a built-in margin for meet¬ 
ing the foreseeable additional expenditure 
on account of the Pay Commission’s 
recommendations without giving rise to a 
large eventual deficit. Had Mr Chavan been 
wise enough to submit to this necessary 
discipline, the public would have had a 
truer picture of the scheme or the impli¬ 
cations of the budget than it has been 
favoured with now. 

The procedure actually adopted by Mr 
Chavan, therefore, has detracted consi¬ 
derably from the credibility of his claim 
to have dealt with the budgetary gap in a 
straightforward and courageous anti- 
inflationary fashion. Given the manner 
in which the finance minister has chosen 
to construct his budget, he is just not en¬ 
titled to be given the benefit of the doubt 
in respect of the government being able to 
avoid an increase in the budgetary deficit 
by taking advantage of possible additional 
receipts not taken into account at present 
in the framing of the budget estimates. 

It is true, of course, that budget estimates, 
under the most favourable circumstances, 
necessarily contain many imponderables, 
but this is all the more the reason why the 
finance minister should not have shirked 
the responsibility of honestly estimating 
the foreseeable expenditures, providing 
for them in a proper way and thus drawing 
up a reasonably true and factual budget 
statement. 

Ill 

This government has always been wear¬ 
ing its conscience on its sleeves where the 
welfare of the common man is concerned. 
The people therefore had a right to ex¬ 
pect tliat the central budget proposals 
would have some reassuring effect on or 
implications for the price situation. It 
is a great pity that the budget, in this res¬ 
pect, has very little of value to contribute. 
In the first place, it has not found it possi¬ 
ble to offer even to the middle or lower 
middle class tax relief of any kind which 
could have improved, however modestly, 
the capacity of people at lower levels of 
income to buy essential articles of con¬ 
sumption. The government has full know¬ 
ledge of the privations which these socio¬ 
economic categories in the population 
have had to suffer as a result of the all¬ 


round inerfcas^ in the prices of articles of 
daily consumption or the surging cast 
of living in urban areas. It should also 
have known that the only way in which.at 
least some part of this hardpressed popu¬ 
lation could have had immediate relief 
from the intolerable pressure of prices was 
for them to be asked to pay a little less by 
way of taxes on incomes or excise duties 
on essential articles. Mr Chavan, how¬ 
ever, has failed, nevertheless, to offer any 
relief, whether in the form of a reduction 
of the incidence of income taxation or 
through some lowering of the central 
excise duties on essential commodities, 
even to these vulnerable sections of the 
community whose welfare is supposed to 
be dear to the political heart of the 
ruling party. 

one-way traffic 

The government has never failed to 
step up direct or indirect taxation when¬ 
ever its own ways and means position has 
made this seem necessary or desirable. Is it 
not only fair that there should be adjust¬ 
ments in taxes in the downward direction 
as well whenever the ways and means posi¬ 
tion of the tax-paying individuals or house¬ 
holds may demand such relief? In other 
words, is taxation to be only a one-way 
traffic, going up and up all the time, while 
being wholly insensitive to the adverse 
changes in the economic circumstances of 
the tax-paying public? If it is the govern¬ 
ment’s position that this is and must be 
so, then it becomes obvious that the state is 
using its sovereign power of taxation in a 
completely arbitrary manner. If there 
was ever any time when there was need 
for the government to reduce the burden 
of direct as well as indirect taxation on at 
least the poorer sections of the community, 
this was it. Surely, there are sufficient 
areas of extravagant, wasteful or unpro¬ 
ductive spending in public expendi¬ 
ture for the government to have lowered 
the level of its total spending and provided 
some relief in taxation. Given the grim 
fact that large numbers of households are 
unable to make both ends meet, it is surely 
highly irresponsible on the part of the go¬ 
vernment to have ruled out some reduc¬ 
tion in the taxation of incomes at lower 
levels or the excise duties on articles of 
essential or mass consumption. 

There is an issue, here, of the very 
greatest importance to the mores of a 
democracy because both the basic rights 
of the citizen and the obligations of the 
state are directly involved. Taxation, 
essentially, is a contribution by citizens of 
a part of their income or wealth made to 
the government for defraying expenditure 
connected with the common or shared 
purposes of the community. Taxation, 
consequently, must eqjoy some priority 
in the call it makes on the purse of the 
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public. This does not mean, however, 
that the priority it ought to enjoy is an 
absolute or overriding priority. The 
citizen in a democratic political system 
has a right to keep a sufficient part of his 
income or wealth for himself so that he 
may provide for the essential current needs 
of himself or his family or their reasonable 
future requirements. When a govern¬ 
ment goes on piling direct or indirect 
taxation on the public year after year and 
consistently fails to take note of any ad¬ 
verse developments that there may have 
been in the economic or socio-economic 
circumstances of tax-payers when making 
its demands on their earnings or property, 
it must obviously be interfering to an un¬ 
acceptable extent with the legitimate right 
of families or individuals at lower levels 
of income to be able to provide out of 
their own earnings for the basic needs of 
themselves. 

Historically, all over the world, demo 
cratically functioning governments have 
generally been endeavouring to adjust 
their tax demands both to the needs 
of the state and the circumstances of the 
citizens. In our country, however, in the 
name of planning or development, this 
necessary flexibility in fiscal policy has 
virtually been outlawed. If one were to 
look at the government of India’s bud¬ 
gets over the years, one would not come 
across many instances of taxes, whether 
direct or indirect, being revised downward 


for the purpose of the tax burden being 
brought into balance with the economic 
circumstances of the tax-paying individuals 
or households. On tne rare occasions 
when rates of direct or indirect taxes have 
been reduced, it has been generally on 
grounds other than those relating to the 
capacity to pay of the tax-payer. It seems 
to me that the time has come for the elec¬ 
torate in this country to take note of this 
undemocratic trend, which threatens to 
become a permanent feature of the state's 
philosophy of taxation, and challenge 
effectively the obvious iniquity of a fiscal 
attitude on the part of the government 
which has so completely ruled out the 
necessity of the economic circumstances 
of individuals or households on any given 
occasion being taken into account in the 
framing to tax policies or measures. 

The next financial year will be the first 
year of the fifth five-year Plan. The public 
has been warned that this is going to be a 
bigger plan and that the government will 
therefore need more money to execute it. 
There have been dire warnings that new 
taxation efforts of massive dimensions 
would be required over the next five years 
for financing this plan. Ministers have 
been talking with sadistic glee of ‘resource 
mobilisation' on an unprecedented scale. 
It is therefore inconceivable that the 
government would even consider the 
possibility of relief in the tax burden rest¬ 


ing on even r the vulnerable sections of the 
community. When these are the prospects, 
the government has acted with inexcusable 
harshness in not allowing some tax relief 
to the lower income groups at least in this 
financial year when these sections of the 
population are experiencing acute econo¬ 
mic distress. 

Spokesmen of the finance ministry 
have had the audacity to claim credit for 
the government on the score that the new 
indirect tax levies do not generally affect 
essential articles of consumption or the 
commodities or manufactures entering 
the cost of living index. This means that 
the poorer sections of the community, 
hit hard by economic difficulties which are 
due in part at least to the mismanagement 
of the economy by the government, are 
being asked to be grateful to New Delhi 
for having refrained from adding to their 
hardship through additional taxation. 
The mere fact that government officials 
could use this kind of language is ample 
evidence of the arbitrariness ana arrogance 
with which the state has come to exercise 
its authority to tax. With the opposition 
parties so ineffectively represented in 
Parliament and the ruling party so deci¬ 
sively dominated by a leadership, intole¬ 
rant of criticism or dissent, the citizens of 
this country find themselves without 
adequate constitutional means of protect¬ 
ing themselves against the state exercising 
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its right to tax in disregard of the right 
that the citizens too must have in a 
democracy to defend themselves against 
fiscal exactions that even cut into that 
share of their own earnings which they 
must be able to retain if they are to provide 
for the minimum requirements of their 
families. 

There is a story going the rounds in the 
capital that the government has been so 
embarrassed by or even worried over the 
absence of strong criticism of this year’s 
central budget by the business community 
that word has gone to industrialists, 
friendly to the Establishment, to attack 
the budget for public consumption. This 
story may be an apocryphal one but it 
would still be true that, for the first 
time in many years, no chorus of protest 
has been heard from businessmen against 
a budget of the central government so 
that the leftists in the ruling party or 
outside may well bestir themselves and 
ask what funny business Mr Chavan may 
have been up to. 

I have stated earlier why in my view 
the share markets have celebrated the 
budget by putting up quotations. The 
mere absence of proposals for taxing 
further corporate or personal incomes 
has been considered to be an immense 
blessing against the background of repeated 
professions of radicalism by the govern¬ 
ment. 

negative merit 

It is possible in the larger business 
world, too, this negative merit of 
the budget has been rated very highly. 
There are no doubt two proposals in the 
direct tax field which in certain cases 
may add to the tax burden on relatively 
high incomes. The finance minister has 
made a provision in the budget for the 
aggregation of both the agricultural and 
non-agricultural components of a tax¬ 
payer’s income for purposes of deter¬ 
mining the rates of income-tax that will 
apply to the non-agricultural portion in 
cases where a tax-payer has non-agri- 
cultural income exceeding the exemption 
limit. He has also provided separate 
rate schedules in respect of both income- 
tax and wealth tax, with higher rates 
applicable to Hindu Undivided Families 
(HUF) having one or more members 
with independent income or wealth 
exceeding the exemption limit. Simul¬ 
taneously, the minimum exemption limit 
in the case of the HUF is also brought 
to the uniform level of Rs 5,000 as is 
applicable in the case of individuals. 
Finally, the f inane minister has prescribed 
that only capital assets held by a tax-payer 
for a period exceeding 60 months as against 
a period exceeding 24 months (which is 


what is stipulated now), will qualify for 
concessional tax treatment applicable 
in relation to long-term capital assets. 
Although these proposals, whether indi¬ 
vidually or collectively, may result in 
increasing the tax liabilities of a relati¬ 
vely small class of tax-payers, particularly 
at higher levels of income, they are 
negligible as new imposts particularly in 
the context of the fears generally enter- 
tainted by the business community that 
the central budget might once again 
carry out another serious ‘soak the rich* 
exercise this year. 

best of a bad bargain 

Mr Chavan’s treatment of the HUF 
moreover, could have been much more 
harsh than what it is. For some time 
now there has been a demand that the 
recognition given to the HUF as a 
separate unit of assessment should be 
totally withdrawn and all members re¬ 
quired to report their shares of the HUF 
income or wealth as part of the total 
income or wealth for purposes of taxa¬ 
tion. It has even been suggested that, 
simultaneously with the withdrawal of 
recognition to the HUF, the shares of 
the wife and minor children in the HUF 
income or wealth should be made 
aggregable with the husband’s in¬ 
come or wealth. The Committee on 
Taxation of Agricultural Wealth and 
Income, headed by Dr K.N. Raj, had 
declared itself to be in favour of the 
withdrawal of recognition to the HUF 
as a separate unit for purposes of tax 
assessment. Earlier however, the Direct 
Taxes Enauiry Committee, otherwise 
known as tne Wanchoo Committee, had 
recommended that higher rates of income- 
tax, as also higher rates of wealth tax, 
should apply to a HUF if any of its 
members had independent income above 
the exemption limit. The finance minister 
has chosen to adopt this less heroic 
prescription and this again seems to have 
brought some comfort to the business 
world. If one could escape with one’s 
life for the price merely of a limb or two, 
one may no doubt flatter oneself that 
one has made the best of a bad bargain. 

In the field of corporate taxation, m his 
budget speech for 1971-72, the finance 
minister served notice that the develop¬ 
ment rebate was considered to have 
outlived its utility dnd that that scheme 
would therefore become inoperative in 
respect of ships acquired or plant and 
machinery installed after May 31, 1974. 
At the same time he indicated that he 
would come up with some specific pro¬ 
posals for encouraging industries in selec¬ 
ted sectors or backward areas. Mr 
Chavan has now announced how he pro¬ 
poses to implement this undertaking. 
The first of these proposals is to provide 


an initial depreciation allowance of 20 
per cent of the cost of machinery and 
plant installed in selected industries after 
May 31, 1974. His other scheme is* to 
accord preferential tax treatment to 
industries to be set up in backward areas 
after March 31, 1973. This concession 
would take the form of a deduction equal 
to 20 per cent of the profits derived by 
an industrial undertaking set up in a 
backward area in computing its taxable 
profits during a period of ten years from 
the establishment of the industry. Con¬ 
currently, the ceiling on such investments 
as are eligible for subsidy is to be raised 
from Rs 50 lakhs as at present to Rs one 
crore and the percentage of subsidy 
raised from 10 per cent as at present to 
15 per cent of the investment. 

It is not immediately possible to say 
whether the new scheme of initial depre¬ 
ciation allowance would be an adequate 
substitute for the development rebate, 
especially as the list of industries ,to 
which this depreciation allowance will 
be permitted is yet to be drawn up and 
announced. Basically the depreciation 
allowance scheme is inferior to the deve¬ 
lopment rebate as an investment incen¬ 
tive since it only defers tax liability. All 
the same it is possible that certain indus¬ 
tries or industrial undertakings may be 
so situated that they are able to secure 
considerable fiscal relief under the new 
arrangement. In any case these conces¬ 
sions promised for the corporate sector 
have certainly contributed towards the 
friendly attitude of the business com¬ 
munity to this central budget. 

naive attitude 

It may not necessarily be the case, 
however, that the business community 
always knows even its own long-term 
interests best. It is even less certain 
that it could always take a sound view 
of what may be in the long-term interests 
of the country. In my view the business 
community or large parts of it have been 
naive or immature in adopting an uncri¬ 
tical attitude towards the deeper implica¬ 
tions of the budget while showing exag¬ 
gerated respect or affection for its minor 
or even negative virtues. Surely the 
most significant feature of this central 
budget is that the finance minister has 
reconfirmed the government’s rejection 
of the Wanchoo Committee’s recom¬ 
mendation that the fax system should be 
reformed basically by a scaling down of 
the rates of inedme taxation at all levels. 

I, personally, never had any illusion 
that the government, as at present cons¬ 
tituted, would be capable of acting on 
this advice. But even undoubtedly 
wise men such as Mr N.A. Pafkhivala 
were at one time so excited at the sight 



of this nugget of common sense in the 
Wanchoo report that they very nearly 
concluded that something great had 
happened in our fiscal universe. It must 
be said to the credit of. the government 
that it did nothing on its part to encou¬ 
rage any kind of optimistic expectations 
in this direction. Nevertheless, it is not 
altogether insignificant that, while Mr 
Chavan has studiously laboured or is 
labouring to implement those recom¬ 
mendations of the Wanchoo Committee 
which may serve the revenue interest of 
the government, he has once again 
stubbornly and dogmatically refused to 
look at one of the major recommenda¬ 
tions of the committee that the rates of 
direct taxation should be revised to 
rational economic levels. It is necessary 
to point out that, if this is the stand the 
government has taken this year, it is 
extremely unlikely that it is going to have 
liberal second thoughts on it once the 
fifth five-year Plan is well and truly 
launched. On the contrary, its clear 
refusal to allow that the high rates of 
income taxation have become counter¬ 
productive carries the ominous implica¬ 
tion that, on the next occasion it is faced 
with a need for more revenue or a 
political compulsion to display its radica¬ 
lism, it would promptly step up these 
rates even to higher levels. Since this 
is the basic implication of the budget, 
it is not only amusing but positively 
annoying that the business community, 
which is supposed to be peopled by 
shrewd and practical men of affairs, 
should have fallen an easy victim to the 
cheap blandishments of this central 
budget. 

(he rot continues 

Let there be no mistake about it. This 
central budget has not reversed in any 
way the negative and restrictive attitudes 
or trends in the government's fiscal or 
larger economic policies. The rot con¬ 
tinues. The approach of the government 
to the great issues of real resource 
mobilisation for development and the 
efficient utilisation of those resources for 
the good of the people remains anti- 
savings, anti-investment ani anti-produc¬ 
tion. The government has stepped up 
the income-tax or wealth-tax liabilities 
of the HUF on the score that the HUF 
is being employed on a wide scale as a 
device for tax avoidance. I for one 
would not shed a tear even if it is decided 
to derecognise the HUF as a separate 
unit of assessment and go on from there 
to plug completely every loophole or 
suspected loophole in tax coverage or 
enforcement provided the government 
also acts simultaneously to redesign the 
structure and rates of personal or cor¬ 
porate taxation along lines which would 
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make it possible and profitable for the 
citizens of this country to work more, 
earn more, save more and invest to good 
purpose. 

greatest enemy 

The tragedy is that ill-disciplincd and 
uncontrolled public consumption lias 
become the greatest enemy of capital 
formation for development. The Na¬ 
tional Council of Applied Economic 
Research, in the latest issue of its quar¬ 
terly journal Margin , has remarked with 
biting sarcasm that ‘-the only target 
which has always been attained or exce¬ 
eded has been additional taxation". It has 
pointed out that “more taxation and more 
public borrowing, voluntary or partly 
forced, can be no answer (to the problem 
of saving and investment) if a great deal 
of what is raised is used for increases in 
public consumption as has happened till 
now." This assessment gains in poig¬ 
nancy particularly in the context of the 
central budget. The ravages of public 
consumption gone profligate arc writ 
large on every page or para of the budget 
papers. Thanks to inflation, government 
revenue has moved fast, but government 
spending, particularly spending uncon¬ 
nected with or even injurious to economic 
development, has raced ahead even 
faster. Here is a case not merely of a 
dog chasing its own tail, but of the tail 
chasing the dog. No country can possi¬ 
bly live indefinitely with this kind of 
fiscal madness in its government. 

The budgetary outlook for the new 
financial year, therefore, is only too easily 
predictable. Prices will continue to rise, 
possibly by another 10 per cent over these 
twelve months. The deceptive buoyancy 
in tax receipts will consequently be kept 
up. By the same token, public expendi¬ 
ture, particularly government consump¬ 
tion expenditure, will rise very consi¬ 
derably in excess of budget estimates. 
The government will no doubt be able 
to borrow freely from the captive banking 
system now wallowing in inflation-induced 
liquidity. In spile or because of all this, 
the actual deficit would be far larger than 
the purely fictional one of Rs 85 crores 
which the finance minister has featured 
in his budget estimates. Simultaneously 
there will be a steady erosion of the real 
resources available for essential house¬ 
hold consumption or investment whether 
in the private sector or the public. Thus, 
the base for economic growth will he 
further eaten into, and even as the fifth 
Plan is formally launched, there will arise 
an apprehension graver than ever that its 
assumptions with regard to increases in 
the rate of domestic saving or resources 
deployed for development may not have 
any validity or relevance. Even in the 
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best of circumstances, with strict control 
over non-productive or wasteful public 
consumption, it should be difficult for the 
fifth Plan to mobilise savings of the 
required order within the framework of a 
live per cent rate of growth—assuming 
that even this modest growth rate is 
realised. The central budget has shown, 
however, that the government has become 
hopelessly and helplessly incontinent in 
the matter of public expenditure. It has 
clearly lost the initiative in the matter of 
regulating non-plan expenditure while it 
is still groping in the dark where efficient 
utilisation of scdrcc capital in the public 
sector industrial or commercial under¬ 
takings is concerned. 

political danger 

There is a political danger inherent in 
an economic situation of this kind. Where 
the government finds itself driven to a 
dead end of its own making, it may find 
its reserves of political courage too meagre 
to be drawn upon for a safe retreat or 
the sensible retracing of steps. This might 
tempt it all the more to rush into a panic 
search for increasingly desperate remedies. 
It is worth noting therefore that, if the 
government has refrained from stepping 
up direct taxation in this central budget, 
it may not be because it luts sensibly 
recognised at least at this late hour that 
both coverage and rates have come close 
to the saturation point. What may well 
be the ease is that the current political 
weakness of the government flowing from 
its losing prestige through its mismanage¬ 
ment of the economy in the last three or 
four years and its maladroit handling of 
the Andhra agitation, provides the true 
explanation for such fiscal restraints as 
there may be in this budget. The prime 
minister evidently believes that she already 
has enough trouble on her hands with¬ 
out having to add to it through another 
grossly unpopular or unsound bout of 
taxation. If this budget is only a grey 
budget and not a black one, it is because 
the government, for the moment, is a 
frightened government, only too willing 
to lie low for the time being. 
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Direct taxes: 
much ado 
about nothing 

S. P. Chopra 

For thh last many years it has been 
conceded by ttie union Finance Ministers 
that direct taxes in this country have re¬ 
ached the saturation levels and that they 
can no longer be used for raising addition¬ 
al resources of any significant order. The 
budget proposals for 1973-74 relating to 
direct taxes corroborate this viewpoint. 
The total yield from all new taxes is 
anticipated to be Rs 292.17 crores out of 
which the direct taxes are expected to 
yield Rs 18.60 crores only or 6.2 per cent 
of the total (see Table 1). 

Table 1 

New Taxes : 1973-74 (Budget) 


Rs crores Percentage 
share 


Customs 

156.00 

53.4 

Excise duties 

117.57 

40.4 

Corporation tax 

11.00 

3.7 

income tax 

7.60 

2.5 


292.17 

100.0 


The total tax revenue of the govern 


ment of India in 1973-74, including the 
share of the states, will cross the Rs 5,000- 
crore mark for the first time and if the 
estimates of the central Ministry of 
Finance prove correct, attain an all-time 
peak at Rs 5,113.56 crores. The largest 
contributor will be union excise duties 
(53.6 per cent) followed by cutoms (19.0 
percent), income tax (12.7 per cent)and 
corporation tux (11.9 per cent). Roughly, 
the direct taxes will constitute one- 
fourth of the total tax revenue (sec 
Table II). 

Tabli: 11 

Tax Revenue: 1973-74 (Budget) 


Rs crores Percentage 
share 


Customs 976.00 19.00 

Union exciscdulies 2,741.25 53.6 

Corporation tax 608.00 11*9 

Income tax 650.60 12.7 

Estate duty 9.25 0.2 

Taxes on wealth 43.00 0.9 

Gift tax 3.50 0.1 

Other heads 81.96 1.6 

Total: 5,113.56 100.0 


Once again the union Finance Minister, 
Mr Y. B. Chavan, has failed to provide 
relief in income tax to the lower income 
brackets. It may be recalled that some¬ 
time back Bhoothalingam Committee had 

Table III 


made out a strong case for the exemp¬ 
tion of income tax on all individuals 
having income between Rs 5,000 and Rs 
7,500 a year. The sleady rise in prices, 
especially during the past one year, has 
reduced the purclnsing power of the 
rupee significantly and the burden of 
income tax on the lower income brackets 
particularly is unjustified. Moreover, 
the cost of collection of income tax in 
these cases is quite high and the net gain 
to the exchequer is of a mean order. The 
income-wise distribution of individual 
income-tax asscssecs for 1968-69 (see 
Table 111) shows that out of 1,672,548 
assessces, as many as 595,344 (about 36 
per cent) had incomes ranging between 
Rs 5,OCX) and Rs 7,500 per annum and 
the total yield of income tax was no more 
than Rs 10.27 crores (about four per cent 
of the total). 

The exemption of this income bracket 
from income lax would provide relief to a 
large number of families which are at pre¬ 
sent groaning under the burden of rising 
prices as well as direct and indirect taxes. 
The reduction in the number of income 
assessees will provide more time to income- 
tax officers to assess carefully cases in the 
upper income brackets and thus make 
up partly for the loss in revenue result¬ 
ing from this concession to lower income 
brackets. 

The agricultural sector in this country 


Income-tax Payable by Individuals: 1968-69 


Ranee of total income assessed 


No. of 

Income 

Income-tax 

Surcharge 

Total 


Rs 



assessees 

assessed 

(including 

Rs(000) 

Rs (000) 






Rs (000) 

Super-tax) 









Rs(000) 




Below 

4.000 


16317 

4,73,25 

13,15 

1,16 

14.31 

4,001 


5,000 


283606 

125.47.53 

1.11,37 

4,56 

1,15,93 

5.001 


7,500 


595344 

363,97,67 

9,76,52 

50,73 

10,27,25 

7.501 


10,000 

• 

256283 

220,44,88 

10,50,32 

73,04 

11,23,36 

10,001 


12,500 


154311 

171.65,45 

11.32,85 

70,66 

12,03,51 

12,501 


15,000 


91208 

124,69,87 

10,06.86 

72,53 

10.79,39 

15,001 


17,500 


69566 

111,58,12 

10,42,41 

72,44 

11,14,85 

17,501 


20,000 


43108 

80,54.85 

9,35,52 

67,27 

10,02,79 

20,001 


25,000 


58524 

130,06.44 

17,12,49 

1,36,84 

18,49.33 

25,001 


30,000 


30607 

83,24,29 

13,40,7 2 

1,46,21 

14,86,93 

30,001 


40,000 


34961 

120,32,93 

25,07,51 

3,03,15 

28,10,66 

40,001 


50,000 


14491 

64,38.62 

16,00.49 

2,52,67 

18,53,16 

50,001 


60,000 


8443 

45,84,07 

13,21,82 

2,12,80 

15,34,62 

60,001 


70,000 


4674 

30,16,28 

9.28,90 

1,84,48 

11,13,38 

70,001 


1,00,000 


6160 

50,59,95 

17,68,50 

3,38,89 

21,07,39 

1,00,001 


2,00,000 


3717 

49,32.53 

21,67,19 

4.32.34 

25,99,53 

2,00,001 


3,00,000 


643 

15,48,40 

7,40,37 

1,70,16 

9,10,53 

3,00,001 


4,00,000 


248 

8,52,44 

4,19,70 

1.08,03 

5.27,73 

4,00,001 


5,00,000 


108 

4,82,62 

2,20,43 

46,29 

2,66,72 


Over 

5,00,000 


229 

20,67,94 

11,13,58 

2,29,74 

13,43,32 





1672548 

1826,58,13 

221,10,73 

29,73,96 

250,84,69 
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has passed through a period of relative 
affl ence in the wake of the green revolu¬ 
tion and, therefore, the demand was 
righ ly made by tax experts that agricul¬ 
tural incomes should also be brought 
within the purview of the taxation 
machinery. Last year, the government 
had appointed a special committee on 
taxation of agricultural wealth and in¬ 
come under the chairmanship of prof. 
K. N. Raj. This committee recommended 
a tax on agricultural holdings rather than 
incomes. It also suggested that agricul¬ 
tural income should be taken into account 
in determining the rate of tax applicable 
to non-agricultural income, MrChavan 
has accepted this suggestion of the Raj 
Committee and has devised a scheme of 
“partial integration” by which the agri¬ 
cultural income will be appropriated to the 
middle slabs while the balance of the non- 
agricultural income will be appropriated 
to the upper slabs of the aggregeatc 
income. This scheme may be explained 
with reference to an individual having 
non-agricultural income of Rs 30,000 and 
agricultural income of Rs 20,0(X) in a 
year. Hitherto he paid no income tax 
on agricultural income of Rs 20,000. 
Under the new scheme, the tax incidence 
would be calculated according to the 
following three steps : 

(i) Aggregation of the two incomes 
and the tax incidence thereon; 
here the total income being Rs 
50,000, the total tax would 
amount to Rs 19,550. 

(ii) C omputation of income tax on 
agricultural income of Rs 20,000 
enhanced by Rs 5,000 (which 
ordinarily is exempt from tax); 
the income tax on Rs 25,000 
works out to be Rs 4,600. 

(iii) The incidence of tax in the case 
under discussion would be Rs 
19,550 less Rs 4.(00 or Rs 14,950. 

It follows that the tax on the agricul¬ 
tural income of Rs 20,000 would be Rs 
14,950 less the tax on the non-agricultural 
income of Rs 30,000 (which is Rs 6,900) 
i. e. Rs 8,050. 

The present tax proposal docs not 
cover agriculturists who have no non- 
agricultural income. For them, the state 
governments will have to devise ways and 
means, may be in line with the recom¬ 
mendations of the Ruj Committee. 
However, the assessces having both 
agricultural and non-agricultural incomes 
have been fully covered. It might reduce 
the flow of non-agricultural capital to 
agricultural areas but it would also plug 
a major loophole whereby unscrupulous 
assessees had tended to legimitise their 


unauthorized earnings by showing them 
as agricultural income. 

The institution of Hindu Undivided 
Families (HUFs) has been disintegrating 
in the urban areas particularly though it 
still has its hold in the rural areas. The 
income-tax law in this country provides 
relief to HUFs in the sense that the 
exemption limit is higher at Rs 7,000 in¬ 
stead of Rs 5,000. There arc however in¬ 
dividuals who have their own sources of 
income and wealth but are also members 
ofaHUF. It is this class which enjoys 
an advantage over others in the sense 
that income is split up and assessed for 
income-tax at two places. In order to 
reduce the avoidance of income-tax 
through HUFs, the income tax rates have 
been enhanced at all levels above Rs 5,000 
for a HUF having one or more members 
with independent total income exceeding 
Rs 5,000. Hitherto, such a HUF paid an 
income tax of Rs 110 on an income of 


Rs 6,000 (10 per cent income tax on Rs 
1000 plus ten per cent surcharge on tax) 
but now it has been raised to Rs 196 (17 
per cent income tax on Rs 1000 plus 15 
per cent surcharge). Table JV gives 
the excess liability at selected levels of 
income. 

For genuine HUFs the aforesaid 
measure may not prove a threat as it 
does not enhance the tax liability where 
the members do not have independent 
incomes exceeding Rs 5,000 a year. 
According to income-tax statistics for 
1968-69, there were only 87,637 HUFs in 
this country who paid total income tax of 
of the order Rs 23.16 crores. Some of 
the marginal cases may result in the 
partitioning of the HUFs but, by and 
large, the assessees in the higher income 
brackets would prefer to pay the enhanced 
income tax because the clubbing of the 
income from independent sources and that 
from the partitioned .HUF would tend to 


"'x 

HIGHLIGHTS OF DIRECT TAX PROPOSALS 

(i) The agricultural and non-agricultural components of a taxpaper's Income have been aggre¬ 
gated by appropriating the agricultural income to middle slabs and the balance of the non- 
agricultural income to the upper slabs of the aggregate income. 

(ii) Separate rate schedules in respect of income tax and wealth tax—with enhanced rates— 
have been provided for Hindu undivided families having one or more members with indepen¬ 
dent income or wealth exceeding the exemption limit. 

(iii) To encourage long-term savings through life insurance and provident fund contributions, the 
deduction in computing taxable income has been increased to 100 per cent of the first Ks 
2,000 of the qualifying savings (Rs 1,000 only hitherto) while the deduction for the next Rs 
3.000 has remuined unchanged at 50 per cent. For the balance also, the rate has remained 
unchanged at 40 per cent. 

(iv) In place of the development rebate which will end on May 31, 1974. the Finance Mmistcr has 
provided an initial depreciation allowance of 20 per cent of the cost of machinery and plant 
installed in selected industries. The list of industries to which this concession will apply has 
not been published. 

(v) For the development of backward areas, the government has provided the following conces¬ 
sions;— 

(a i Deduction equal to 20 per cent of the profits of an industry set up in these areas 
while computing taxable profits. This concession will be available for 10 years after the 
establishment of the industry. 

(b) The percentage of subsidy, announced in August, 1971, will be raised from 10 to 15 per 
cent. 

(c) The ceiling on investment eligible for subsidy will be increased from Rs 50 lakhs to Rs 
1 crore. 

(vi) The period after which the concessional tax treatment is available for capital gains has been 
raised from 24 months to 60 months. 

(vii) Far wi July-held companies, the limit up to which the concessional rate of income tax is appli¬ 
cable, has been raised front Rs 50.000 to Rs 1 lakh. 

(viii) (it the case of cloiely-held companies in the corporate sector, the application of the conces¬ 
sional rate of Income tax has been lowered from the first Rs 10 lakhs to Rs 2 lakhs. 

(ix) A weighted deduetkm equal to one and one-third the amount paid for sponsored research 
and development work (covering revenue expenditure) In approved laboratories in the pre- 
investment period has been allowed to he written off against the profits of the year in which 
the business is commenced. 

(x) For the development of exports of non-tradltional products, the expenditure deductible for 
tax purposes has been raised from 133.3 per cent to 150 per cent. 

(xi) The yield from the new direct tax measures will be Rs 31 crores in a new year and Rs 18.6 
crores in 1973-74. 
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increase the tax incidence. No estimate 
has been made by the Finance Minister 
regarding the likely increase in yield from 
this source but it is fair to assume 
that the additional revenue would not be 
less than five crores of rupees. 

The incidence of the proposed tax on 
HUF& will be higher than what had been 
recommended by the Wanchoo Committee 
at all income levels except for incomes 
ranging from Rs 20,000 to Rs 30,000 per 
annum. It means that nearly 80 per cent 
of the HUFs will have to pay more by 
way taxes than what had been suggested 
by the Direct Taxes Enquiry Committee. 
With the increase in the squeeze on the 
HUF this year, it is feared that this 
institution would be made to wither away 
slowly notwithstanding its patent advan¬ 
tage in providing succour to its unfortu¬ 
nate members. Traditionally, Hindu un¬ 
divided family has provided insurance 
against misfortune to widows, the crip¬ 
pled and the needy. It is a pity that this 
remanant of the traditional Hindu society 
has no option, it seems, but to fade out 
under the new fiscal pressures of the 
government. 

blow to HUF 

Along with the increase in income tax 
for HUFs as stated above, the incidence 
of wealth tax on HUFs has been increased 
where one or more members have indepen¬ 
dent wealth exceeding Rs 1 lakh. At the 
wealth-tax levels of Rs 3 lakhs, to 5 lakhs 
the tax burdentfias been doubled but at the 
higher level of Rs 20 lakhs, the incidence 
of wealth tax has been raised by 50 per 
cent. Tnis is indeed a harsh blow design¬ 
ed to cripple the institution of HUF. 

The Finance Minister has claimed that 
the proposed changes in regard to deduc¬ 
tions in taxable income covering life 
insurance and provident fund contribu¬ 
tions would promote long-term savings. 
This assertion is however far from con- 
vicing. A person saving Rs 500 a month 
(Rs 6,000 in a year) by way of provident 
fund contributions and life insurance 
premia would benefit through increase in 
exempted amount by Rs 500 which in 
income-tax saving might be around Rs 
200 only. This is explained in Table V. 

The proposed exemption rates can hard¬ 
ly be described as very attractive. If the 
Finance Minister is really keen to pro¬ 
mote long-term savings, he should raise 
the exemption limit to Rs 5,000. Another 
way to promote savings is to put a ceiling 
on the marginal rate of income-tax 
(including surcharge) at 50 per cent and 
all excess should be nominally taxed if 
they are saved in the form of long-term 
bank deposits or investment in industrial 
securities. This . will not only promote 


savings but will also help in curbing the 
evil or unaccounted taoney. At^o, it will 
give a push to the process of industrialisa¬ 
tion in the country. 

Two years ago, Mr Y.B. Chavan had 
stated in his budget speech that the 
government would withdraw the con¬ 
cession of development rebate for ships 
acquired and plants and machinery 
installed after May 31, 1974. The 
industry in this country had protested 
vigorously against this decision and had 
warned the Finance Minister that it 
would have an unfavourable impact on 
the process of industrialisation. Happily, 
Mr Chavan has realised that the with¬ 
drawal of development rebate could have 
serious repercussions on the economy and 
that it would need to be replaced by 
certain other fiscal concessions. In place 
of the development rebate, he has pro¬ 
posed an initial depreciation allowance 
of 20 per cent of the cost of machinery 
and plant installed in selected industries 
(list has not been finalised as yet) and 
deduction of 20 percent of profits derived 


by an industrial undertaking set up in 
the backward areas. While the con¬ 
cession regarding the setting up of indus¬ 
tries in backward regions is of doubtful 
benefit, the facility regarding the initial 
depreciation allowance is surely going to 
be a helpful measure. The stock ex- 

TablbV 

Exemption from Income Tax in Case of 
Life Insurance Premia and Provident 
Fond Contributions 




Existing 

Rates 

(Rs) 

Proposed 

Rates 

(Rs) 

First 

1,000 

1,000 

1,000 

Second 

1,000 

500 

1,000 

Third 

1,000 

500 

500 

Fourth 

1,000 

500 

500 

Fifth 

1,000 

500 

500 

Sixth 

1,000 

400 

400 



3,400 

3,900 


Table IV 

Incidence of Tax at Selected Levels of Income for HUFs 


Tax (including) surcharge for 
HUF having one or more 
Income members with independent 
income exceeding Rs 5,000 


Tax including (surcharge) 
for HUF having no mcm- Excess 

her with independent liability 

income exceeding Rs 5,000 


Rs 

Rs 

Rs 

Rs 

5,000 

Nil 

Nil 

Nil . 

6,000 

196 

110 

86 

10,000 

978 

550 

428 

20,000 

4,025 

2,875 

1,150 

30.000 

9,200 

6,900 

2,300 

. 50,000 

24,150 

19,550 

4,600 

1,00,000 

67,850 

59,800 

8,050 

5,00,000 . 

4,58,850 

4,45,050 

13,800 


Table VI 



Estimated Initial Depreciation Allowance and Development Rebate 




(Rs lakhs) 


Industry 

Estimated annual 

Estimated initial 

Balance 


development 

depreciation 



rebate 

allowance 



(i) 

(2) 

(2)—(1) 

1. Cotton Textiles 

480 

840 

360 

2. Chemicals 

483 

926 

443 

* 3. Cement 

337 

270 

— 67 

4. Engineering 

1184 

1082 

—102 

5. Iron and Steel 

461 

326 

—135 

6. Paper and Paper Products 182 

169 

— 13 

7. Sugar 

107 

150 

43 

8. Others 

2099 

2060 

— 39 


Source : Economic Times 
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Moulders of men : 



the men behind the machines, at the desks 
and drawing boards. The men who lead and 
manage at Indian Oxggen. 


Indian 

Industry 

needs 

INDIAN OXYGEN 


msm 

cSZ 


Even in the age of machines, in the 
final analysis it is man who moves 
and decides. IOL is aware of this. 
That is why IOL takes pains to select 
the light man. That is why in IOL the 
accent is on training, on moulding, 
on developing men at all levels from 
theworkman to the top management. 

Deeply committed to professionalism 
in all fields. IOL is training and 
developing a new breed of managers 
and technologists to cope with the 
current and future needs of Indian 
industry. 
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changes in this country have reacted 
favourably to the budget for* many rea¬ 
sons, the most important being the 
concession regarding the initial deprecia¬ 
tion allowance and the absence of any 
new taxes on the corporate sector. 

The development rebate on ships 
acquired after 1957 was as high as 40 
per cent and was allowed as a deduction 
from business profits. For priority indus¬ 
tries, it was 35 per cent between 1965 and 
1970 and was reduced to 25 per cent for 
units installed after March 31, 1970. 
The rebate could not be used for distri¬ 
bution by way of dividends or for any 
purpose which was not the business of 
the undertaking. 


|Tabi r- Vll 


In dustry wise Estim ate of I nitial De preciation Allowance of New Ventures 


Industry 

Number of 
companies 

Project cost 
(Rs lakhs) 

Estimated initial 
depreciation allowance 
(Rs lakhs) 

Cement 

4 

669 

100 

Cotton textiles 

6 

821 

123 

Engineering 

45 

22867 

3431 

Fertilisers and chemicals 

16 

28256 

4238 

Manmade fibres 

3 

4768 

715 

Paper 

7 

1569 

235 

Sugar 

10 

2163 

325 

Others 

24 

6138 

920 

Total 

115 

67251 

10087 


Source : Economic Times 

Tabu. VIII 


List of Industrially Backward Distrists/Areas Selected io Qualify for the 15 per cent 

Central Grant 

State District/Area 

!3 blocks from Rayalscema region (Cud- 
da pah-7 blocks, Anantpur-3 blocks. 
Kurnool-2 blocks and from Telengana 
region (Kariinnagar-4 blocks* Nalagonda-4 
blocks, Waraneal-3 blocks, Khammam-2 


How does the development rebate 
compare with the proposed initial 
depreciation allowance ? While the 
list of industries to which it will be 
applicable is still “under consideration’' 
of the government, a tentative exercise 
undertaken by the Research Bureau of 
Economic Times shows that in overall 
terms it is likely to prove beneficial to 
the private industrial sector. An indus¬ 
try-wise comparison of estimated initial 
depreciation and development rebate 
shows that the allowance would provide 
additional relief of the order of Rs 4.90 
crores a year to the industry as a whole; 
cotton textiles, chemicals and sugar 
would make substantial gains while 
cement, iron and steel, paper and paper 
products and engineering industries 
would tend to lose (see table VI, page 443). 

initial depreciation 

The initial depreciation allowance on 
project costs of 115 new ventures 
(Rs 672.51 crores) which entered the 
capital market recently have been esti¬ 
mated by the Economic Times at 
Rs 100.87 crores; its analysis shows that 
fertilizers and chemicals will derive the 
maximum benefit followed by engineering 
industries, man-made fibres, sugar, paper, 
cotton textiles and cement (see Table VII). 
It is assumed that all these industries 
would appear in the final approved list 
of the government. 

The industrialisation of western coun¬ 
tries has resulted in the concentration of 
industries in and around urban agglo- 
morations which provide a number of 
facilities such as the ready market, access 
to finance, and various other locational 
advantages. In this country also, new 
industrial units have been attracted to 
some urban concentrations with the 
result that many areas in the country have 
remained industrially backward. The 
planners did emphasise from time to 
time the desirability of regional dispersal 
of industries but not much success was 
achieved in this regard. The government 
of India woke up to the necessity of 


Andhra Pradesh 


Assam 

Bihar 

Gujarat 

Haryana 

Himachal Pradesh 
Jammu & Kashmir 
Kerala 

Madhya Pradesh 


Maharashtra 

Manipur 

Mysore 

Meghalaya 

Nagaland 
Orissa 
Punjab 
Rajasthan* 
Tamil Nadu 


Tripura 
Uttar Pradesh 
West Bengal 

Union Territories 

Andaman and Nicobar 
Islands 

Arunachal Pradesh 
Dadra and Nagar Havel i 

Goa, Daman and Diu 
Lacadive, Minicoy and Aminidivi Islands 
Mizoram 
Pondicherryt 


blocks, Mahboohtugar-2 blocks and Siddi- 
pet-l block) 

Goalpaiaand Mikir Hills 
IXirbhanga and Bhagalpur 
Pane lima ha Is 
Mohindcrgarh 
Kangru 

Srinagar and Jammu 
AHeppcy 

12 blocks from the districts of Bilaspur and 
Raipur (6 blocks each) and 10 blocks from 
the districts of Dcwas (2 blocks). Shaja- 
pur (3 blocks), Raigarh (2 blocks) and 
Guua (3 blocks) 

Ratnagiri 
Entire area 
Raichur 

United Khasi and Jaintia Hills and Garo 
Hills 

Kohima and Mokokclmng 
Kalhundi and Mayurhhanj 
Hoshiarpur 
Alwar 

A unit area of 10 Talukas from the dis¬ 
tricts of Ramauatliapurani (ft talukas), 
Madurai (1 taluka) and Tirucliirapalli (3 
talukas) 

Entire area 
Baliia and Jhansi 

All the 13 backward districts; vide Appen¬ 
dix I 


^■The entire territory 


♦Proposals Tor another district undeFconsidcration 
tExcluding the area within the municipal limit of its capital 
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providing special concessions to indus¬ 
trially backward regions in 1971 when 
two separate schemes were outlined for 
providing financial assistance and trans¬ 
port subsidy to entrepreneurs intending 
to establish units in backward areas. 

But what is a backward area? Accord¬ 
ing to the Planning Commission, no less 
than 217 districts (out of a total of 356 dis¬ 
tricts) and all the union territories except 
Chandigarh and Delhi are backward. 
These districts constitute 63 per cent of 
the land area and 58 per cent of the 
population. The areas which qualify for 
central grant of 10 per cent which is now 
proposed to be raised to 15 per cent are 
small in number (see Tabic VIII, p. 445) as 
the centre has agreed to subsidise industiial 
units in one or two backward districts 
in each state. The scheme for the cen¬ 
tral grant was announced in August 1971 
according to which an outright subsidy 
of 10 per cent would be given to all new 
units set up in selected backward areas 
or districts. For the fourth five-year 
Plan period, a grant of five crores of 
rupees has been earmarked. Under the 
transport subsidy scheme, the central 
government has offered as grant up to 


50 per cent of the transport cost of both 
raw materials and finished goods for all 
new units to be set up in Jammu and 
Kashmir, Assam, Manipur, Meghalaya, 
Nagaland and Tripura and the union 
territories of Arunachal Pradesh and 
Mizoram. 

In addition to both these subsidies 
allowed in 1971 the Finance Minister has 
proposed in the budget for 1973-74 a 
deduction equal to 20 per cent of the 
profits derived by an industrial undertaking 
set up in the backward areas in comput¬ 
ing its taxable profits. The Finance 
Minister has not explained the expression 
“backward areas”. If the Planning Com¬ 
mission's definition of backward areas is 
accepted, this concession should be 
available in 217 districts of the country. 
If, however, it is made applicable to areas 
where the outright Subsidy of 10 per cent 
was given in August 1971, the coverage 
would be much smaller. It may be stated 
that the subsidy was hitherto not made 
available to units with capital investment 
exceeding Rs 50 lakhs. The fact that the 
Finance Minister has proposed raising of 
the ceiling on investment from Rs 50 
lakhs to Rs 1 crore shows that the scheme 


will in probability be made applicable to 
areas given in Table VIII only. The per¬ 
centage of subsidy as stated earlier is also 
proposed to be raised from 10 per cent to 
15 per cent, 

The truth is that all these incentives 
provided by the government hardly add 
up to equal the difficulties which the 
entrepreneur has to face in a backward 
area. The 10 per cent subsidy allowed in 
1971 did not cut much ice and it is not 
sure if its raising to 15 per cent will have 
any major impact. It may be recalled 
that in addition to the 15 per cent sub¬ 
sidy, the transport subsidy and the deduc¬ 
tion of 20 per cent in taxable profits, a 
new unit in the backward areas can claim 
special assistance from such national 
institutions as the Industrial Development 
Bank of India, the Industrial Finance 
Corporation of India, the Industrial 
Credit and Investment Corporation of 
India Ltd. and the Unit Trust of India 
besides concessions provided by the state 
governments in relation to power, water, 
sales tax, octroi, etc. It may result in 
attracting some entrepreneurs to backward 
areas but it is hard to foresee the full 
impact of all these concessions. 


The Tennis Star and 
Indian Air 
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Flying tennis starsl In one town today and then flying 
to another1000 miles away to play a match tomorrow. 
Just one of the many important people to whom 
flying is vital. And we try to help with our vast 
network and convenient schedules. Bringing 
every interesting nook and corner of 
India within easy reach. 
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years of 

EASUN 


Starting in 1939 with domestic 
and agricultural Pumps, EASUN 
entered the field of POWER 
GENERATION in 1947 as Main 
Contractors, and installed the 
Basin BRIDGE 5000 KW Station, 
then considered BIG. 

From then on as Designers, 
Suppliers and Contractors in the 
field of HV and EHV SUB¬ 
STATIONS, Transmission Lines. 
Diesel Power Stations, became 
a National Enterprise before the 
Fifties. 

Entered the field of Transformer 
and Switchgear Manufacture 
through their Associates in the 
mid-fifties. 


T' 


u 


W 


Was one of the first Indian 
Contractors in Railway 
Electrification 1957—Howrah 
Burdwan line. 

Now in the field of Complete 
Industrial Electrification. General 
Engineering and Structural Work 
from 1963. 

In 1968, from a National 
Company with international 
aspiration and ambition entered 
the field of Export to the Middle 
East, East Africa. South East 
Asja and even South America. 

OBJECT - To serve,through our 
effort and imagination, the 
country and its people and 
thereby ourselves. 

EASUN ENGINEERING CO. LTD. 
HACKBRIDGE HEWITTIC & EASUN LTD. 
ESWARAN A SONS ENGINEERS PRIVATE LTD 
EASUN PRODUCTS OF INDIA PRIVATE LTD 
MADRAS-1 
Offices at 

New Delhi. Bombay, Calcutta A London. 
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EASUN 25 years in the service of POWER 
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MANUFACTURES 
SPECIALLY FOR \ 


Every one needs faultless steel. 
But you could need a special steel 
for a special job. 


This is where we step in. We make 
alloy and special steels exclusively 
for you. Our present range of 700 may 
meet your need. 9 


You want something different ? Fine 
We will make it for you. Exactly to 
your specification. 


i 


MISL keeps your production soaring 


A\ISL_, 

fOR TODAY AND TOMORROW 
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Tax and inflate 

R. C. Urrmat 

Of the Rs 292.17 crores gross additional 
taxation proposed by the union Minister 
for Finance, Mr Y.B. Chavan, for 1973-74, 
direct taxes — income-tax, corporation 
tax, wealth tax, gifts tax, etc. — account 
for only Rs 18.6 crores. The balance of 
additional revenue Rs 273.57 crores— 
is to be raised through indirect taxes— 
customs duties and excise levies. 

The net accretion of revenue to the cent¬ 
ral exchequer through the proposed im¬ 
posts, after deducting the share of states 
in the new taxes, is anticipated around Rs 
250 crores. The contribution of direct 
taxes in this will be Rs 13.9 crores; the 
states will benefit to the tune of Rs 4.7 
crores. The additional revenue from cus¬ 
toms duties — Rs 156 crores will accrue 
entirely to the centre. The new excise 
levies will yield approximately Rs 79.74 
crores to the centre and Rs 37.83 crores 
to the states. 

This shows that, in mobilising addi¬ 
tional resources for the exchequer, the 
Finance Minister has drawn much more 
heavily on indirect taxes than on direct 
imposts. With the new taxation proposals, 
the share of direct taxes in the gross tax 
revenue of the union government comes 
to nearly 25.7 per cent. Fxeluding the 
share of the states, the direct taxes ac¬ 
count for slightly less than 20 per cent of 
the net tax revenue of the central govern¬ 


ment. The indirect taxes next year will be 
accounting for approximately 74.3 per 
cent of the gross and about 80 per cent of 
the net tax revenue of the central govern¬ 
ment. In 1955-56, nearly 35 per cent of the 
gross tax revenue of the centre came from 
direct taxes and approximately 65 per cent 
from indirect taxes. The net tax revenue of 
the union government was shared by the 
two types of taxation in that year to the 
extent of 27.5 per cent and 72.5 per cent 
(sec Table I). 

gross revenue 

Of the gross revenue of the central go¬ 
vernment in 1973-74 -Rs 6,259.75 crores 
- the non-tax revenue -from interest 
receipts, currency and mint, administra¬ 
tive services, social and development ser¬ 
vices, irrigation and electricity schemes, 
public works, etc. • will amount to Rs 
1,145.83 crores, and the gross tax 
revenue Rs 5,113.92 crores. In the total 
net revenue of the centre next year -- Rs 
5,081.66 crores — the share of non-tax 
receipts will be slightly more than 22 
per cent. In 1955-56, the non-tax revenue 
yielded Rs 69.72 crores. The total revenue 
of the centre in that year amounted to 
Rs 554.79 crores. The direct taxes yield¬ 
ed Rs 115.78 crores net to the central ex¬ 
chequer and Rs 57.02 crores to the states. 
The net receipts of the central government 
from indirect taxes were Rs 295.69 crores. 
The states received Rs 16.57 crores. 

As between the indirect taxes, much 
greater reliance has been placed by Mr 
Chavan in the next year’s budget on cus¬ 


toms duties than on excise levies. It is for 
the second time during the past 23 years 
that the central government has tried to 
net a comparatively larger revenue from 
the customs duties than from the excise 
duties. The first attempt in this direction 
was made in the first half of the sixties. 
As a result of Mr Chavan's proposals, the 
customs levies arc expected to yield next 
year as much as Rs 156 crores, as against 
Rs 117.57 crores revenue from the new 
excise duties. If note is taken of the 
fact that in the revenue from the new 
excise levies proposed by the Finance 
Minister, a sum of Rs 25.3 crores is being 
raised through additional excise duties in 
lieu of sales tax alone, in fulfilment of the 
centre’s promise to slate governments, 
the central government’s reliance on ex¬ 
cise duties as a source of additional reve¬ 
nue in 1973-74 becomes much less than on 
customs levies. 

The entire additional revenue from 
customs duties is proposed to be raised 
through stepping up import-levies. No 
attempt has been made by the Finance 
Minister to raise export duties, presumably 
in deference to the fact that our export 
products are meeting stiff competition in 
the world markets. 

Of the Rs 156 crores additional revenue 
expected from import duties, revenue to 
the tune of Rs 97.30 crores is envisaged 
to be netted through the raising of the 
levies on unexposed cinematograph films 
from 15 paise to 50 paisc per linear metre 
(Rs 2.3 crores), the stepping up of the duty 
on raw cotton from 10 paise per kg to 40 


Tabll1 

Net Tax Revcouc of Union Government 


(Rs crores) 


Total Net Tax Revenue of Union Govern¬ 
ment 

Of which: 

Taxes on Tncomc and Expenditure 
Taxes on Property and Capital Transactions 
Taxes on Commodities and Services 

(i) Customs 

(ii) Union Excise Duties 
Non-tax Revenue 

Total Net Revenue of Union Government 
States’ Share in Union Taxation* 

Of which: 

Excises, including additional levy in lieu of 
Sales Tax, account for 


1950-51 

1955-56 

1960-61 

1965-66 

1970-71 

1971 -72t 

1972-73 

1973-74 


Budget Revised 

Budget 

Revised 

Budget 

357.00 

411.47 

730.14 

1,784.62 

2,451.36 

2,717.42 

2,901.07 

.U46 84 

3,471.83 

3,935.83 

125.70 

113.23 

191.97 

453.72 

484.60 

481 23 

522.78 1 

657.32 

712.36 

786.19 

3.81 

2.55 

13.49 

19.83 

26.86 

19.83 

41.47f 

227.49 

295.69 

524.68 

1,311.07 

1,939.90 

2,196.36 

2,336.92 

2.689.52 

2,759.47 

3,149.64 

157.15 

166.70 

170.03 

538.97 

524.02 

534.00 

652.00 

720.40 

810.00 

976.00 

67.54 

128.68 

341.25 

752.00 

1368.50 

1,608.59 

1.627 75 

1,881.61 

1,862 II 

2,087.82 

48.86 

69.72 

147.32 

535.77 

890.50 

1.009.51 

1,179.64 

1,120.27 

1,156.24 

1,145.83 

405.86 

481.19 

877.46 

2,320.39 

3.341.86 

3.726 93 

4,080.71 

4,467.11 

4,628.07 

5,081.66 


73.59 

165.38 

276.05 

755.44 

890.44 

945.14 

1,053.31 

1,065.96 

1,178.09 


16.57 

75.01 

145.92 

390.05 

462.97 

475.29 

583.13 

566.07 

653.43 


•The union government’s revenue has been deducted; so also for the total taxation effort of the union government, 
f 1971-72 accounts details are not fully available. 
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per cent ad valorem (Rs 40 crores), increas¬ 
ing the levy on nylon filament and yarn 
for tyre manufacture from 60 to 100 per 
cent (Rs 1 crore), the scaling up of the 
duties on stainless steel plates and strips 
from 30 to 60 per cent and on sheets from 
100 to 200 per cent (Rs 9 crores), the en¬ 
hancement of the impost on copper from 
30 to 40 per cent (Rs 5 crores) and the up¬ 
ward revision of the duty on machinery 
and allied articles from Rs 30 to 40 per 
cent (Rs 40 crores.) 

GATT-bound duties 

Pending re-negotiations with the con¬ 
cerned contracting parties, the GATT- 
bound fates of import duties have been re¬ 
vised upwards in the case of about 25 arti¬ 
cles to the extent necessary for the rationa¬ 
lisation of the rate structure of the import 
tariff in terms of the permission granted by 
the GAIT authorities. The more impor¬ 
tant items on which the GATT-bound 
rates of import levies have been stepped 
up arc: (i) tallow (from nil rate to 30 per 
cent ad valorem); (ii) some coal tar dyes 
(10/20 to 60 per cent); (iii) wood pulp 
(15 to 40 per cent); (iv) high-speed and 
alloy steel (15 to 30 per cent); and (v) 
certain raw materials for the plastic in¬ 
dustry (25/45 to 60/100 per cent). The 
additional revenue, item-wise, expected 
from the above upward revisions in the 
GATT-bound rates of import duties is Rs 
4 crores, Rs 1.7 crores, Rs 3.6 crores, 
Rs 1.6 crores and Rs 3.2 crores, respective¬ 
ly. The total additional revenue anticipa¬ 
ted from the revision of the GATT- 
bound rates of import duties is Rs 18.7 
crores. 

Auxiliary import duties have been im¬ 
posed at the rate of five per cent of the 
value on articles which arc free or on which 
the effective rate of basic customs duty is 
less than 60 per cent ad valorem or which 
are subject to specific alternative or com¬ 
posite rates, at the rate of 10 per cent of 
the value of articles on which the effective 
rate of basic customs duty is 60 per cent 
ad valorem or more but less than 100 per 
cent ad valorem; and at the rate of 20 per 
cent of the value on all other articles, ex¬ 
cept foodgrains, books, tallow, raw cot¬ 
ton, machinery, family planning applian¬ 
ces and a few other selected categories of 
goods. 

With the imposition of auxiliary duties 
of customs, the regulatory duty, which 
was imposed in December, 1971, on all 
items of imports with the exception of 
foodgrains, books and a few other special 
categories of items, has been withdrawn. 
The general rate of this levy was 2.5 per 
cent ad valorem, but a few selected items 
were subjected to a higher rate of 10 per 
cent ad valorem. From the year 1972-73, 
10 per Cent ad valorem rate applied to all 


items which paid customs duty of 100 per 
cent or more, in addition to a few selected 
items of the December, 1971, list. A new 
rate of five per cent ad valorem applied to 
all those items on which customs duty of 
60 per cent or more but less than 100 per 
cent was payable. As a result of the re¬ 
placement of the December, 1971, regu¬ 
latory duty on imports by auxiliary cus¬ 
toms duties, the exchequer is expected to 
gain to the extent of Rs 36.5 crores during 
the next financial year. 

Besides the direct increases in the im¬ 
port duties, the revision of the GATT- 
bound rates and the replacement of the 
regulatory customs duties by auxiliary du¬ 
ties, the countervailing duties on imported 
goods, corresponding to the increases in 
the central excise duties, have been step¬ 
ped up in the case of some items, including 
motor spirit, polyester fibre and nylon 
yarn. The revenue from the countervail¬ 
ing duties is expected to go up by Rs 3.5 
crores. 

The total additional revenue to be 
raised next year through a revision of 
the excise structure is of the order of Rs 
117.57 crores. In this, the contribution of 
the changes in basic duties and the levy of 
new ones will be Rs 63.34 crores, that of 
alterations in the additional excise duties 
in lieu of sales tax Rs 25.23 crores and 
of auxiliary duties of excise Rs 29 crores. 

The basic excise duties have been raised 
or levied for the first time on several items. 
The more important among these are: 
(i) instant coffee; (ii) smoking mixtures for 
pipes and cigarettes; (iii) caustic potash; 


(iv) shaving creams; (v) plywood for some 
uses, especially the decorative type; (vi) 
domestic electrical appliances; (vii) motor 
vehicle parts and accessories; (viii) tool 
tips (unmounted) of sintered carbide; (ix) 
wire ropes of iron and steel; (x) carbon 
black (including lamp black and acety¬ 
lene black); (xi) certain rubber chemicals; 
(xii) motor spirit and certain special boil¬ 
ing-point spirits used in the manufacture 
of rubber, paints and varnishes and solvent 
extracted vegetable non-essential oils; 
(xiii) raw naphtha for use in the manufac¬ 
ture of methanol and as feedstock for 
the production of carbon-di-oxidc, (xiv) 
benzene, benzol, toluene, etc., used for 
some special purposes, (xv) blended or 
compounded lubricating oils and greases; 
(xvi) rubber products used for repairs of 
tyres; (xvii) refrigerators (exceeding 165 
litres capacity), air-conditioners and parts 
of refrigerating machinery for cold stor¬ 
age; (xviii) electric motors designed to 
work at a pressure not exceeding 50 volts, 
etc., (xix) long-playing records; and (xx) 
sheet glass and plate glass. The incidence 
of excise levies has been raised on certain 
other items through the conversion of 
specific duties into ad valorem duties, the 
withdrawal of exemption or concession 
and rationalisation of duties. These in¬ 
clude: (i) glycerine; (ii) some categories 
of cotton fabrics, particularly fents and 
rags; (iii) tyres; (iv) paper; (v) certain de- 
niers of synthetic fibres and yarns; (vi) 
steel ingots produced by electric furnaces; 
and (vii) several categories of iron and 
steel products. 

Tiie additional excise duty in lieu of 
sales tax has been raised sharply on ci- 


| NEW CUSTOMS LEVIES AT A GLANCE | 


No chunge has been effected in the structure of export duties. 

The effective rates of import duties have been raised on (i) unexposed cinematograph films 
(from 15 paise to 50 paise per linear metre); (ii) raw cotton (10 paise per kg to 40 per cent ad valorem); 
(iii) nylon filament and yarn for tyre manufacture (60 per cent to 100 per cent); (iv) stainless 
steel plates and strips (30 per cent to 60 per cent) and stainless steel sheets (100 per cent to 200 
percent); (v) copper (30 percent to 40 per cent); and machinery and allied products (30 per cent to 40 
per cent). 

The GATT-bound rates of import duties have been raised oa about 25 items. The more 
important among these are: (i) tallow (from nil rate to 30 per cent); (ii) certain coal tar dyes (10/ 
20 per cent to 60 per cent); (iii) wood pulp (15 per cent to 40 per cent); (iv) high speed and alloy 
steel (15 per cent to 30 per cent); and (?) certain raw materials for plastic industry (24/45 per 
cent to 60/100 per cent). 


Auxiliary duties of customs have been imposed in place of the regulatory customs duties of 
December, 1971, at the rate of 5 per cent of the value on articles which are free or on which the 
effective rate of basic customs duty is less than 60 per cent ad valorem or which are subject 
to specific, alternative or composite rates. The auxiliary duty will be 10 per cent if the effective 
rate of basic customs duty is 60 per cent ad valorem or more but less than 100 per cent. It will he 
20 per cent of the value on oil other articles, except foodgrains, books, tallow, raw cotton, machi¬ 
nery, family p'anning appliances and certain special categories of articles. 

Countervailing duties have been raised, among others, on motor spirit, polyester fibre and 
nylon yarn. 
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Amptance abroad 
Technology 
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BHEL — High Pressure Boiler Plant Is executing orders from 
Malaysia for their Tuanku Ja’afar Power Station for supply 
of two 60 MW boilers and three 120 MW (Reheat) boilers. 

■ • • •: \ ' ■■•*.. mo/.. vv.-' •. ... , .. ,-u >■...• 

These orders have been secured against stiff International 
^competition eatabllahlng acceptance of Indian ability even In 
the highly sophisticated field of boiler technology. 
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garettes and smoking mixtures have been 
brought within the purview of this taxa¬ 
tion measure. Some small additional reve¬ 
nue from this duty is also proposed to be 
raised from cotton and art silk fabrics. 
The union government had to raise next 
ysar Rs 25 crores from additional excise 
duties in terms of an assurance given by 
it to the state governments. These duties 
are imposed on tobacco, textiles and su¬ 
gar. Sugar has been completely left out. 
The incidence on textiles, as stated above, 
has been kept insignificant. 

As regards auxiliary duties of excise, 
they are proposed to be imposed under 
clause 28 of the Finance Bill, 1973, on all 
excisable goods mentioned, in the Excise 
Tariff Schedule at an amount equal to 20 
per cent of the value of the goods. By 
notification, however, all excisable goods 
other than (i) jute twist yarn, etc., (ii) jute 
manufactures other than hessian, (iii) 
steel ingots (including steel melting scrap), 
(iv) copper, (v) all iron and steel products, 
<vi) zinc, (vii) aluminium, and (viii) 
tinplate and tinned sheets, etc., have been 
totally exempted from the measure for the 
present. On the above items, auxiliary 
duties of excise varying from 33.33 to 75 
per cent of the basic duties have been im¬ 
posed. 

regulatory duties withdrawn 

Simultaneously, however, as in the case 
of customs duties, regulatory duties of 
excise have been withdrawn. Since the 
items covered by the regulatory duties of 
excise hitherto were the same as those 
proposed to be subjected to auxiliary du¬ 
ties of excise, the net effect has been the 
replacement of the regulatory duties by au¬ 
xiliary duties. While substituting the for¬ 
mer by the latter, the Finance Minister has. 
however, raised the tax burden on steel in¬ 
gots, iron and steel products and tinplate. 
The incidence of taxation on the other 
items has been just maintained. The loss 
from the removal of regulatory duties of 
excise is estimated at Rs 86.22 crores. The 
imposition of auxiliary duties is antici¬ 
pated to bring in Rs 115.7 crores. The net 
addition to revenue expected from this 
source, thus, is Rs 28.95 crores. 

The most controversial increases effec¬ 
ted by Mr Chavan in the import tariffs 
are those relating to raw cotton, stain¬ 
less steel, high speed and alloy steel, cop¬ 
per, tallow, wood pulp and machinery and 
allied articles. The import duties on these 
items (including the auxiliary levies on 
some items) have been raised quite signi¬ 
ficantly. 

So far as raw cotton is concerned, Mr 
Chavan has stated in his budget speech 
that this material has been enjoying a 
privileged position for a (ong time with 


only u nominal duty of 10 paisc per Kg. 
Since imported cotton is used mainly for 
the production of line and superfine 
fabrics, and comparatively expensive 
varieties of blended fabrics, those 
affected will be only the affluent 
sections of society which consume 
them. This should placate those who 
swear by socialism, but the fallacy in this 
argument is that the demand for superior 
varieties of fabrics in the manufacture of 
which imported cotton is used, is not ex¬ 
pected by the authorities to shift any sig¬ 
nificantly to the inferior qualities produced 
by using primarily indigenous varieties of 
raw cotton. 

The possibilities of a significant shift in 
demand from the superior cloth to the 
lower quality fabrics, of course, cannot 
be ruled out, as the enhanced cost of pro¬ 
duction is bound to be reflected in higher 
prices of fabrics. The increase in the basic- 
duty on raw cotton (this material has been 
exempted from the auxiliary duty of cus¬ 
toms) is estimated to yield as large a reve¬ 
nue as Rs 40 crores. This should give an 
indication of a sharp rise in the prices of 
imported cotton. Trade circles fear that 
the cost of imported cotton will shoot up 
by Rs 1,200 to Rs 1,600 per candy and 
some of the best varieties of Egyptian cot¬ 
ton may not be available at a price less 
than Rs 6,600 per candy. The industry 
surely will not be able to absorb this in¬ 
creased burden and will have to raise the 
prices of its products. To some extent. 


the increase in the cost of imported cot¬ 
ton to the industry should get mitigated 
if the Indian Cotton Mills Federation cuts 
down the premium of Rs 980 per candy 
charged by it on imported cotton. But even 
then the incidence of the raised import du¬ 
ty is so heavy that it will have to be shared 
by the consumer to no small extent. The 
possibility of a shift in demand from the 
superior varieties of cloth to the lower 
quality fabrics arises on this account. 

Apart from the increased pressure of 
demand on the lower varieties of cloth 
giving a push to their prices, the prices 
of these types of cloth should also go up 
because of a rise in the prices of indigenous 
cotton. The finer varieties of fndian cot¬ 
ton are reported to have already recorded 
an uptrend to the extent of Rs 100/200 per 
candy. The other varieties of Indian cot¬ 
ton can be expected to follow suit soon. 
So a general rise in the prices of cotton 
fabrics cannot be ruled out. 

The more disturbing effect of the pro¬ 
posed increase in the import duty on raw 
cotton, however, can be on the employ¬ 
ment situation. The industry, by and 
large, is already in an unsatisfactory state. 
Owing to this, the Finance Minister has 
refrained from enhancing any signi¬ 
ficantly the incidence of additional excise 
duty on textiles. To obviate this situation, 
it is imperative that consequent upon 
making the imported cotton appreciably 
more expensive, concerted efforts should 


CHANGES IN EXCISE STRUCTURE 

Basic excise duties have l)ecn raised or levied for the first time on several items. The more 
important among these are: (i) instant coffee; (ii) smoking mixtures for pipes and cigarettes; (iU) 
caustic potash (iv » shaving creams; (v) plywood for some uses, especially the decorative type; (vi) 
domestic electrical appliances; (vii) motor vehicle parts and accessories; (viii) tool tips (unmounted) 
of sintered carbide; (ix) wire ropes of iron and steel; (x) carbon black (including lamp black and 
acetylene black); (xi) certain rubber chemicals; (xii) motor spirit and certain special boiling point 
spirits used in the manufacture of rubber, paints and varnishes and solvent extracted vegetable non- 
essential oils; (x : ii) raw naphtha for use in the manufacture of methanol and as feedstock for the 
production of carbon dioxide, (xiv) benzene, benzol, toluene, etc., used for some special purposes, (xv) 
blended or compounded lubricating oils and greases; (xvi) rubber products used for repairs of tyres; 
(xvii) refrigerators (exceeding 165 litres capacity), air-conditioners and parts of refrigerating ma¬ 
chinery for cold storage; (xvlii) electric motors designed to work at a pressure not exceeding 
50 volts, etc.; (xix) long-placing records; and (xx) sheet glass and plate glass. 

The incidence of excise levies has been raised on certain other items through the conversion of 
specific duties into ad valorem duties, the withdrawal of exemption or concession and rationalisation 
of duties. These include: (i) glycerine; (ii) some categories of cotton fabrics, particularly fonts 
and rags; (iii) tyres; (iv) paper; (v) certain deniers of synthetic fibres and yams; (vi) steel ijgo’s 
produced by elcctrk furnaces; and (vii) several categories of iron and steel products. 

The additional excise duty in lieu of sulos tax has been raised sharply on cigarettes and smok¬ 
ing mixtures ha\c been brought within the purview of this taxation measure. It has been stepped up 
nominaliy on cotton and art-silk fabrics. 

It is proposed to replace the regulatory excise duties by auxiliary duties of excise on all ex¬ 
cisable goods mentioned in the Excise Tariff Schedule at an amount equal to 20 per cent of the value 
of the goods. By notification, however, all excisable goods other than (I) Jute twist yarn, etc., (Ii) 
jute manufactures other than hessian, (iii) steel ingots (including steel melting scrap), (iv) copper, 
(v) all iron and steel products, (vi) zinc, (vii) aluminium, and (viii) tinplate and tinned sheets, 
etc., have been totally exempted from the measure for the present. On the above Items, auxiliary 
duties of excise varying from .13.33 to 75 per cent of the basic duties have been Imposed. 
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be made to step up the production of 
indigenous cotton, particularly of the 
finer varieties. Unless raw cotton is 
available at reasonable prices, the growth 
of the textile industr) will be halted. 

The prices of synthetic fabrics too should 
go up as a result of increased duty on 
imports of wood pulp and other essential 
raw materials for this industry. The cost 
of production of rayon yam, according 
to industry, should be expected to go up 
by 50 paise per kg. on account of the in¬ 
creased levy on wood pulp and by another 
25 paise per kg. owing to the increased 
duties on other raw materials. The in¬ 
crease in the duly on nylon yarn, it is 
feared, may foster smuggling activities. 

The imposition of dut> on tallow im¬ 
ports is in a class by itself. The landed 
cost of this raw material for soap manu¬ 
facture is less than half of what the State 
Trading Corporation, through which these 
imports are canalised, charges from the 
consuming industrial units. If in the 
interest of containing the prices of soap, 
the STC is asked to cut down its profit, 
the gain to the exchequer will be nulli¬ 


fied to a great extent by the fall in the pro¬ 
fits of the STC which arc nothing but go¬ 
vernment's own earnings from a commer¬ 
cial undertaking. 

The increase in the burden of import 
duties on machinery and allied articles has 


been justified by Mr Chavan on the ground 
that it will provide a further impetus to 
import substitution and encourage more 
extensive manufacture of machinery with¬ 
in the country. Thcoratically this should 
happen. But the real difiicullies of our 
machinery manufacturers in the recent 


Taolu II 



Receipts from 

Customs 


(Rs crores) 


Customs 

Imports 

Exports 

Total tax 

Customs 


(Net 

Receipts) 

(Gross) 

(Gross) 

revenue 

(excluding 

slates' 

share) 

revenue 

as 

percentage 

of 

total tax 
revenue 

1950-51 

157 

108 

47 

357 

44.0 

1955-56 

167 

128 

38 

411 

40.7 

1960-61 

170 

155 

13 

730 

23.3 

1965-66 

539 

548 

2 

1,785 

30.2 

1966-67 

585 

479 

123 

1,934 

30.2 

1967-68 

SI3 

408 

130 

1,937 

26.5 

1968-69 

447 

174 

102 

2,019 

22.1 

1969-70 

423 

Ml 

76 

2,201 

19.2 

1970-71 

524 

423 

67 

2,451 

21.4 

1971-72 

696 

612 

72 

2,928 

23.S 

1972-73 

XI0 

714 

85 

3,472 

23.3 

1973-74 

976 

886 

80 

3,935 

24.8 
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BHARAT COMMERCE AND INDUSTRIES LTD. 

Regd. A Head Office : 

Surya Kiran, 5th Floor, 19, Kasturba Gandhi Marg, 

NEW DELHM. 
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Manufacturers of 

Staple Fibre. Cotton, Fancy & Synthetic yarns 
in various blends 


Mills at: 

Nagda, Thana, Rajpura, Nanjangud 
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past have been lack of demand due 
to near-stagnation of the economy and 
shortages of steel. Unless the situation 
improves in these two respects, the protec¬ 
tion being granted to machinery manufac¬ 
turers cannot be expected to be of any 
great significance. 

It must also be pointed out here that 
machinery imports are not allowed if 
indigenous manufacturers are able to 
meet the requirements in a reasonable 
time. This in itself is a good assurance 
for the indigenous manufacturers of a 
ready market. In fact, for several types of 
machinery, buyers have to wait in long 
queues. The effect of Mr Chavan's 
proposal to raise duties on imports of 
machinery' and allied articles will be to 
push up the capital costs of new 
projects. 

In the field of excise duties, the most 
controversial increases proposed by Mr 
Chavan are those relating to imposts on 
iron and steel, motor vehicle parts and 
cigarettes. 

ilic additional yield from the upward 
revision in the excise duty, including the 
auxiliary duty levied in replacement of the 
regulatory duty, on iron and steel is ex¬ 
pected to be of the order of Rs 34.20 
crores. The increase in burden works out 
approximately to Rs 45 per tonne in the 


case of bars, rods and structural and Rs 
110 for galvanised and corrugated sheets. 
The increased excise burden on iron and 
steel is bound to have an adverse effect on 
industrial as well as construction costs. 
No doubt, the prevailing prices of indi¬ 
genous steel prior to the revision in excise 


Petroleum products 
Tobacco (including cigarettes) 

Sugar 

iron and steel 

Rayon and synthetic fibres anti yarn 

Cotton fabrics and yarn 

Tyres and tubes 

Aluminium 

Tea 

Paper 

Matches 

Fertilizers 

Plastic materials and synthetic resins 

Jute manufactures 

Cement 

Motor vehicles, parts and accessories 
Excise Duties (Total 


duties, were somewhat lower than the 
landed costs of imported steel, the global 
prices are lower than Indian steel (the im¬ 
ported steel attracts customs levies). Be¬ 
sides having an adverse effect on the eco¬ 
nomy as a whole, the increased burden of' 
excise on iron and steel can be expected 


608 

708 

798 

893 

227 

275 

299 

341 

136 

167 

177 

181 

72 

103 

174 

216 

89 

9! 

102 

134 

80 

91 

97 

102 

55 

63 

74 

82 

34 

37 

53 

61 

39 

36 

34 

43 

21 

26 

33 

37 

28 

29 

28 

29 

IS 

21 

38 

44 

24 

28 

35 

39 

19 

27 

34 

37 

44 

49 

56 

63 

28 

37 

40 

46 

1.759 

2,061 

2,428 

2,741 


Table III 

Revenue from Union Excise Duties 

(Including State's Share) (Rs crorcs) 

1970-71 1971-72 1972-73 1973-74 

(Revised) (Budget) 


THE WORLD MARKET,- 
A Lot Closer, 

A Lot Cheaper 



Ship by fast 
Scindia ships 
reaching over 
300 porta 
in six Continents, 
perfseted by 
service apannig 
over SO years. 

. MTA-VSIN-II? 


Th»9t*ndf 
8tMfn Navigation 
CompmyUnMid 
Scindia House. 

Narotiam Morstjoa Marg. 
Ballard Estata, Bombay-1. 
Talaphona: 268161 (12 Itnss) 
Tales: 2209 


SPECIAL BUDGET NUMEU.k 


Meeting the needs 
in India and 
world markets... 


I.C.F. COACHES 

I.C.F.—one of the largest coach-building units 
in the world—rolls out every year over 700 
coaches of various types — electrical multiple 
units, air-conditioned cars, tourist cars, diesel 
rail cars, sleeper coaches. 

All these coaches meet the rigid needs of world 
markets. 


INTEGRAL 

COACH 

FACTORY 

(Indian Railways) 
MADRAS-38 
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SUGAR 

ENERGY 

GIVING 




VITAL TO 
THE NATION S 
HEALTH 


We manufacture tha best 

quality-SUN FLOWER Brand 
white crystalline sugar (Grades D-30 and E-30). 

1he molasses produced by us aie most suitable for 
processing into pharmaceuticals. 

cattlefeed ft- industrial alcohol. 

We are striving to reduce sugar shoitage 
in the countiy by taising our cane 
crushing capacity horn 2000 tonnes 

pur day to 3000 tonnes 
by the end of this year. 
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PENNADAM 
SOUTH ARCOT DISTRICT. 

TAMILNADU 




ARUNA 
SUGARS LTD. 

Rogd. OHieo: "MEC0 HOUSE " Sth Floor. 

11 A/1. MOUNT ROAD, MADRAS-2. 
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to hit exports of engineering goods un¬ 
less the incentive for exports is suitably 
adjusted. 

The increase in the excise levies on 
motor vehicle parts and motor spirit can 
be expected to push up transportation 
costs, particularly in cities where petrol- 
driven vehicles are an important mode of 
transport. Public transport elsewhere and 
the bus transport in cities too, however, 
should not be much afTectcd as the inci¬ 
dence of duty on motor vehicles parts has 
been kept moderate. The increase in 
transportation costs, it may be pointed 
out, will result more from the upward 
revision in railway freight rates effected by 
the Railway Minister, Mr. L.N. Mishra, 
recently, than from Mr Chavan’s budget 
proposals. 

The sharp increase in duty In motor 
spirit—80 paise per kilolitre — of course, 
cannot be objected to very seriously as 
there is an imperative need to curb con¬ 
sumption of petroleum products in view of 
the mounting import bill on crude oil, 
thanks to lags in oil exploration within 


the country and the uptrend in crude oil 
prices in West Asia~the source of our 
crude oil imports ~ as a sequel to the re¬ 
cent agreement between the oil producing 
and exporting countries, on the one hand, 
and the international oil companies, on 
the other. The uptrend in the prices of 
West Asian crude oil is expected to conti¬ 
nue for the rest of the current decade. 
Instead of straight raising the prices of 
motor spirit, it would have, however, been 
much better if the Finance Minister had 
chosen to penalise only unduly high con¬ 
sumption of motor spirit — above selec¬ 
tive norms for the various consuming inte¬ 
rests. A scheme for this purpose can surely 
be worked out. 


So far as cigarettes are concerned, the 
Finance Minister has chosen to tax smo¬ 
kers for the third year in succession and 
that too quite heavily. In a short 9pan of 
three years, the excise duties on cigarettes 
have been stepped up so sharply as to 
yield an additional revenue of nearly Rs 
85 crores. This year, the increase has been 


primarily effected in the additional excise 
duty in lieu of sales tax in terms of the 
commitment of the central government to 
the states that the revenue from additional 
excise duties, which goes to the states, 
will be raised by Rs 25 crores. The total 
additional revenue from levies on tobacco 
manufactures expected next year is nearly 
Rs 33 crores. The entire commitment of 
the centre to the states, thus, is envisaged 
to be met through increasing the burden 
of additional excise on cigarettes. The 
other two items on which additional excise 
duties arc levied are sugar and textiles. 
Sugar has been left out because of the 
sensitivity of the general public to the 
prices of this commodity. Textiles have 
been spared because the state of this in¬ 
dustry is not considered healthy. 

The logic of the Finance Minister for 
passing on the entire burden of the 
commitment of the centre to the states on 
smokers, however, does not stand close 
scrutiny. As regards textiles, it has al¬ 
ready been pointed out that the enhance¬ 
ment of import duty on raw cotton is 
bound to result in higher prices of fabrics. 
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The general consumer, thus, has not been 
left unafTectcd, despite the pious intentions 
of Mr Chavan. In respect of sugar, it 
needs to be pointed out that the central 
government has not been refraining from 
stepping up in the past one-and-a-half 
years the tariff value of free-sale sugar, 
which has raised the burden of excise 
duty, both basic and additional, on this 
commodity. Moreover, the present diffi¬ 
cult situation on sugar front is the direct 
outcome of the policy of the centre. Had 
the government listened to the pleas of 
the industry two yeais ago, sugar output 
would not have suffeicd a sharp setback 
which has created all the present compli¬ 
cations. 

The net effect of the indirect taxation 
proposals of Mr Chavan, thus, cannot be 
but inflationary. But opinions are bound 
to differ on how much accentuation of the 
inflationary tendencies in the economy will 
result from them. Since most of the addi¬ 
tional revenue fre m indirect taxation is 
proposed to be raised through increasing 
the huiden on machinery, industrial raw 
materials and intermediates, the infla¬ 
tionary impact of the proposals can be 
mild if production goes up in a fair mea¬ 
sure and an all-out effort is made to con¬ 
tain non-productivc expenditure. The 
affluent sections of society, indeed, have 
been subjected to a fairly heavy dose 


of indirect taxation, but the impact on 
others should be only limited and that too 
because of increase in production costs. 

The four alternatives available for rais¬ 
ing additional resources for development 
are domestic borrowings, larger external 
assistance, increased taxation and deficit 
financing. The budget estimates for next 
year assume a higher level of external as¬ 
sistance than the revised estimates for the 
current year. The budgetary figures for 
market borrowings and small savings 
could also perhaps not be put up much 
higher. If deficit financing had to be con¬ 
tained within reasonable limits, there was. 
therefore, no escape from higher taxation. 

Already deficit financing to the extent 
of Rs 1,127 crores-taking the centre and 
the slates together had been resorted to 
in the first three years of the current Plan. 
The revised estimates for 1972-73 have 
shown a deficit at the central government's 
level alone to the order of Rs 550 crores. 
Mr Chavan has restricted the budgetary 
deficit next year to Rs 85 crores plus 
the incidence of the Pay Commission's 
report. This incidence may come to about 
Rs 150 crores. The total budgetary deficit 
next year, according to the estimates of 
the Finance Minister, thus, may be in the 
neighbourhood of Rs 235 crores. Deficit 


financing of this order, according to 
competent observers, can be absorbed 
without much influence on prices provided • 
the gross national output goes up by five 
per cent or so. By restricting deficit financ¬ 
ing through increased taxation, inflation 
has been attempted to be contained almost 
to the extent of push in production costs. 

The Finance Minister, indeed, has been 
very selective in the choice of items on 
which the incidence of indirect taxes has 
been raised. Can it be hoped that hence¬ 
forward, the government will try to ra¬ 
tionalise excise levies, which yield a major 
portion of the revenue from indirect 
taxes, by introducing the concept of tax 
on values added? A beginning has been 
made in this respect in the UK budget 
this year. The experience of Britain 
needs to be closely watched. This in¬ 
novation was suggested for our country 
by Mr S. Bhoothalingam a couple of years 
ago in his report on the rationalisation of 
tax structure in our country. 

Another important consideration that 
ought to be borne in mind by the Finance 
Minister is to see how far his budgetary 
proposals have an impact on government 
purchases. To the extent they push up 
governmental expenditure, the gain to the 
exchequer is negatived and unnecessary 
distortions are imparted to the economy. 


PUNJAB BREWERIES LIMITED 

( A Government of Punjab Undertaking) 

BEER MANUFACTURING PLANT TO GO ON STREAM BY JUNE. 1973 


X 


Company : 

Capacity: 

Location : 

Special Features : 


The Company Is an undertaking of the Government of Punjab with 24% 
financial participation of the well known East India/Oberoi Hotels. 

50,000 hecto litres or 30,000 bottles daily. 

Lhandri Kalan, near Jamalpur Power House, Ludhiana (Punjab Govern¬ 
ment's Focal Point for Industries). 

Technical collaboration with world famous Skoda of Czechoslovakia. 
Latest design, stainless steel equipment and most modern technology, 
Engineering Services by Engineers India Ltd , a Government of India concern. 
Lager Beer (Pilsner) to be produced to international standards. Production 
from barley malt, rce, sugar and hops. 

Attractive bottling, competitive price, regular supply and absolute satis¬ 
faction. 

The factory is all set for commercial production by June, 1973. Mechanical 
Erection by Gannon Dunkerley, Insulation by Lloyds, Electric flttinos by 
Crompton Greaves and Refrigeration by Bombay Ammonia. 

The Company is placing its share capital, comprising equity shares worth 
Rs. 20 lakhs and preference shares worth Rs. 25 lakhs, In the market by 
3rd week of March, 1973. 

NRIPINDER S. RATTAN, IAS 
, Managing Director 
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New York 


Visit Amsterdam 
on your way to the U.S.A. 

-and fly KLM’s 
latest aircraft: DC-10 tri-jet. 


DC 10 ihe new 'gentle giant’, now 
On the nans atiant'C run from Amster 
dam to New York and Chicago. 

High enough so that you can stand 
up and walk around. Wide enough 
for rows of nine passengers. Bigger 
windows Bettei visibility. And plenty 
of amenities. 

Take a KLM Boeing flight leaving 
Delhi for Amsterdam on Tuesday or 
Saturday night. Stop at Beirut or 
Athens on the way if you have time. 
Flying from Bombay ? We could 
book you on the flights of our pool 
partners. Garuda Indonesian Airways. 
Operating twice weekly services 
direct to Amsterdam via Athens. 
Rome (weekly) and Frankfurt. 

Spend a day or two in Amsterdam. 
And make the most of 21 amazing 
give-aways offered by the Amster¬ 
dam Tourist Office under their attrac¬ 
tive "Day-On-The-House" scheme. 


Your travel agent will provide you 
with furthei particulars 
And now on to the USA On a KLM 
DC-10 for a new experience. To 
New York or to Chicago Daily 747-B 
flights are also operaied by KLM to 
New York and frequent flights to 
Houston and Mexico city. 

For details, contact the nearest KLM 
Office or your travel agent. Or any of 
KLM’s General Sales Agents at 
Ahmedabad. Indore, Goa, Madras 
and Kathmandu. 


KLM 

ROYAL DUTCH AIRUI 
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H As a progressive emplo¬ 
yer, you'll agree that in 
today's fast-changing, 
competitive business 
world, manpower is the 
most important asset. By 
developing a new con¬ 
cept of welfare and secur¬ 
ity you need not lose 
valuable men in whom 
" you've invested time and 
money. 

Take'a look at the 
GROUP 
INSURANCE 
SCHEME 

It’s a simple, economical 
scheme to provide low- 


cost life insurance cover 
to your employees. It’s 
the sort of benefit that 
encourages loyalty 
among employees while 
being a good investment 
for you. 

Gains to Employers 

1. Handsome tax bene¬ 
fits. Employer's contribu¬ 
tions to the plan are 
allowed as business 
expenses. 

2. Simple to operate. 

3. The good people you 
have recruited and trains 
ed remain with you on 
account of these benefits 


securing your investment 
of time and money on 
them. 

Gains to Employees 

1. Covers all "actively-at 
-work" employees. 

2. No medical examina¬ 
tion upto a certain limit. 

3. Death benefits free of 
Income tax. 

In India up till now, 800 
schemes have been 
introduced covering 5.8 
lakhs employees, both 
in the offices and the 
factories. 



LIFE INSURANCE 
CORPORATION 
OF INDIA 

Please contact any of our 
Divisional Offices or Group 
and Superannuation 
Schemes Department, Life 
Insurance Corporation of 
India, Central Office.'Yoga- 
kshema' Jeevan Bima Marg, 
Bombay-20. 
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Making both 
ends not meet 

Sagittarius 

Tin: BKiCiiST surprise in the Revised Esti¬ 
mates for 1972-73 is the emergence of an 
overall deficit of Rs 550 crores on the 
centre's own account and of Rs 971 crorcs 
including the adjustments that were 
carried out in April last year in respect of 
unauthorised overdrafts of the state go¬ 
vernments. In order to avoid giving a 
wrong impression that a big deficit has 
been incurred by the centre itself, the 
special advance of Rs 421 crorcs to the 
states has been taken out of expenditure 
and receipts in the Budget at a Glance 
though these form part of the Capital 
Budget. It must be said that the increase 
in deficit by Rs 421 crores is notional as 
. all that has happened is a transfer 
of the liability of the states from the Re¬ 
serve Bank to the centre. Also it has been 
indicated that the states will extinguish 
the debt arising out of unauthorised over- 
diafls by effecting repayments to the cen¬ 
tre. There will therefore be no net increase 
m debt charges for the centre or special 
problems relating to repayment of these 
loans though the states should strictly 
adhere to the commitments. 

biggest deficit 

ll must however be stated that the over¬ 
all deficit of Rs 550 crores by itself is the 
biggest for any financial year as even in 
1971-72 the actual deficit was only Rs 
519 crores in spite of heavy expenditure 
on refugees and the lndo-Pakistan war. 
In the current year the government has had 
the advantage of larger receipts through 
customs duties and corporate and in¬ 
come taxes. There were also larger 
borrowings through open market loans 
on four occasions and an aggregate amount 
of Rs 778 crores was raised with net 
borrowing at Rs 478 crorcs being in ex¬ 
cess of budget estimates, by Rs 263 crores. 
There was also an increase in receipts 
under the small savings campaign to the 
extent of Rs 70 crores besides the return 
of Rs 200 crorcs by Food Corporation. 

The increase in expenditure however 
has been more than expectations due to a 
larger defence budget and a higher non- 


Ptan outlay. But the upset in calculations 
has come about on account of the substan¬ 
tial aid given to the states for drought re¬ 
lief apart from assistance for implementing 
Plan schemes. It is a matter for surprise 
how on top of higher non-Plan expenses 
Plan outlays also do not disclose a short¬ 
fall in spite of an acute shortage of physi¬ 
cal resources. It is quite likely that when 
the accounts are finalised the overall defi¬ 
cit for 1972-73 may not disclose a big un¬ 
covered gap of the dimension indicated. 

Contrary to expectations, the union 
Finance Minister has decided to frame his 
budget estimates at a new high level and 
against general expectations of additional 
taxation of around Rs 150 crorcs, the new 
levies will fetch as much as Rs 305 crores 
in a full year. The only satisfactory fea¬ 
ture is the absence of any increase in di¬ 
rect taxation though Hindu undivided 
families and closely held companies will 
have to bear a heavier burden of taxation. 
What is again surprising is the anticipa¬ 
tion of a ovrcrall deficit of Rs 335 
crorcs in 1973-74 on the basis of existing 
taxation even with fairly large borrowing 
and a further increase in receipts under 
the small savings campaign. This is 
because defence expenditure will 
continue to be heavy while large 
assistance will again be provided to the 
states for Plan and non-Plan purposes. 
The financial target for the fourth Plan 
is expected to be exceeded comfortably 
in the central and State sectors. The actual 
deficit may be even higher at Rs 200 crorcs 


after taking credit for new taxation pro¬ 
posals for a net amount of Rs 250 crores 
when the recommendations of the Pay 
Commission are implemented. 

In view of the fact that there has been 
heavy deficit financing in 1971-72 on ac¬ 
count of the centre alone by Rs 1069 
crores, and the states may luive an un¬ 
covered gap of over Rs 650 crores, in 
these two years, the centre has a special 
responsibility for ensuring that available 
resources are put to the best use. It 
should also see that there is no large 
uncovered deficit on both central and 
state accounts. Otherwise the infla- 
tioncry pressures will get further accentua¬ 
ted and new difficulties may be experien¬ 
ced in implementing Plan projects. The 
final gap of Rs 200 crorcs can be easily 
wiped out as there will be a buoyancy 
of revenues with a higher level of in¬ 
dustrial production. It will also be possi¬ 
ble to borrow on the same scale as in the 
current year through open market loans. 
Only, the union Finance Ministry 
should make sure that there is 
no large increase in non-Plan expendi¬ 
ture except in the salary bill which 
will have to be higher because of the 
recommendations of the Pay Commission. 
The surpluses of public sector undertak¬ 
ings also can be easily enlarged. 

It is difficult to say categorically that the 
Centre wall not be profligate or that thcic 
will be no large increase in expenditure in 
the revised estimates for 1973-74 as coni- 
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parcel to the budget estimates. It can 
however be safely said that net borrowing 
through open market loans can be more 
than the estimate of Rs 326.41 crores 
assumed in the budget estimates. Gross 
borrowing will no doubt be much higher 
at Rs 880 crores against the total of Rs 
778 crores for the current year. But there 
arc maturing loans for Rs 553.59 crores 
against only Rs 300,22 crores in 
1972-73. There are two loans maturing 
lor repayment in the next year, 
the 4?' loan 1973 outstanding for Rs 
394.51 crores falling due for repayment 
on May 12, and the 4i% 1973 loan for Rs 
159.08 crores on July 22, 1973. These 
heavy maturities however need not deter 
the government from borrowing on the 
same scale as was done last year. It would 
appear that the government has thought 
it advisable to take credit for a smaller 
amount of Rs 326.41 crores, RsI52 crores 
Jess than the record of 1972-73 because 
of the possibility of banks being obliged 
to expand credit substantially for financing 
import and procurement of foodgrains. 

This contingency however will not stand in 
the way of the government raising bigger 
amounts through new loans as the growth 
of deposits of scheduled commercial 
banks will be easily Rs 1500 crores in 
1973, and the Life Insurance Corporation 
and provident funds will also be in a 
position to extend liberal support to 
loans and bonds issued by the central and 
state governments and public bodies. 

W hat is needed is careful planning of the 
flotation of different loans. As the first 
loan falls due for repayment on May 12 
and the outstanding amount also is heavy 
at Rs 394.51 crores an attempt should 
be made to raise only a little over Rs 100 
crores net after completing the conversion 
operation. This is because there will also 
be heavy demand for funds for procure¬ 
ment purposes in the middle of May and 
any siphoning away of funds on a large 
scale from the organised sector through 
new loans at about this time will compel 
banks to borrow heavily from the central 
banking institution. The notified amount 
of the new loans for the first stage should 
not therefore be more than Rs 500 crores. 

In the second stage also the notified 
amount should be only about Rs 300 
crores as the 4i % 1973 loan for Rs 159.08 
crores falls due for repayment on July 22. V 


The funds at the disposal of the scheduled 
commercial banks will have been fully 
absorbed by then with an intensification 
of procurement operations and an in¬ 
crease in the level of buffer stocks. There¬ 
after however there will be a steady 
contraction in advances. Allowing for 
borrowing by the state governments in 
the third week of August, and there will 
be no maturing loans this year, the centre 
can come on the market again in the first 
week of October for raising Rs 200 crores 
through cash subscriptions. This will en¬ 
able the centre to raise as much as Rs 450 
crores. There can be further reissues for 
Rs 50 crores later in the year in the light 
of fresh developments in the money 
market. 

What is sought to be emphasised here 


is the scope that exists for net borrowing 
to the extent of Rs 450-500 crores by the 
centre itself even after the states have 
borrowed Rs 150 crores and the public 
bodies another Rs 125 crores. Only there 
should be a proper staggering of the flota¬ 
tions of new loans and there should be no 
undue pressure on the money market at 
any stage. If net borrowing is in 
excess of the budget estimates by Rs 150 
crores and there is also buoyancy of 
revenues, there can be a balanced overall 
budget without any need for resorting 
to deficit financing. After the massive 
effort made in the past few years for rais¬ 
ing resources through additional taxation 
and borrowing, the government has an 
obligation to avoid deficit financing 
altogether. 
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OU A L I TV - TOOLS 


TOPS IN 
TOOLS! 

★ Tops in Appearance 
★ Tops in Design 
* Tops in Performance 
★ Tops in Durability 

HINDUSTAN DOWIDAT TOOLS LTD. 

Regd. Office: 61 , Sunder Nagnr, New Delhi-3. 


Towards Industrial Progress of Uttar Pradesh 

U. P. FINANCIAL CORPORATION 

Gives TERM LOANS on attractive terms to Entrepreneurs 
0 Special Concessions in 36 Under-Developed Districts ; 

Lower Interest Rates: Reduced Margins of Security 
Longer Repayment Period : Nominal Processing, Legal and other charges 

0 Assistance to Technical Entrepreneurs 
0 Distinctive Facilities to Small Scale Units 

0 Participation in Joint Financing with all India Term Finance/Banking Institutions. 
0 Simplified Procedure, Personal Attention. 

For further details contact ;— 

Head Office : 14/88, CIVIL LINES, KANPUR 
Phones : 66652, 53003, 63412, 64723 
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BAREILLY : 6/N-35, Rampur Bagh 3356 

GHAZIABAD : 160, New Gandhinagar 2491 
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NAINITAL : Uniyal Lodge, Talli Tal 447 

JHANS1 : 371, Civil Lines 1253 

VARANASI : 68/2, Chandrika Colony, Sigra 65449 
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ATTENTION! 

Small Entrepreneurs and Technocrats I 
Your Interests are T.1.1.C’s interests too! 
Our facilities are more favourable. 




Technocrats 

7% 

Rs. 10,000/- to Rs. 2,00,000/- 
100% upto Rs. 1 lac 
90% above Rs. 1 lac 
10 years including 
moratorium of 3 years. 


TERMS OF ASSISTANCE TO 
Small Scale Units Technocrats 

Interest 8.1/2% 7% 

Minimum/Maximum Amount of Loan Rs. 25,000/- apd above Rs. 10,000/- to Rs. 2,00,000/- 

Advancc Amount 75% of fixed 100% upto Rs. 1 lac 

assets 90% above Rs. 1 lac 

Repayment 10 years including 10 years including 

moratorium of 2 years moratorium of 3 years. 

Advance amount and repayment terms may be relaxed in deserving cases. 

No stamp duty for execution of documents. 

TUC also offers special concessional terms to units located in backward districts (new and existing 
units undertaking substantial expansion). Besides, TUC has a special scheme for rendering assistance 
to Rural Medical Practitioners. 

For further details write to : 

THE TAMIL NADU INDUSTRIAL INVESTMENT 
MIC CORPORATION LTD., 

He financial Manai, 26, Whites Road, MADRAS-600014 

nstItution with or any one of the branch offices at : 

■wart 1231, Sooth Main Road, THANJAVUR. 

247, Naicker New Street, MADURAI. 

6/37, Race Coarse Road, COIMBATORE. 


TUC 

The financial 
Institution with 
a heart 
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State budgets: 
skating on 
thin ice 

Hardev Singh 

If the seven state budgets announced till 
the time of writing are any indication, it 
appears that the states are having deficits 
on revenue accounts and arc not resorting 
to sufficient additional taxes to cover these 
deficits. The table below reveals the cumu¬ 
lative total of revenue and expenditure 
of the seven states for the year 1973-74 
along with the previous two years. It may 
be observed that the cumulative deficit on 
revenues account is considerably more 
than that recorded in 1971-72. The year 
1972-73 reveuled a surplus balance of Rs 
58.29 crores. 

Out of the seven states, there are only 
two—West Bengal and Rajasthan -which 
have continued to record deficit balance 
during these three years. The deficit has 
declined in the caso of West Bengal from 
from Rs28.31 crores in 1971-72 to Rs 19.40 
crores during 1972-73 and Rs 15.49 
crores during the present budget, in the 
case of Rajasthan, the deficit has increased 
from Rs 11.35 crores in 1971-72 to Rs 
48.55 crores in 1973-74. Deficit in the 
case of Maharashtra is in sharp contrast 
to a surplus of Rs 37.79 crores during 
1972-73. The deficits can, by and large, 
be explained by the existing economic 
conditions in the states. 

Another significant conclusion that 
can be drawn from the table below is that 
between 1971-72 and 1973-74 the revenue 


of the seven states lias increased by nearly 
28 per cent. In other words, the revenue 
has been increasing roughly 14 per cent 
every year, which reflects both the rise 
in the level of taxation as well as the in¬ 
creasing area of the economy falling under 
the sphere of taxation. 

The states have tended not to impose 
fresh taxation. This appears to have been 
dictated by several factors. In the first 
place, the quantum of revenue is increas¬ 
ing at the existing rates of taxation and the 
states tend to manage with these resources 
in order to maintain a good political image. 
Secondly, the states seem to be awaiting 
report of the Sixth Finance Commission 
whi;h was expected to be available by 
the end of the current year. 

relief levies 

The four states—Rajasthan. West Ben¬ 
gal, Maharashtra and Madhya Pradesh 
have taken advantage of the communi¬ 
cation from the central government not 
to continue the temporary Bangla Desh 
relief levies beyond March 31, 1973, and 
have retained them as scarcity relief levies 
for their benefit. The Maharashtra state, 
for instance, had temporarily raised enter¬ 
tainment duty, education cess, tax on 
passengers carried by road transport and 
purchase tax on sugarcane. By continu¬ 
ing these temporary taxation measures 
till the end of 1973-74, the state has pro¬ 
posed to gather nearly Rs five crores which 
it would utilise for the relief of the scar¬ 
city areas in the state. In fact the state 
government has proposed to increase the 
purchase tax on sugarcane by Rs 1.40 per 
tonne, and has proposed to extend this 
tax to sugarcane purchased by kliandsari 
units too, though at a lower rate of Rs 8 


per tonne as against Rs 16.60 per tonne for 
sugar mills. The state of Madhya Pradesh 
too has decided to raise Rs 3.25 crores 
by continuing the levies imposed in con¬ 
nection with the Bangla Desh relief. 
West Bengal proposes to collect the Bangla 
Desh levies by prolonging the West Ben¬ 
gal Duty on inter State River Valley 
Authority Electricity (Re-enacting) Act. 
These would fetch Rs 2.65 crores. The 
Gujarat state, on the other hand, has 
decided to withdraw these levies which 
included additions to duty on entertain¬ 
ment, tax on motor vehicles, stamp duty 
and sales tax. The finance minister of 
Gujarat was able to drop these levies in¬ 
spite of the scarcity conditions prevailing 
in the state. 

The states of Maharashtra, Gujarat, 
Bihar and Rajasthan are facing drought 
conditions and this mood is reflected 
in their budgets. Gujarat state ex¬ 
pected an outlay of Rs 92.17 crores 
on various programmes of relief for the 
duration of scarcity. In Maharashtra 
the suite government expected.an expen¬ 
diture of Rs 72 crores on this account 
and will involve emergency measures for 
augmenting the drinking water supplies 
in scarcity effected areas at an estimated 
cost of Rs 10 crores by the end of the 
financial year. Although the state go¬ 
vernment was assisted in a hig way by the 
central government in the relief pro¬ 
gramme, the state did suffer in terms of 
shortfalls in revenue from areas effected 
by the scarcity conditions. Consequently, 
the state government did not touch the 
agricultural sector for any additional taxa¬ 
tion. In Rajasthan the scarcity condi¬ 
tions had affected as many as 24 of the 
26 districts of the state. Out of a total 
provision of Rs 66.31 crores for famine 


State Budgets: 1971-72 to 1973-74 

(Revenue Accounts only) 
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(Rs crores) 


State 

Revenue 

1971-72 

Expendi¬ 

ture 

Balance 

Revenue 

1972-73 

Expendi¬ 

ture 

Balance 

Revenue 

1973-74 

Expendi¬ 

ture 

Balance 

Madhya Pradesh 

250.09 

231.54 

-( 18.55 

288.67 

268.02 

-t 20.65 

333.79 

.118.11 

| 15.68 

Tamil Nadu 

306.31 

322.18 

—15.87 

397.27 

394.78 

| 2.49 

465.56 

465.07 

1 0.49 

West Bengal 

345.18 

373.49 

-28.31 

348.08 

367.48 

19.40 

377.54 

393.03 

-15.49 

Maharashtra 

467.76 

466.26 

^ 1.50 

561.48 

523.69 

+ 37.79 

688.20 

718.54 

-.10.34 

Gujarat 

2J6.88 

204.53 

+ 12.35 

262.52 

233.24 

(-29.3I 

319.74 

304.13 

-| 15.61 

Bihar 

249.68 

244.70 

+4.98 

311.10 

316.38 

■ -5.28 

355.54 

376.05 

-20.51 

Rajasthan 

174.51 

185.86 

11.35 

207.80 

219.94 

-12.14 

252.06 

300.61 

- -48.55 

Total 

2,010.31 

2,028.56 

—18.15 

2,381.82 

2,323.53 

+58.29 

2,792,43 

2,875.54 

- 83.11 
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Economics of Electricity ? 

Yes Sir, 

we had to acquire this know-how 
through 75 years 

Wc arc the life-spark of this expanding metropolis—getting over hurdles continually to meet the 
growing demands of electricity and at the same time holding down the price line in terms of real 
value of money. 

Surely we are not claiming the impossible! In 1922 the price of one unit of electricity was equal to 
that of 5 kilos of rice ; today the price of one ‘unit’ equals the price of l/8th kilo of rice. 

In the race for survival, have we not proved ourselves as effective economists of electricity supply ? 
In return we expect from our consumers— 

# understanding % appreciation £ encouragement 
for our performance over three generations. 


CESC 


THE CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED, 

VICTORIA HOUSE, CALCUTTA-! 


rJZE22i2Jgkiy 


M M M ■***♦♦ ****** MMMMMMMtt ****** ♦♦♦♦ 

1 With the best compliments of : 

| KOTHARI (MADRAS) LIMITED 


'Kothari Buildings,’ 20 Nungambakkam High Road, MADRAS 600034 


Tel. No. 
Trunk 


812131 (8 lines' 

811421 (3 lines) 

Tea estates in Nilgirs and Anamalais 
Coffee Estates in Coorg & Chickmagalur 
Coffee Curing Works at Hassan 
Spinning & Weaving Mills at Adoni 
Textile Mills at Coimbatore and 
Fertiliser Factory at Ennore (Madras) 

Other Group of companies 

Kothari Sugars & Chemicals Limited 
(Factory at Lalgudl & Siruguppa) 
Madras Safe Deposit Co. Ltd. 
Investment Trust of of India Ltd. 


Telex : 325 
Grams: KOTHARI 


Branches at: 

French Bank Building, 1-7-69/1-2 Sarojini Devi Road 

3rd, Floor, Secunderabad, A.P, 

62 Homji Street, Fort, BOMBAY 1 Tel. No 75108 

Tel. No. 267211/2 Telex : 2214 Grams : KOTHARI 

Garms : KOTARISONS 

611/E, Shahupuri, 2nd Lane 
Kolhapur 

Phone : 1194 Grams : KOTARISONS 
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relief, the centre’s contribution was Rs 
48.26 crores as loan and Rs 16.97 
crores as grant. 

So far as fresh taxation is concerned, 
Maharashtra proposed to raise the rate 
of electricity duty in respect of business, 
trade, commercial or professional pur¬ 
poses to bring an additional revenue of 
Rs 1.13 crores. This measure was aimed 
at bringing about more uniformity in the 
total per unit charge payable by commer¬ 
cial consumers in Greater Bombay and 
other parts of the state. The existing water 
rates on irrigated crops which range from 
2.8 per cent to 8 per cent did not seem to 
cover even the maintenance cost of irri¬ 
gation works. The Maharashtra state 
has, therefore, proposed to raise the rates 
for a period of live years, to bring the rates 
within the range of 6 per cent to 12 per 
cent to yield an additional revenue of Rs 
60 lakhs a year. The state of Madhya 
Pradesh also has imposed a surcharge of 
Rs live for every irrigated acre in the state. 
This levy has been proposed on all kinds 
of irrigated holdings, irrespective of the 
source of irrigation, the rate and mode of 
levy being the same. This was expected 
to yield an additional revenue of Rs 1.15- 
crores a year. 

The Bihar stale has decided to reimposc 


taxation on land from April 1, and hoped 
to earn Rs 5.50 crores from this measure. 
It proposed to raise another sum of Rs 
1.26 crores by taking over Kendu (bidi) 
leaf trade this year. The government also 
proposed to realise professional taxes 
through its own agency, instead of the 
municipalities, ft hoped to gain also 
through rationalisation of the structure of 
sales taxes and irrigation taxes. Fresh 
levies in Rajasthan include sales tax on 
some varieties of khandsari sugar, un¬ 
processed rayon and artificial silk, not 
subjected to additional excise duties. A 
levy was to be imposed on land and build¬ 
ings in all areas served by municipal 
councils, muncipal boards and canton¬ 
ment boards, with an exemption limit 
of Rs 50,000. 

no fresh taxes 

The states of West Bengal and Tamil 
Nadu did not have any fresh taxation pro¬ 
posals in their budgets. In West Bengal 
the deficit budget has been a prepetual 
phenomenon, but fortunately it has been 
declining over the years. The state govern¬ 
ment, however, carried forward from the 
previous year a negative opening balance 
of Rs 13.87 crores, which if taken out of 
the present deficit, would leave only a 
negligible deficit of Rs 7 lakhs. Explain¬ 


ing the negative opening balance, the 
state finance minister pointed out that the 
full assistance for the entire relief ex¬ 
penditure of Rs 23.48 crores had not yet 
been sanctioned by the centre. The short¬ 
fall in assistance was to the extent of Rs 
9.25 crores which would leave a deficit of 
Rs 4.96 crores only. This, in a way, is a 
proof of the substantial improvement in 
the state's economy, ff the state govern¬ 
ment took into account Rs 4 crores 
as interest due from state electricity board, 
the deficit would remain very little. The 
electricity board was not, however, in a 
position to make the payment during the 
current year. The state government how¬ 
ever was hopeful that taxation measures 
undertaken during 1972-73 would provide 
about Rs 10 crores. The state finance 
minister, however, has made it clear that 
during the year the government may im¬ 
pose fresh measures of taxation. 

The Tamil Nadu government has not 
imposed any fresh taxation. It has, how¬ 
ever, come out with a series of grievances 
against the central govern mem. It has 
blamed the centre for the present power 
shortage in the state because under the 
existing set up the state governments had 
to wait for a long time for clearance of 
even small schemes lor generation of 
power. The finance minister came out 


OUR 

DEPOSITS 
HAVE DOUBLED 
IN TWO YEARS. 
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OXCOOd 


Rs. 42 crores. 



So, we move to A Close. And, 
of courso, our service will bo AG$a 

An achievement of which every one in 
Corporation Bank is proud. An index of growing 
confidence customers have in us, and in our 
excellent personalised service. 

Our advances have risen by 74 per cent. 
Assistance to professionals and self-employed 
persons has gone up by 1,600 per cent; to 
small industries by 300 per cent; to small scale 
transport operators by 250 per cent; and to 
priority and neglected sectors by 200 per cent. 
And we have 120 branches now, fifty per 
cent more than what we had two years ago. 

We are proud of our achievement; so we 
•hall live up to the expectations of our clients by 
continuing to offer them prompt and more 
efficient service. 

Where friendlinet* if a tradition 

Corporation Bank 



Limited 
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HEGD. OFFICE i 
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Calling Finance Directors, 

Treasurers & Company Secretaries: 



Order now- 
and you'll get 
o double saving 
on HMT 
machines 


Saving No. 1: 

Installing an HMT machine tool 
now means you will get it at the 
existing prices. 

Saving No. 2: 

Installing your HMT machine 
tool now enables you to cash in 
on the Development Rebate 
and Depreciation Allowance. 


Ready for immediate delivery before 31st March 1973 


Pre-selector Turret Lathe L22TP 

Single Spindle Automatics (Basic Machine) 

TR16B, TR251 

Multi spindle Automatic (Basic Machine) 
AS48 

Mimchucker (Basic Machine) Cl 

Drum Tunet I nthe (Basic Machine) RTV50 

Copying Lathes (Basic Machine) SI000- 
500 

Hydraulic Cylindrical Grinders K130/300U, 
500U G17/500U 


Cylindrical Grinder G9DS 
Universal Tool and Cutter Grinder GTC28 
Vertical Surface Grinders GVS/30, A30 
Milling Machines M2H, M2PH, M2PV, 
M2EPV, FN2U 

Ram Type Milling Machine M1TR 
Electrically Controlled Milling Machines 
EM3V, EM3U. EM4H, EM4V 
5 Ton Horizontal Broaching Machine RW5 
16 and 25 Ton Vertical Broaching Machines 
RtSZ 16/1250. 1600, RISZ 26/1600 


Deadline: 31st March,1973. 

HMT7S00 
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And remember, you must order 
immediately for long cycle 
machines like the special purpose 
machines, FAY automatics, 
multi-spindle automatics and 
presses and therefore ensure 
delivery before the Development. 
Rebate plan comes to an end 
on the 31st May, 1974. 

HINDUSTAN MACHINE TOOLS UMITEO 

Bangalore 560031 

SHOWROOMS AT. 

9/9A, N.S. Patkar Road, 

BOMBAY 400036 

Commercial Building, 

686-587, Shukrawarpet. 

Tilak Road, POONA 411002 

Jeevantara Building, 

Parliament Street, 

NEW DELH1110001 

31 Chowringhee Road. 

CALCUTTA 700016 

28-B Nungambakkam High Road, 
MADRAS 600034 
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with the figure of 3,000 MW as the 
expected power shortage in the state 
by 1983-84, if emergency measures were 
not taken now to raise the level of 
power generation. He was also inclined 
to blame the centre for the difficulties ex¬ 
perienced by the handloom weavers. The 
state government, he added, had requested 
the union government to reserve produc¬ 
tion of dhotics, saries, towels, bed-sheets 
bedspread enclusively for handlooms and 
to empower the state government to regu¬ 
late the issue of yarn from all spinning 
mills. Regarding industrialisation too, 
the finance minister of Tamil Nadu thought 
that the share of the state was a mere Rs 
20 crores out of the total expedntiture on 
industry of Rs 688 crores by the central 
government. He therefore, requested the 
central government to expedite the sanc¬ 
tion of their proposals such as the refinery 
at Tuticorin and petro-chcmical complex 
at Manali so as to assist the process of 
industrialisation in the stale. 

Some of the state budgets were also 
marked by the proposals for various take¬ 
overs. The most glaring instance was per¬ 
haps that of the Madras Aluminium Com¬ 
pany Ltd which the Tamil Nadu govern¬ 
ment has proposed to nationalise. The 
objectives of making aluminium easily 
available to all industries and the utilisa¬ 
tion of natural resources in the public 
interest, as stated by the Tamil Nadu 
finance minister, seemed to be rather flimsy 


reasons for doing so. Even the fact that 
the Tamil Nadu Industrial Investment 
Corporation had invested something like 
Rs 115 lakhs, nearly 19 per cent of the 
paid-up capital of the company, could 
not justify the move. The take-over of 
sick mills or units which were grossly 
mismanaged could be justified, but the 
takeover of a unit which had a good re¬ 
cord of production over the last few years 
was indeed surprising. 

The Madras Aluminium Company has 
suffered recently due to acute shortage of 
power and appealed to the state govern¬ 
ment for help. It had to close since Feb¬ 
ruary I and was not expected to reopen 
before the end of July. The state govern¬ 
ment was not prepared to take the res¬ 
ponsibility for the supply of power and 
blamed the centre for that. Under these 
circumstances, the decision to nationalise 
Madras Aluminium seemed entirely un¬ 
justified. The measure seemed to be hasty 
too. The state had not apparently taken 
the centre into confidence, and without 
that it could not go ahead with the 
move. 

The states of Tamil Nadu and Gujarat 
proposed to nationalise all private electri¬ 
city companies. In Tamil Nadu, legisla¬ 
tion was proposed to be brought during 
the current session to acquire all seven 
private electricity undertakings. The 
chief minister of Gujarat also announced 


recently that the state govennent 
proposed to take over the private electri¬ 
city companies in Gujarat when their li¬ 
cences expired. The state of Bihar has 
proposed to take over the trade in Ken Ju 
(bidi) leaf. The state of Rajasthan has 
proposed to nationalise 25 per cent of 
bus routes in the state. It seemed that 
the state governments were resorting 
to the gimmick of socialism as a cover to 
hide their failures.. 

The year 1973-74 being the last year of 
the fourth Plan, the states have, by and 
large, managed to keep the proposed ex¬ 
penditure higher than tin previous year. 
In case of Tamil Nadu, the state govern¬ 
ment has taken some credit for making 
some economy in non-Plan expenditure 
so as to raise Plan expenditure from the 
origially suggested figure of Rs 120 crores 
to Rs 126.44 crores. The total outlay for 
the fourth Plan, therefore, might work out 
to Rs 546 crores as against an amount of 
Rs 519 crores proposed by the Planning 
Cnmmission. The state of Maharashtra also 
will have an expenditure of around Rs 
250.41 crores, making an overall outlay 
lor the live years of about Rs 978 crores. 
In West Bengal too, the Plan expenditure 
during 1973-74 was proposed to be around 
Rs 90 crores as against Rs 80 crores 
last year and around Rs 45 crores in 1969- 
70. 1 his successive rise was likely to 

add the total Plan expenditure for five 
years to Rs 336 crores. 
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The Economy Under Stress 


BUDGET DOCUMENTS 


Presenting the budget of 
February 28. 1973, for 1973- 
Mr Y.B. Chavan, said that 
tion, there would be a deficit 
making any allowance for 
the expected report of the 
all budgetary deficit in 1972- 
around Rs 550 crores. Mr 
the current inflationary 
had no option but to reduce 
taxation and keep it as low 


the Government of India on 
74, the Finance Minister, 
at the existing levels of taxa- 
of Rs 335 crores without 
requirements arising out of 
Pay Commission. The over 
73 was estimated to be 
Chavan said that in view of 
situation in the country, he 
the deficit through increased 
as possible. 


The full text of part ‘A’ of the budget speech is given 
below: 


1 rise to present the Re¬ 
vised Estimates for 1972-73 
and the Budget Estimates 
for 1973-74. 

The budget of the Central 
Government Is not merely 
an exercise in balancing re¬ 
venue and expenditure. Its 
primary role today is to 
be a major instrument for 
the realisation of our basic 
social and economic objec¬ 
tives. This Government is 
firmly committed to accele¬ 
rated economic growth in a 
framework of greater social 
justice and self-reliance. The 
budget proposals which 1 
shall present later in my 
spcccli are aimed at achiev¬ 
ing these basic objectives. 
For a proper appreciation of 
these budget proposals in 
the broad context of the 
strategy for realising these 
objectives, it is necessary to 
bear in mind, as back¬ 
ground, the state of the eco¬ 
nomy in 1972-73 and the 
economic prospects for 1973- 
74. The Economic Survey 
which was presented to Par¬ 
liament a few days ago co¬ 
vers this territory fairly ex¬ 
tensively. I shall, therefore, 
be brief in describing the sa¬ 
lient features of the current 
economic situation. 

With the return of refu¬ 
gees to their homeland and 
the emergence of Bangladesh 
as a friendly independent 
sovereign country', we had 


hoped that 1972-73 would 
be a year in which we would 
devote our entire energy and 
resources to the unfinished 
task of economic and social 
reconstruction and develop¬ 
ment. We did certainly re¬ 
cognise from the beginning 
that 1972-73 was not going 
to be an easy year for the 
economy. In the course of 
my budget speech last year, 
1 had pointed out that while 
the resilience and the stren¬ 
gth displayed by the econo¬ 
my in 1971-72 could give u,s 
confidence, there was little 
room for complacency. 1 had 
at that time warned that the 
events of 1971-72 would 
continue to cast their shadow 
in 1972-73. The strains and 
stresses through which the 
economy has had to puss in 
the current year could not, 
however, be wholly foreseen 
at that time. 

Failure of Monsoon 

Once again there was a 
failure of the monsoon in the 
summer of 1972 which crea¬ 
ted severe drought and scar¬ 
city conditions in several 
parts of the country. This 
has led to extensive loss of 
crops, shortage of fodder, 
and paucity of drinking wa¬ 
ter, creating conditions of 
grave hardship and suffering 
in parts of the country. The 
Government has been deeply 
concerned over the human 
suffering resulting from 


these unprecedented adverse 
conditions. In order to 
meet this challenge a large 
effort has been made to pro¬ 
vide the maximum resources 
possible for the relief of 
those living in the affected 
areas, and we will have to 
continue these efforts so king 
as they are required. Unfor¬ 
tunately. this is the second 
year in succession that the 
production of foodgrains 
during the kharif season suf¬ 
fered a serious set back. This 
has adversely affected the 
procurement of grain for dis¬ 
tribution by Government. 
The drought has also ad¬ 
versely affected the produc¬ 
tion of important commer¬ 
cial crops, such as oil seeds 
and raw jute. As a result, 
imbalances in certain strate¬ 
gic sectors of the economy 
producing the basic neces¬ 
sities of life have been mag¬ 
nified. 

Price Increase 

The abnormal increase in 
prices that took place in the 
current year is basically a 
reflection of these imbalanc¬ 
es. The wholesale prices in¬ 
dex during the period April 

1972 to the end of January 

1973 registered an increase 
of 9.1 per cent, as compared 
to an increase of 3.7 per 
cent during the correspond¬ 
ing period of 1971-72. I he 
rise in the prices of foiKl ar¬ 
ticles was the crucial factor 
contributing to the increase 
in the index of wholesale 
prices. 1 am very conscious 
of the fact that movements 
in prices during the current 
year have added greatly to 
the hardships suffered by the 
weaker and more vulnerable 
sections of our society. A 
major thrust of the policy of 
this Government is to reduce 
these hardships. 

1 do not intend to describe 


in detail the measures adop¬ 
ted by the Government to 
arrest the price rise and to 
relieve the distress caused by 
the drought. Honourable 
Members are awaic of the 
determined efforts made bv 
the Central and Slate Gov¬ 
ernments to stand by the 
people affected by the drou¬ 
ght. Whatever resources in 
terms of money are required 
are being made available. 
The public distribution sys¬ 
tem has been strengthened. 

Emergency Programme 

A country-wide emergency 
programme was launched to 
increase agricultural produc¬ 
tion in the current rabi sea¬ 
son to offset the loss of kha¬ 
rif output for which Rs 190 
croies were made available 
to the States. On present in¬ 
dications the production of 
foodgrains during the rabi 
season will regisler a signi¬ 
ficant increase and I am con¬ 
fident this will result in a 
reduction of the pressure on 
prices. As a precautionary 
measure the Government has 
arranged to import about 
two million tonnes of food- 
grains during the early part 
of 1971 at a cost of about 
Ks JftO crores in foreign ex¬ 
change. But there K no scope 
for complacency. The emer¬ 
ging price trends will have 
to be kept under continuous 
watch. Arrangements for 
procurement and public dis¬ 
tribution will have to bo 
further strengthened and 
streamlined. 

The events of the current 
year have brought into sharp 
focus the continued heavy 
dependence of Indian agri- 
cuitorc on the rains. This 
is a pointed reminder of the 
urgent need to expand the 
area under irrigation and to 
evolve suitable techniques of 
dry farming as essential ele¬ 
ments of an agricultural slra- 
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tcgy designed to reduce the 
instability of crop produc¬ 
tion. The large-scale distress 
in the drought affected areas 
has served to emphasise once 
again the pressing need for 
belter regional balance, and 
evenness in the level of deve¬ 
lopment. 

Against this background 
the sharp acceleration in the 
rate of growth of industrial 
production during the current 
year is heartening. On pre¬ 
sent indications the index of 
industrial production will 
register an increase of ;k sc 
to 7 per cent over the year, 
against an increase of 4.5 per 
cent in the previous year 
But for a continuing short¬ 
age of power, the outcome 
would have been still more 
favourable. While a large 
number of industries have 
contributed to industrial re¬ 
covery. the rapid growth of 
textiles, after a decline in the 
preceding year, was the 
most important favourable 
factor. Sustained giowth in 
industrial production in the 
coming year will require a 


more broad based effort 
than in the past. 

Encouraging Exports 

I am glad to say that the 
ex poll front looks encourag¬ 
ing. Exports increased by 23 
per cent during the first eight 
months of 1972-73. This is 
a good performance, parti¬ 
cularly when allowance is 
made for the uncertainties 
that have prevailed in ex¬ 
change markets during the 
grcalei part of the current 
year. It would be well to 
remember, however, that our 
exports were helped by cer¬ 
tain factors whose continua¬ 
tion cannot ho taken for 
grunted. I he exports of en¬ 
gineering goods on which 
we hail placed high hopes 
have lost some of their ear¬ 
lier momentum. Some of 
the principal factors, like 
lesser utilisation of external 
assistance and large pay¬ 
ments for imports of food- 
grains and industrial inputs 
like iron and sled, oil, and 
fertilizer, are likely to exert 
greater pressure on our for¬ 


eign exchange reserves. Clear¬ 
ly. foreign exchange is still 
a major constraint on our 
development. If self-reliance 
is to become a living reality, 
there must be a massive in¬ 
crease in our exports, coupl¬ 
ed witli adequate expansion 
in the domestic production 
of such vital import substi¬ 
tutes as iron and steel and 
fertilizers, and increased ef¬ 
forts in exploring indigenous 
sources of supply of oil. The 
behaviour of agricultural 
production, both of food- 
grains and commercial ciops. 
will also be a major deter¬ 
minant of the state of our 
balance of payments. 

Inadequate Growth 

Despite a rapid growth of 
industrial production and of 
exports, the growth of real 
national income in the cur¬ 
rent year is likely to be small 
due mainly to lack of ade¬ 
quate growth in the agri¬ 
cultural sector. In order to 
retain a proper perspective 
of the situation, it must not 
be forgotten that fluctuations 
in national income arc not an 
uncommon phenomenon in 
countries heavily dependent 
on agriculture. Such fluctua¬ 
tions must not lead us to 
draw pessimistic conclusions 
about the country's basic 
economic health, or its deve¬ 
lopment potential and pros¬ 
pects. which are sound. 

As the Honourable Mem¬ 
bers know, the Govern¬ 
ment. after a careful assest>- 
ment of all relevant factors, 
has fixed the growth target 
for the Fifth Plan at 5.5, 
p*r cent per annum. The 
criticism is made that this 
target is too ambitious con¬ 
sidering past trends. 1 am. 
however, entirely unable to 
accept that the target un¬ 
realistic. Purposeful planning, 
after all. is not simply an 
extrapolation of past trends. 
The political and economic 
development of India since 
independence has belied the 
gloomy prophecies of many 
a distinguished commentator. 
More than once it has been 
demonstrated that the econo¬ 
my and polity of India have 
the resilience to bear hard 


shocks and emerge even 
stronger. The events of \ Qmf \ 
are an impressive indication 
of what can be achieved by 
collective will properly chan¬ 
nelised. The task now , before 
the nation is to bring a simi¬ 
lar sense of discipline, deter¬ 
mination, and hard work to 
bear on its quest for a better 
quality of life for the com¬ 
mon man anJ a self-reliant 
economy. 

Immediate Tasks 

The immediate ta?*ks for 
the economy may be sum¬ 
marised as follows: Firstly, 
inflationary pressures have 
to be contained through a 
judicious combination of! 
demand management, in¬ 
creased production of basic 
wage goods, and the stren¬ 
gthening of the public distri¬ 
bution system. Secondly, in 
order to improve growth 
prospects, vigorous efforts 
have to be made to increase 
the rate of savings and in¬ 
vestment. The third most 
important task is to achieve 
greater viability on the ex¬ 
ternal front, which can only 
be achieved through higher 
exports and restraint on im¬ 
ports. Fourthly, there must 
be a rapid increase in em¬ 
ployment opportunities, both 
in rural and urban areas, to 
make an adequate dent on 
the problem of unemploy¬ 
ment. Determined efforts are 
necessary to reduce dispari¬ 
ties in income and consump¬ 
tion. Finally, to secure grea¬ 
ter social justice, progarmni- 
es designed to provide mi¬ 
nimum basic amenities to 
all citizens must be expan¬ 
ded in scope and coverage. 
These are the principal tasks 
which I have kept in mind 
in framing the budget propo¬ 
sals for 1973-74. 

The set back in the agri¬ 
cultural sector due to the 
failure of the monsoons had 
its inevitable impact on the 
budgetary position of the 
Government during the cur¬ 
rent year. A sum of Rs 150 
crores had to be provided 
for assistance to States chief¬ 
ly for the development of 
minor irrigation under the 
emergency agricultural pro- 
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In the services of Nation 
offers 


The products that are 
checked and re-check¬ 
ed at every stage for 
quality of their manu¬ 
facture in the Anil's 
plants — one of the 
finest in India 


Industrial Enzymes, Maize 
Starch, Chemical Star¬ 
ches, Dextrins, British 
Gum, Maize Gluten, 
Maize Oil, Maize Oil 
Cake, Corn Steep 
Liquor, Sulphuric Acid. 

Liquid Glucose,Dextrose 
Monohydrate, Calcium 
Gluconate 


Superphosphate 
Mixed Fertilisers 
Alumina Ferric. 
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The inside story of how the Coca-Cola 
organisation found a new market 
for an Indian product in the U.S. 


Mango finds 
a new market 

In 1970, the Coca-Cola orga¬ 
nisation began to use its 
world-wide resources and its 
84 years of expertise in the 
production and marketing of 
quality soft drinks to develop 
new products that would help 
boost India's export efforts. 
Its first major success has 
been in the United States' 
own highly competitive soft 
drinks market. 

Alert to the need for expand¬ 
ing non-traditional exports, 
the Research and Develop¬ 
ment unit of the Coca-Cola 
organisation in India, went to 
work. It evolved a stable 
mango beverage base and 
from then on it was an ex- 
cercise in international co¬ 
operation. 

Extensive consumer research 
indicated that a mango-based 
beverage stood a fair chance 
of acceptance in the large 
Latin-American sections of 
the U.S. Several product pos¬ 
sibilities were developed and 
sampled among groups of 
, Latins and non-Latins. 

Further exhaustive market 
tests showed a distinctive pre¬ 
ference for a mango-pineapple 
mix. Substantial investment 
was therefore made in the 
development by the Coca-Cola 
organisation of a drink of this 
type which it was felt would 
be exactly right for the 
United States market. 

’Alegre' launched 

The result was a nectar-type 
fruit beverage to be marketed 
under the trade-mark "Alegre'.' 
"Alegre ' got instant accep¬ 
tance when it was introduced 
in Miami. The Latins were 


happy to find a product they 
were used to In their home¬ 
land; non-Latins liked its 
unique taste. Already "Alegre" 
is well past the test market 
stage and will soon be intro¬ 
duced to other parts of the 
U.S.A. 

STOP PRESS 
Mango beverage 
base demand 
expected to 
hit Rs.25 lakhs 

Latest reports indicate that, by 
the end of thisyear, Rs. 25 lakhs 
worth of mango beverage 
base per annum will be need¬ 
ed to cope with the demand 
for "Alegre". This figure will 
considerably increase as 
"Alegre" is introduced to still 
further areas. 
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Making things 
go better 
- worldwide 

The international develop¬ 
ment, production and market¬ 
ing team which created a 
breakthrough in the highly 
competitive American soft 
drink market with "Alegre" 
is already seeking ways to 
boost India's export trade still 
further. By their efforts, and 
through the dynamic distribu¬ 
tion network of the Coca-Cola 
organisation,other Indian pro¬ 
ducts may soon be reaching 
new world markets to earn 
yet more foreign exchange. 


Issued by 
the Coca-Cola * 
Bottlers' of India. 
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duction programmes. In ad¬ 
dition* the provision for 
short-term loans for seeds, 
fertilizers, and pesticides, 
was raised from Rs 60 crores 
to Rs 100 crores. Relief ope¬ 
rations had to be organised 
on a massive scale in all the 
areas affected by natural ca¬ 
lamities. The provision for 
assistance to States for relief 
of natural calamities had to 
be stepped up from Rs 75, 
crores to Rs 220 crores. I 
feel it will be useful to draw 
up more effective plans for 
dealing with drought and 
natural calamities which 
unfortunately are at present 
a feature of the Indian eco¬ 
nomic scene. 

The Budget made a pro¬ 
vision of Rs 720 crores for 
Central assistance to States, 
for State Plans. To accele¬ 
rate the work on certain irri¬ 
gation and power projects, 
and with a view to bridge 
the gap in Plan resources, it 
has been decided to step up 
this assistance by another Rs 
55 crores. In addition, special 
accommodation by way of 
loans continued to be provi¬ 
ded to certain States to meet 
inescapable deficits in their 
non-Plan accounts and for 
specified projects. The addi¬ 
tional burden on the Central 
Budget on this account in 
the current year is likely to 
be Rs 153 crores. It was 
necessary to make this en¬ 
hanced special accommoda¬ 
tion as, otherwise, the resour¬ 
ces available to such States 
for implementing their Plan 
would have been reduced. 

Liquidation of Overdrafts 

I had mentioned in my 
budget speech last year that 
a scheme for liquidation of 
overdrafts taken by the Stat¬ 
es had been evolved in con¬ 
sultation with the Reserve 
Bank of India to ensure that 
overdrafts were not used by 
States as a mode of financing 
their expenditure. The sche¬ 
me was put into operation 
with effect from 1st May. 
1972 and has worked effec¬ 
tively during the year. I wish 
to say that we could not 
have solved the problem of 
States’ overdrafts but for the 
cooperation extended by the 


State Governments in this 
matter.' However, this was 
not achieved without paying 
a price. The overdrafts to 
States, amounting to Rs 642 
crores at the end of April, 
1972, were cleared by provid¬ 
ing ways and means advan¬ 
ces and advance release of 
payments due to States. A 
small portion of these ways 
and means advances has 
been recovered in the course 
of the year and the recovery 
of the balance amount of 
Rs 421 crores will be spread 
over the next few years. This 
arrangement really represents 
the taking over of the pa^t 
deficits of States Govern¬ 
ments on to the books of the 
Central Government with a 
corresponding adjustment in 
the books of the State Gov¬ 
ernments, thus increasing, 
though notionally, the deficit 
in the Central Budget by this 
same Rs 421 crores. 

Defence Expenditure 

The Defence Expenditure 
for the current year, now es¬ 
timated at Rs 1600 crores, 
shows an increase of Rs 192 
crores as compared to the 
original Budget provision of 
Rs 1408 crores. Ollier com¬ 
mitments contributing to ex¬ 
penditure higher than esti¬ 
mated in the budget propo¬ 
sals this year are—addition¬ 
al food subsidy to the extent 
of about Rs 17 crores, pay¬ 
ments on account of the take¬ 
over of general insurance, 
coking and non-coking coal 
mines and the Indian Copper 
Corporation to the extent of 
Rs 56 crores, and, Rs 18 
crores for rehabilitation as¬ 
sistance to about 8 lakhs 
people on the Western front 
affected by December 1971 
war with Pakistan. 

Honourable Members .will, 
however, be glad to know 
that we have not allowed 
these unforeseen and heavy 
commitments on account of 
drought relief and emergency 
production programmes to 
come in the way of Plan ex¬ 
penditure. The Budget for 
1972-73 had provided for a 
big step-up in the Plan out¬ 
lay. Taking Central and Uni¬ 
on Territories Plans and as¬ 
sistance to State Plans toge¬ 


ther. the provision was Rs 
2624 crores, which represen¬ 
ted an increase of nearly Rs 
500 crores over the 1971-72 
Plan provision. I am glad to 
be able to say that there will 
not be any material shortfall 
in Plan expenditure this year. 
On the other hand, the Rail¬ 
ways’ Plan expenditure for 
the year will register an in¬ 
crease of Rs 34 crores over 
the budget estimates. 

Nutrition Scheme 

Special Nutrition Schemes 
started in 1970-71 for provid¬ 
ing supplemental nutrition to 
vulnerable sections of the 
population have gained mo¬ 
mentum, and currently 32 
lakhs pre-school children and 
expectant and nursing mo¬ 
thers in urban slums, tribal 
areas and rural areas arc de¬ 
riving benefit from them 

The scheme for provision 
of home-sites to workers in 
rural areas is also gathering 
momentum. Central assis¬ 
tance for providing over 2 
lakhs house-sites has already 
been sanctioned. States are 
also assured of assistance for 
Basti improvement schemes 
on the analogy of the Cal¬ 
cutta Improvement Scheme. 

Receipts under Income and 
Corporation taxes jire now 
estimated at Rs 83 crores 
more than the Budget EvSti- 
mates. Customs revenue may 
exceed the Budget Estimates 
by Rs 90 crores. Union Ex¬ 
cise Duties may, however, 
show a decline of Rs 37 
crores as compared to the 
Budget Estimates because 
production may be affected 
on account of prevailing 
drought conditions and the 
power shortage. 

In order to meet the heavy 
commitments to the States 
and to mop up the surplus 
investible funds of the banks 
and other financial institu¬ 
tions, we have taken recourse 
to three additional floatations 
of market loans during the 
current year. As a result, 
there will be an improvement 
in the receipts under this 
head by Rs 263 crores -the 
realisation being Rs 478 
crore6, against the provision 
of Rs 215 crores made in the 


original Budget proposals. 
Collections under the various 
Small Savings Schemes are 
now expected to reach Rs 300 
crores, as against Rs 230 
crores assumed in the Budget. 

After taking all these 
changes into account, the 
overall budgetary deficit will 
still be Rs 550 crores. This 
figure excludes Rs 421 crores 
of loans to States for 
clearance of their over¬ 
drafts till the end of last year. 
A deficit of this order, des¬ 
pite large scale additional 
resource mobilisation, was 
inescapable due to the ex¬ 
tremely difficult situation 
caused by the diought and 
the resultant shortfall in 
foodgrains production involv¬ 
ing unexpectedly heavy spend¬ 
ing on drought relief and on 
the emergency agricultural 
production programmes. 

The Future 

Let me now turn from a 
narration of the past to the 
future. As we leave behind 
1972-73 and turn to 1973-74. 
our main objective is to ful¬ 
fil the remaining commit¬ 
ments of the Fourth Plan and 
to provide a firm base for 
the launching of the Fifth 
l ive Year Plan in 1974-75. 

In the background of the 
strong inflationary pressures 
prevailing in the economy, it 
is not easy to reconcile the 
requirements of growth with 
the requirements of stability. 
However, my general approa¬ 
ch has been that the stability 
to be aimed at must be the 
stability of a growing eco¬ 
nomy. 1 believe that a solu¬ 
tion which seeks stability by 
cutting down expenditure 
which adds to the productive 
capacity of the economy is in 
the long run self-defeating. 
In an economy where there 
is considerable unemploy¬ 
ment such an approach would 
aggravate the inequitable dis¬ 
tribution of income between 
those who arc fully employed 
and the unemployed. For 
these reasons the provisions 
for development expenditure 
have been stepped up in the 
last three years notwithstand¬ 
ing the severe stresses through 
which the economy has had 
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to pass in this period. 

In 1973-74 a provision of 
Rs 1924 crorcs for the Cen¬ 
tral Plan is being made which 
will be Rs 137 crores larger 
than the 1972-73 Budget pro¬ 
vision. Jn addition to this, 
a provision of Rs 810 crorcs 
lor Central assistance to 
Stale Plans is being made 
which represents an inciea.sc 
of Rs 35 crores over the 1972- 
73 provision. With a Plan 
provision of Rs 110 crores 
for Union Territories, the 
original estimated require¬ 
ment foj* l In ion Territories 
for the F'ourth Plan will also 
be fulfilled. The Plan provi¬ 
sion in the budget next year 
taking together Central and 
Union 'I territories Plans, as 
well as Central assistance to 
State Plans will be Rs 2844 
crores as against Rs 2624 
crores in 1972-73. 

As Honourable Members 
are aware, a number of sig¬ 
nificant initiatives have been 
taken in the past three years 


to reorient our approach in 
the Plan so as to combine 
the objective of prompting 
rapid economic growth with 
the ideal of securing greater 
social justice and the well 
being of the needy and the 
poor. 1 or this purpose, in 
continuation of earlier mea¬ 
sures like the nutrition prog¬ 
ramme for children, rural 
water supply schemes, social 
security benefits for industrial 
workers, and schemes for 
rural employment, an amount 
of Rs 125 crores was ear¬ 
marked for a new package 
of welfare measures in 1972- 
73 Budget. Important schem¬ 
es introduced during 1972- 
73 were special employment 
programmes for both educa¬ 
ted and uneducated un¬ 
employed—Rs 60 crores. ex¬ 
pansion of primary education 
Rs 30 crores, slum improve¬ 
ment and rural home sites 
Rs 20 crorcs. and rural water 
supply--Rs 15 crores. These 
schemes are an essential 
component of our develop¬ 


ment strategy of growth, 
subserving thp cause of social 
justice. They have now ga¬ 
thered momentum and arc 
yielding beneficial results. We 
have, therefore, decided to 
provide in the 1973-74 Budget 
the same amount of Rs 125 
crorcs for continuation of 
these schemes in the Central 
Plan. 

Ongoing Schemes 

1 here are a number of on¬ 
going schemes which form 
the core of the Plan and pro¬ 
vide the necessary infrastruc¬ 
ture for our industry anti 
commerce. We have to find 
resources for these. The Plan 
provision for power is being 
increased from Rs 88 crores 
this year to Rs 115 crores 
next year. Provision for in¬ 
creasing production capacity 
in the held of fertilizers and 
chemicals is being fixed at 
Rs 134 crores, as against Rs 
95 crores in the 1972-73 
Plan. Honourable Members 


wifi agree with me that an 
increased supply of power 
and of such critical inputs as 
fertilizers will have a highly 
favourable effect on the grow¬ 
th in agriculture and indus¬ 
try. 

A word would be appro¬ 
priate here about the Diffe¬ 
rential Interest Rates Scheme. 
Honourable Members will 
recall that on the 25th March 
last year 1 made a policy 
statement in this House in 
regard to public sector banks 
starting a scheme of lending 
at a concessional rate of in¬ 
terest for helping certain ca¬ 
tegories of person* in the 
low income brackets in their 
productive endeavours. The 
Reserve Bank issued the 
guidelines for the scheme in 
June, 1972, and thereafter 
bunks started operating a 
pilot scheme. Later, when 
progress was reviewed it was 
felt that there was need for 
making some adjustments in 
the scheme. After considering 
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DON’T PAY MORE 

sankar cement is a better cement, but you don't have to pay more for It. 
Buy only from authorised stockists. Look for stockistship certificate. 

Pay only the current authorised price displayed in every depot. 


Guaranteed by 

C 3 

ball mark 


iNKj 

INDIA CEMENTS LIMITED 175/t Mount Road, Madras 2 

SNMKN? CEMENT 


Manufacturer* ol 


wwmi is 


List of authorised ‘ stockists available on request 
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i. 

! NATIONS ADVANCE 

f THROUGH 

| TECHNOLOGICAL PROGRESS 

INVENTIONS PROMOTION BOARD 

PROMOTES INDUSTRIAL INNOVATIONS 


Apply for: 

FINANCIAL ASSISTANCE 

For patenting, designing and development of 
your inventive ideas. 

AWARDS 

(a) For Meritorious Inventions 

(b) For Pioneering Work at Import 

Substitution. 


Upto Rs 25,000/- 


Upto Rs. 10,000/- 

Upto Rs. 25,000/- and or Shields 
of Gold, Silver and Bronze. 


(Schemes open to individuals, groups, in public or private organisations) 


For details and application forms, write to: 

Director, 

INVENTIONS PROMOTION BOARD 

39, Ring Road, New Delhi-24. 


Read INVENTION INTELLIGENCE 
(English Monthly—Annual Subscription Rs. 10/-) 
and 

AWISHKAR (Hindi Monthly -Annual Subscription Rs. 3/-) 
For new inventions, processes and products. 
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Megawatts of power sti| 
to be distributed- J 


Could G.EC. 
helpS With giant 
transformers 
and distribution 
equipment. 


Even now, after sunset, the major 
portion of the heartland of India 
is swamped in darkness. Switched-on| 
light is still a dream-of-luxury in 
most villages And children straining 
to study next to a lantern is an 
everyday reality. The need for 
megawatts of power is therefore 
immediate on all fronts—in villages 
as well as for countrywide 
industrial growth. 

But how can G.E.C. help here ? 

Quite simple really. Because 
G.E.C. has not only an enviable past 
record of vital involvement in many 
of the nation's power development 
projects, but it also has on tap 
international G.E.C. know-how, the 
expertise, the latest equipment 
and vast resources. 

In other words, G.E.C. is ready 
to continue playing a key role in 
India's power development efforts. 
Today, and tomorrow. 



• •! i 

THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 

TRAOE MARK S&C PERMITTED USER—THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 
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all aspects I have decided to 
announce the following chan¬ 
ges in the scheme. 

The pilot scheme was 
confined to 163 industrially 
backward districts, excluding 
those which were covered by 
the Small Farmers Develop¬ 
ment Agency and the Margi¬ 
nal Farmers and Agricultural 
Labour Schemes. The scheme 
will now be applicable to 
Small Farmers Development 
AgencyjMarginal Farmers and 
Agricultural Labour Schemes 
districts also, and in all w»ll 
be operated in 265 districts 
covering three-fourths of ail 
districts in the country. Ins¬ 
titutions for physically han¬ 
dicapped persons, and orpha¬ 
nages and women s homes, 
irrespective of their place of 
location, will hereafter be 
eligible to borrow at the 
concessional rale, provided 
the funds thus obtained by 
them are used purely for pro¬ 
ductive schemes, and not for 
meeting their normal expen¬ 
ses. In the pilot schemes, 
the income limit for eligibility 
had been fixed at not more 
than Rs 2,000 per annum 
per family in urban and 
semi-urban areas, and Rs 
1,200 per annum per family 
in the rural areas. I am in¬ 
creasing this limit to Rs 3.000 
for urban and semi-urban 
areas, and Rs 2.000 for rural 
areas. 

Celling for Loans 

I have also decided to 
make a change in regard to 
the ceilings for loans under 
the scheme. The ceiling for 
working capital loans, which 
was earlier Rs 500, is now 
being raised to Rs 1,500 and 
for term loans from Rs 2,500 
to Rs 5,000. With these libe¬ 
ralisations I hope the scheme 
will be able to make a better 
impact. 

Despite the progress made 
by the schemes already ini¬ 
tiated for providing employ¬ 
ment, and the cflorts made 
both by Central and State 
Governments, v/hat has been 
done so far has not been 
commensurate with the mag¬ 
nitude of the problem. Clear¬ 
ly* this is a field for fresh ini¬ 
tiatives and greater concerted 


effort in the years to conic. 
Government is particularly 
concerned about the growing 
unemployment among edu¬ 
cated persons. In order to 
make a further dent on this 
problem it is proposed to 
undertake new programmes 
which will generate employ¬ 
ment opportunities for an 
additional half a million edu¬ 
cated persons in various fields 
and will at the same time 
help in the creation of dura¬ 
ble assets, collection and 
compilation of valuable data, 
and training of an adequate 
number of persons to help in 
implementing the new pro¬ 
grammes and projects that 
will be introduced in the 
Fifth Plan. For this purpose, 
a provision of Rs 100 crores 
lias been set apart in 1 *>73-74 
Budget. But for the cons¬ 
traint of resources, 1 would 
have been happier to allocate 
a much larger sum for this 
purpose. 

Advance Action 

Another significant step 

which is being taken is the 
provision of Rs 150 crorcs for 
‘advance action' on the Fifth 
Plan. This will ensure that 
when the Plan is launched 
we are in a position to get 
the benefits of Plan pro¬ 
grammes within the Plan pe¬ 
riod itself. The next Plan 

envisages a much larger in¬ 

vestment both in agriculture 
and key and basic industries, 
as well as industries produc¬ 
ing goods for mass consump¬ 
tion. Tf the projected growth 
rate is to be achieved within 
the policy framework of self- 
reliance it is essential that 
projects of critical importance 
to the economy arc completed 
according to schedule and 
attain full capacity output 

within the shortest possible 

time. The advance action on 
the Fifth Plan proposed in 
the 1973-74 Budget is design¬ 
ed to facilitate this outcome. 

In addition to the provi¬ 
sions made in the Budget, 
resources will also be avail¬ 
able from the internal re¬ 
sources of the public sector 
enterprises, and by way of 
contributions front financial 
institutions. Such resources 
are estimated to yield an ad¬ 


ditional Rs 518 ci ores to the 
Central Plan for next year, 
thereby raising resources for 
the total Central Plan to Rs 
2442 crores. 

The Stale Plans have made 
satisfactory progress and for 
this purpose wherever neces¬ 
sary the Central Government 
has been providing help over 
and above the Central assis¬ 
tance for .State Plans. With 
the provision of Rs 119 cror¬ 
cs in 1973-74 Budget, the 
total expenditure on special 
accommodation to States 
during the Fourth Plan will 
be in excess of Rs 800 crores 
which was the estimate in 
the original Plan. r lhe total 
Slate and Cniori lerrilories 
Plan outlay as worked out 
after discussions between the 
States, Planning Commission 
and Finance Ministry will be 
of the order of Rs 1914 ci or¬ 
es as against Rs 1704 cmrc> 
during the current year. 

Taking the Central Plan 
with its internal resources as 
well as the State and I nion 
lerritories Plans, the total 
Plan outlay in 1973-74 will 
be Rs 4356 crores as against 
Rs 4011 crores during the 
current year. 

Non-Plan Expenditure 

On the non-Plan side due 
care has been taken to res¬ 
trict the growth of expendi¬ 
ture to the minimum level. 
Defence expenditure is re¬ 
tained at the same level a,s in 
current year, namely, Rs 1600 
crores. Special accommoda¬ 
tion to the States will be of 
the order of Rs 119 crores 
and this should enable them 
to fulfil their Plan targets. In 
addition to this, a sum of 
Rs 79 crores will be given as 
loans to States for financing 
certain specific projects out¬ 
side the State Plans. As a 
precautionary measure i am 
also providing Rs 100 crores 
for assistance to States for 
meeting expenditure on na¬ 
tural calamities relief. I shall 
be a happy man if it is not 
needed. 

The report of the Third 
Pay Commission is yet to be 
received. Government share 
the anxiety of the Honoura¬ 
ble Members and of Central 
Government employees that 


the report, when received, 
should be considered and 
acted upon expeditious!), hi 
ihe absence of the report, it 
has not been possible to make 
any specific provision for 
meeting the cxpendilme aris¬ 
ing out of recommendations 
>ct to be made. On receipt 
of the report, and subsequent 
to whatever decisions may 
be taken on its recommenda¬ 
tions. Supplementary Grants 
to the extent ncccssars will 
be taken for the additional 
i equipments. 

Increased Income-Tax 

On the resources side, in¬ 
come-tax and corporation lax 
at current levels of taxation, 
are expected to show an im¬ 
provement of Rs 80 crores 
and Cnion Excise Duties Rs 
196 ci ores. .Small Savings are 
continuing to show progress 
in collections and are expec¬ 
ted to > ield Rs 325 crores 
next year, as compared to 
Rs 300 crores this year. Re¬ 
payments of loans by the 
States next year will also be 
higher in view of the massive 
loan assistance extended to 
them this yeai. 

I am glad to cor.firm iha,t 
the Refugee Relief Levies will 
be withdrawn with ciTecf 
Irom 1st April, 1973. Neces¬ 
sary legislation for this pur¬ 
pose will be introduced sepa¬ 
rately before the end of this 
financial year. 

After taking into account 
Ihe impiovcment in revenue, 
the increased outlays on the 
Plan, and other commitments, 
the year 1973-74 will, at the 
existing levels of taxation, 
show a deficit of Rs 335 
crores. 1 his Figure makes no 
allowance for requirement 
arising out of the coming re¬ 
port of the Pay Commission. 

Honourable Members, I 
am sure, will agree with me 
that in the present inflation¬ 
ary situation which the eco¬ 
nomy faces, the size of the 
deficit must be kept to a low 
level. In order to accom¬ 
plish that, it becomes neces¬ 
sary for me to make propo¬ 
sals for increased taxation 
which will reduce this deficit. 
Now I shall deal with these 
proposals. 

# 


SPECIAL BUDGET NUMBER 


481 


MARCH 9, 1973 



Diminishing the Deficit 


Discissinc. mil taxation proposals fur 1 *>73-74. the 
Finance Minister, Mr Y.B. C’havan. said that if ade¬ 
quate resources were to be raised for financing the fifth 
five year Plan, action had to begin in the year under re¬ 
port. The total yield from the taxation proposals was 
expected to be around R.s 292 crores out of which the 
share of the states would be about Rs 42 crores leaving 
Rs 230 crores wiih the centre. I he largest impost 
was in the case of customs at Rs 156 crores followed by 
excise duties at Rs H7.57j crores. I'he yield from direct 
taxes was estimated tu be about R* IS.60 croie.*.. Mr 
Chavan said that the budget for 1973-74 represented a 
major elfort on the part of the government to lake the 
country towards the goal of expanding self-reliant eco¬ 
nomy based on social justice. 


The full text of part TV 
speech follows: 

Before describing the tax 
proposals in detail. I would 
kike to share with Honourable 
Members the general consi¬ 
derations underlying these 
proposals. As I have already 
mentioned, in the prevailing 
inflationary conditions in the 
country it would not be pru¬ 
dent to have a large deficit 
in the Budget. Moreover, 
there are the inevitable com¬ 
mitments arising out of the 
resource requirements lor 
the I iflh Plan. If adequate 
resources are to be raised I'oi 
financing the I ifth Plan, ac¬ 
tion has to begin in this vcr\ 
year. I have thcrefoie no al¬ 
ternative bill to propose some 
additions to the tax burden. 
Wanchoo Proposals 

Both direct taxes and in¬ 
direct taxes have to contribute 
to raising resources for our 
development. As Honourable 
Members are aware, the Dir¬ 
ect laxes 1 inquiry C’ommil- 
tec. under the chairmanship 
of Shn K.-N. Wanchoo, ex- 
C hief Justice of India, Iva* 
made a number of proposals 
in the held of direct taxation 
1 have carefully examined 
these proposals and am sub¬ 
mitting a separate Bill to give 
effect to such of these recom¬ 
mendations as arc acceptable 
to the Government. Some of 
the recommendations which 
have u bearing on the raising 
of resources are being imple¬ 
mented through the present 
Budget proposals. In making 
these proposals I have also 
taken account of the Report 


of the Pittance Minister's 


of the C ommittee on Taxa¬ 
tion of Agricultural Wealth 
and Income headed by Dr 
K.N. Raj. 

In the present circumstan¬ 
ces, there is no escape from 
using indirect taxes also to 
raise additional resources. 
However. I have taken care 
that in the process aitides of 
mass consumption are left 
untouched. This will become 
evident as I unfold my pro¬ 
posals. 

Taxing Agriculture 

As Honourable Members 
arc no doubt aware, the Com¬ 
mittee on Taxation of Agri¬ 
cultural Wealth and Income 
has suggested several mea¬ 
sures for mobilisation of re¬ 
sources from the agricultural^ 
sector. One of their principal* 
recommendations is that a«- 
rialItural income should be 
taken into account in deter¬ 
mining the rale of lax appli¬ 
cable to non-agricullural in¬ 
come. This will help to re¬ 
duce sharp disparities in the 
tax burden on persons with 
similar incomes. I consider 
this recommendation of the 
Committee to be well-con¬ 
ceived. and am accepting it. 
I am therefore making provi¬ 
sion in the budget for aggre¬ 
gation of both the agricultural 
and non-agriculturai compo¬ 
nents of a taxpayer’s income 
for purposes of determining 
the rates of income-tax that 
will apply to the noil-agricul¬ 
tural poition in cases where 
the taxpayer has non-agrieul- 


tural income exceeding the 
exemption limit. For the pur¬ 
pose of determining the rate 
of income-tax applicable to 
the non-agricullural portion 
of a taxpayer's income, the 
first 5,000 uipces of his non- 
agricullural income will be 
appropriated to the lowest 
slab, which is exempt from 
lax. lhc agricultural income 
will be appropriated to the 
middle slabs, and the balance 
of the non-agriculturai income 
will be appropriated to the 
upper slabs of the aggregate 
income. This scheme of par¬ 
tial integration will apply to 
the case of individuals. Hin¬ 
du undivided families, un¬ 
registered firms, association 
of persons, bodies of indivi¬ 
duals, and artificial juridical 
persons. 

Tax on HUF 

It is generally recognised 
that the present system of 
tax treatment of Hindu un¬ 
divided families lias encour¬ 
aged tax avoidance. It is my 
view that the unintended tax 
benefits currently available 
to Hindu undivided families 
should, to the extent possible, 
be neutralised. I therefore 
propose to provide separate 
rate schedules, in respect of 
both income-tax and wealth 
tax, with higher rates appli¬ 
cable to Hindu undivided fa¬ 
milies having one or more 
members with independent 
income or wealth exceeding 
the exemption limit. This is 
one of the recommendations 
of the Direct Taxes Enquiry 
Committee. It is also pro¬ 
posed to bring the minimum 
exemption limit in the case 
of all Hindu undivided fami¬ 
lies to the uniform level of 
Rs 5.000 applicable in the 
case of individuals. 

Capital gains tax can be¬ 
come a means of avoiding 
or reducing the burden of 
payment of income-tax. At 
present capital gains arising 
from the sale or transfer of 
capital assets held by a tax¬ 
payer for a period exceeding 
24 months 1 are entitled to con¬ 


cessional tax treatment. I 
propose to extend this period 
to 60 months. As a result, 
only capital assets held by a 
taxpa>cr for a period exceed¬ 
ing 60 months will qualify for 
concessional tax treatment 
applicable in relation to long¬ 
term capital assets. 

Capital Gains Tax 

Where industrial undertak¬ 
ings are required to shift as 
a result of compulsory acqui¬ 
sition of land and buildings, 

I propose to exempt, as a 
measure of relief, capital 
gains arising from the pay¬ 
ment of compensation in such 
cases if the gains are reinves¬ 
ted for the acquisition of land 
and buildings for re-estab¬ 
lishing the undertakings or 
starting new industrial ven¬ 
tures within a period of three 
years of the acquisition. 

1 also wish to encourage 
long-term savings through 
life insurance, and provident 
fund contributions. At pre> 
sent. 100 per cent of the first 
Rs 1,000 of qualifying sav¬ 
ings, plus 50 per cent of the 
next Rs 4,000. and 40 per 
cent of the balance is allowed 
as deduction in computing 
taxable income. I propose to 
allow a deduction equal to 
100 per cent of the first Rs 
2,000 of the qualifying sav¬ 
ings. l hc quantum of dcdi'»- 
tion in respect of next R.s 
3,000 will continue at the 
existing rate of 50 per cent 
and in respect of the balance 
at the rate of 40 per cent. 

Spoils lovers will be glad 
that donations to approved 
sports institutions will qualify 
for lax-relief in the same 
manner as donations to cha¬ 
rities. I shall be happy if this 
leads to improvement in the 
facilities provided to young 
sportsmen. 

it has been a basic policy 
of the Government to en¬ 
courage small and medium 
cntrcpieneurs with compara¬ 
tively small resources to form 
public companies. Towards 
this objective, I propose to 
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raise the limit up to which a 
concessional rate of income- 
tax is applicable in the case 
of * widely-held companies 
from Rs 50.000 at present to 
Rs 1 lakh. Under the existing 
schedule of rates, closely- 
held companies in the corpo¬ 
rate sector pay income-tax at 
a concessional rate on the 
first Rs 10 lakhs of their in¬ 
dustrial profits. I propose to 
reduce the slab on which the 
concessional rate is applica¬ 
ble from Rs 10 lakhs to Rs 2 
lakhs, tt is hoped that this 
measure will encourage con¬ 
version of these companies 
into widely-held companies, 
and thereby broaden the base 
of the ownership of industry. 

At present there is sonic 
doubt whether management 
compensation in respect of 
business undertakings or 
other property the manage¬ 
ment of which is taken over 
by the Government is liable 
to tax. To set this matter 
beyond doubt. 1 intend to 
introduce a provision to treat 
such management compen¬ 
sation as income from busi¬ 
ness liable to tax. This will 
apply retrospectively from 
the assessment year 1972-7.1. 

Deduction at Source 

Under the existing law, in¬ 
come-tax is deductible at 
source from the payments 
made by Government, statu¬ 
tory corporations, local au¬ 
thorities and companies, to 
contractors in respect of 
works or labour contracts. I 
propose to include coopera¬ 
tive societies also in the 
category of taxpayers requir¬ 
ed to deduct tax at source 
from payments made by them 
to contractors. 

The Credit Guarantee 
Corporation of India has 
been formed for the purpos¬ 
es of guaranteeing advances 
made by banking companies 
to the hitherto neglected sec¬ 
tors of the economy. This 
is a laudable purpose and I 
propose to exempt the in¬ 
come of this Corporation 
from tax for a period of five 
years. 

In my budget speech for 
1971-72. 1 gave notice of 


Government’s intention to 
withdraw the development 
rebate in respect of ships ac¬ 
quired or plant and machi¬ 
nery installed after May 31. 
1974. In response to the de¬ 
mand that this should be 
substituted by other fiscal 
concessions to impart a con¬ 
tinuing momentum to indus¬ 
trial growth in the country. I 
had indicated that I would 
conie up with some specific 
proposals for encouraging 
industries in selected sectors 
and those in backwaid areas, 
in pursuance of this under¬ 
taking, 1 am giving an indica¬ 
tion of certain measures 
which Government has in 
mind for this purpose, as also 
for promotion of research 
and development, and ex¬ 
ports. I propose to bring 
necessary legislation in the 
course of the year to give ef¬ 
fect to these proposals. 

Depreciation allowance 

It is my intention to pro¬ 
vide an initial depreciation 
allowance of 20 per cent of 
the cost of machinery and 
plant installed in selected in¬ 
dustries after May 31. 19741 
This would provide addition¬ 
al resources to the concerned 
enterprises in the early years 
of their development. A list 
of the industries to which 
this will apply is under con¬ 
sideration. 

In order to provide a sti¬ 
mulus to investment in back¬ 
ward areas 1 intend to ac¬ 
cord preferential tax treat¬ 
ment to industries to be set 
up in such areas after March 
31, 1973. Specifically, the 
intention is to allow a. deduc¬ 
tion equal to 20 per cent of 
Ihe profits derived by an in¬ 
dustrial undertaking set up 
in the backward areas in 
computing its taxable profits. 
This concession will be avail¬ 
able for a period of 10 years 
from the establishment of the 
industry. The ceiling on in¬ 
vestment eligible for subsidy 
will also be raised from Rs 
50 lakhs to Rs 1 crore. and 
the percentage of subsidy 
will be raised from 10 per 
cent to 15 per cent of the in- : 
vestment. 

I feel it is important to 
enlarge the area of fiscal in¬ 


centives for promoting re¬ 
search and development, 
particularly in the field of 
industry. I also fed that in¬ 
adequate attention to this 
aspect is retarding the deve¬ 
lopment of indigenous tech¬ 
nology and therefore of self- 
reliance in industry. 

Scientific Research 

Capital expenditure in 
regard to scientific resear¬ 
ch related to the business 
activity of the tax-payer du¬ 
ring three years immediately 
preceding the commence¬ 
ment of business is allowed 
to be written off against the 
profits of the year in which 
the business is commenced. I 
propose to extend this con¬ 
cession, covering revenue ex¬ 
penditure, in regard to pay¬ 
ment of salaries to research 
personnel, and on material 
inputs, during the pre-invest¬ 
ment period. I also propose 
to allow a weighted deduc¬ 
tion equal to one and onc-» 
third the amount paid for 
sponsored research and deve¬ 
lopment work, in approved 


laboratories. 

Honourable Members will 
agree with me that it wilt 
be a paying proposition for 
sizeable development expen¬ 
diture to be incurred in deve¬ 
loping exports, particularly 
of non-lraditionul products. 
At present expenditure on 
export market development 
is deductible for tax purposes 
to the extent of 133.3 per 
cent of actual costs. In view 
of the great importance of 
promoting our exports. I pro¬ 
pose to increase the weighted 
deduction to 150 per cent in 
the case of widely held com¬ 
panies. 

Labour-Oriented Growth 

I am very conscious of the 
need to encourage the in¬ 
crease of employment in 
industry so that its growth 
may be oriented towards la¬ 
bour rather than capital in¬ 
tensive techniques. We arc 
considering schemes which 
may serve this purpose. 

The total additional reve¬ 
nue from the various measur- 


BUSES DON’T RUN ON FUEL ALONE 

Tickets are necessary to keep our buses 
running. And also to get more buses to serve 
you more. 
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and tough, 
man and his 
many facets 
inspired 
‘estercot’. 








Now Man becomes a monarch. Everywhere he makes his mark. 
For, he's wearing 'Estercot.' 'Estercot'... with its flawless fall. 
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es in the field of direct taxes 
enumerated by me will be 
Rs 31 crores in a full year 
and Rs 18.6 crores in the 
year 1973-74, of which the 
share of the Central Govern¬ 
ment will be approximately 
Rs 14 crores. 

Sir. in turning to indirect 
taxes next, t intend to take 
up Central excises ahead of 
customs, in reversal of the 
normal order of precedence 
in deference to the former 
being the major contributor 
to our revenues. 

In doing so, I would like 
fust, to refer to the effort I 
propose to make for raising 
revenue on behalf of the Sta¬ 
tes through additional duties 
of excise. Honourable Mem¬ 
bers will recall that this is 
the third and final year for 
the fulfilment of our com¬ 
mitment to the States to raise 
these duties in lieu of sales 
tax leviable on three com¬ 
modities, namely, sugar, to¬ 
bacco and textiles, so as to 
achieve an overall incidence 
of 10.8 per cent of the value 
of their clearances by the end 
of 1973-74. To reach this 
target, l shall have to raise 
about Rs 25 crores in this 
Budget. In carrying out this 
exercise. I have been faced 
with considerable dilficuliy 
because one of the commodi¬ 
ties, sugar, is at the moment 
a somewhat sensitive item, 
and. another, namely textiles, 
does not seem to olfer much 
scope. 

Old Faithfuls 

I hat leaves me with 
no choice but to fall back 
on the “old faithful", ciga¬ 
rettes, to help me out of the 
< predicament. Tobacco has 
been a much maligned com¬ 
modity almost from the day* 
of its discovery. While I 
would certainly refrain from 
adopting any attitude of cas¬ 
tigation towards the nume- 
lous devotees of the tobacco 
leaf, I shall be content if 
those who take pleasure from 
the use of this weed will con¬ 
tribute in some higher mea¬ 
sure to the national Exche¬ 
quer. 

Experience has shown that 
the existing slab system 
whereby cigarettes pay fixed 


percentages of ad valorem 
duties depending on the ran¬ 
ges or slabs of value in which 
they fall, has been leading 
to the creation of dead areas 
in which no brands of ciga¬ 
rettes can llourish. By the 
very nature of the scheme 
there is also an in-built tem¬ 
ptation towards the artificial 
depression of the values of 
certain brands which. 1 feel, 
will not only alFect their qua¬ 
lity but also, in the long run. 
the revenue from cigarettes, 
I. therefore, propose to tesort 
to jl more progressive system 
by adopting the simple prin¬ 
ciple that the better a ciga¬ 
rette, the more it pays. Start¬ 
ing with an aggregate base 
of 100 per cent ad vaioreni, 
(for both basic and addition¬ 
al duties) at a value of ten, 
lupees per thousand, the levy 
will rise at a steady rate of 
5 per cent for every additional 
rupee or part thereof in value, 
till it leaches the piescni ag¬ 
gregate statutory ceiling of 
300 per cent, which, if this is 
any consolation to smokers. 

I do not intend to revise up¬ 
ward. By suitable inter se 
adjustments in the basic and 
additional duties I hope to 
raise Rs 32 crores in a full} 
year, of which the major 
share of Rs 24 crores will go 
to the Slates by way of addi¬ 
tional excise duties. 

Tax on Mixtures 

I ain afiaid I cannot, while 
coming down on the cigarette 
smoker make things easier 
for the pipe smoker or the 
person who rolls his own ciga¬ 
rettes. I therefore propose to 
levy a duty on manufactured 
smoking mixtures for pipes 
and cigarettes, which will 
yield about Rs 80 lakhs, of 
which Rs 22 lakhs will accrue 
to the States. 

I have been concerned 
over the tendency of certain 
textile manufacturers to avoid 
payment of the legitimate 
duties on cotton and art silk 
fabrics by cutting up good 
fabrics into smaller pjeces of 
fents and, into pieces of cloth 
which arc euphemistically 
called rags. I have, its the first 
step towards curbing this 
tendency, already revised the 


definitions of fents and rags 
by reducing their lengih cri¬ 
terion. As the second step 1 
now propose to increase sui¬ 
tably the duties on fents and, 
for the first time, prescribe 
duties for rags. If these 
measures do not have the de¬ 
sired elTecl, it might become 
necessary to consider more 
drastic 

There have been com¬ 
plaints that the duty incidence 
oil certain blended fabrics 
manufactured with an ingre¬ 
dient of cotton is lower than 
on similar fabrics in which 
viscose is used in place of 
cotton. I propose to remove 
this disparity. 

Artificial Silk Fabrics 

A situation has been creat¬ 
ed where, because of the 
total exemption enjoyed In¬ 
artificial silk fabrics proces¬ 
sed without the aid or power 
or steam, theie is a growing 
tendency on the part of some 
art silk units to resort more 
and more to processing their 
fabrics with non-power ope¬ 
rated machines. This cannot 
be allowed to continue. In 
making such fabrics also lia¬ 
ble to duty now. I have, how¬ 
ever, ensured, in the interests 
of equity, that the incidence 
on them is kept 40 per cent 
lower than it would be had 
power been used. 

Hie above measures on 
textiles arc expected to yield 
Rs 3.65 crores of which ab¬ 
out Rs 1 crore will accrue 
to the Slates by way of ad¬ 
ditional excise duties. 

the combined effect of the 
proposals detailed so far will 
net for the Stales a total re¬ 
venue of Rs 25 crores in a 
full year. 

With my commitment to 
the States by way of additio¬ 
nal duties thus fuHilled. I 
must now, in my continuing 
search for extra resources, 
turn to another commodity 
that has often come to the 
help of the Finance Minister 
in the past. T am releiring to 
motor spirit. Honourable 
Members will iccail that I 
had increased steeply the duty 
on motor spirit in 1971 with 
a view to curbing its con¬ 


sumption. Since then, and as 
though to give me adequate 
justification for resorting 
again to the curbing mecha¬ 
nism, there has been a pro¬ 
nounced spurt in the use of 
petrol. I propose therefore 
to apply the curb and also 
raise some revenue by in¬ 
creasing the duly on motor 
spirit by Rs SO per kilolitre 
so as to yield Rs 19.20 crores 
per year. 

Petroleum Fractions 

1 also intend to take this 
opportunity for making a few 
modifications in regard to 
eeitain petroleum fractions 
which are classifiable as mo¬ 
tor spirit, particularly iaw 
naphtha, where there is need 
for economy in its consump¬ 
tion. However, in doing so. 
the existing concessions for 
the use of naphtha in the 
manufacture of fertilisers, as 
also fuel in the manufacture 
of steel, will be left untouch¬ 
ed. These minor modifica¬ 
tions will net an additional 
revenue of Rs 1.60 crores. 

When the levy was first im¬ 
posed on compounded and 
blended lubricating oils and 
greases 1 had granted lelief 
to the smaller manufacturers 
by exempting such products 
manufactured without the 
aid of power from duty. I, 
however, find that even some 
of the bigger manufacturers 
have stepped into a territory 
not really meant foi them, by 
changing their production to 
methods where power is not 
used so as to avoid paying 
duly. Honourable Members 
will appreciate that 1 cannot 
allow such avoidance to go 
unquestioned. I. therefore, 
propose to withdraw the ex¬ 
isting criterion and effectively 
confine the concession to the 
smaller manufacturers by 
prescribing it on a quantity- 
slab basis. 1 also propose to 
increase the effective late of 
duly on such oils and greases 
from 13 per cent to 15 per 
cent. These measures will 
yield Rs 2.35 crores. 

While on this subject of 
the ingenuity of manufac¬ 
turers I would like to men¬ 
tion the parallel instance of 
nylon yarn spinners who have. 
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started adjusting the dcnicragc 
of their yarn in a way that' 
will enable them to pay lower 
duties taking advantage of 
the dcnicragc grouping sys¬ 
tem on the basis of which the 
rates of duty ate levied. To 
cite an instance, in the lirst 
group where the cut-off point 
is 30 deniers. production lias 
shifted to yarn of 31 and 32 
deniers, which therefore pays 
only a lower duty. I propose 
to rectify the situation bv sui¬ 
tably »e-atl justing the existing 
denier gioups. 

The next measure I pro¬ 
pose is meant to facilitate 
the collection of duly on s\n- 
thelic fibres and yarn. I his 1 
intend doing by exempt ini: 
polymer chips, used in such 
manufacture, from duty and 
suitably readjusting the duties 
on the finished nylon, acetate 
and polyester yarn and fibres 
However, in doing so, 1 have 
cnsuicd that the existing in¬ 
cidence of duty on nylon yarn 
used in the manufacture of 


fishing nets and parachute 
cords remains unaffected. 

These measures relating to 
synthetic yarn and fibres will 
result in an additional reve¬ 
nue of Ks 7.85 crores. 

Keeping in view the need 
for a higher degree of taxa¬ 
tion on luxury articles used 
by the more affluent, 1 pro¬ 
pose to increase the duties on 
a few selected items. Refrige¬ 
rators and air-conditioners 
will pay h() per cent and their 
parts, including parts of their 
machinery, will pay 75 per 
cent. The proposed increase 
on refrigerators will not, how¬ 
ever. alTect those of a capa¬ 
city not exceeding 165 litres 
which are used by the mid¬ 
dle class consumer. Refrige¬ 
rating and air-conditioning 
machinery for industrial un¬ 
dertakings and public-run 
hospitals arc not being touch¬ 
ed. The duty on domestic 
electrical appliances, as also 
on decorative plywood, will 
be raised to 25 per cent. 


However, commercial ply¬ 
wood will pay lower rates of 
20 per cent and 15 per cent 
depending on the square area 
of such plywood. Plywood for 
tea-chests also remains un¬ 
affected. The rest of this list 
of items consists of motor 
vehicle parts, instant coffee, 
shaving cream and long play¬ 
ing records. The proposed 
duty on gramophone records 
will apply to the more expen¬ 
sive long-plying variety only. 

These various measures in 
the aggregate will yield Rs 
8.33 crores. 

My next proposal is for 
the addition of a few items 
to those already in the excise 
net, namely, caustic potash, 
carbon black, carbide tool 
lips, wire ropes, and certain 
rubber chemicals. All these, 
(except carbide tool tips 
which will pay 20 per cent), 
will bear a duty at the nor¬ 
mal general rate of 10 per 
cent that is levied on raw 
malciials in the Central K\- 


cise tariff. Glycerine wliich 
has so long been paying spe¬ 
cific duty will also join their 
number. These levies are ex¬ 
pected to yield Rs 3.60 crores 

I also propose to modify, 
enlarge, or rescind a number 
of concessions that exist at 
present. Without cataloguing 
them in detail, T shall men¬ 
tion a few of each variety. 
Some of the existing conces¬ 
sions given for paper mills 
some years back have been 
found to be out-dated. T pro¬ 
pose to replace them with 
certain others aimed at bene¬ 
fiting future expansions of 
smaller paper mills and also 
attracting new capital invest¬ 
ment to the industry. The 
scope of exemption fixed on 
a quantitative basis for paper 
mills having no bamboo 
plants attached to them will 
also be enlarged. The use of 
unconventional raw materials 
like bagasse, and cerca 1 
straw, will be further en¬ 
courage.! by liberalising 
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the existing concession. 
Among the list of con¬ 
cessions that are being 
withdrawn are those relating 
to certain producers of rayon 
yarn and to low-voltage elec¬ 
tric motors, sheet glass and 
plate glass, and glass fibre 
and yarn. Acrylic sheets pro¬ 
duced out of duty paid plas¬ 
tic materials, and p.v.c. films 
of specified thickness and 
Jayflat tubings produced by 
the small scale sector, will be 
exempted. These diverse mea¬ 
sures will result in an addi¬ 
tional revenue of Rs 3.60 
crores. 

Auxiliary Duties 

Before l go on to deal with 
customs duties. J would like 
to make a reference to a 
matter which concerns both 
kinds of duties. Honourable 
Members are aware that Par¬ 
liament has been sanctioning 
enabling provisions for levy 
of regulatory duties of excise 
and customs on a year 
to year basis from 1963. 
Regulatory duties were in¬ 
tended as special fiscal mea¬ 
sures to be resorted to 
onl> for certain purposes. 1 
propose to replace them by 
new straightforward revenue 
raising provisions. For certain 
reasons it is not possible to 
incorporate the provisions in 
rate lands, or make them 
pail of taxation statutes and 
they would therefore have to 
be revived from year to year 
for the present. The new pro¬ 
visions now proposed levy 
auxiliary duties both on ex¬ 
cisable goods and imported 
goods at an amount equal to 
20 per cent of the value of 
such goods. These levies have 
however been limited to a 
level needed to raise resources 
for the Centre by granting 
exemptions wherever and to 
the extent warranted, for 
which suitable provisions 
have been made in the re¬ 
levant clauses of the Finance 
Bill. 

1 shall wind up my catalo¬ 
gue of excise proposals by 
referring to how I intend to 
resort to this provision on the 
excise side. In the case of 
aluminium, jute yarn and 
jute manufactures, other 
than hessian, copper and 


zinc, the auxiliary levies will 
continue at the same levels at 
which they were hitherto 
charged by way of regulatory 
duties. In the case of steel 
ingots and iron and steel pro¬ 
ducts (other than skelp), 
however, the rale will be 75 
per cent of the effective basic 
duty as against 50 per cent 
hitherto levied as regulatory 
duty. This measure in the 
case of iron and steel is ne¬ 
cessary in order to bring 
about a further reduction in 
the gap between imported 
and indigenous prices. 

In the case of steel as well 
as all other metals, the auxi¬ 
liary duties will apply, how¬ 
ever, only to indigenous pro¬ 
duction, and will not be at¬ 
tracted by way of counter¬ 
vailing duty on imports. 

Levy on Furnace Steel 

While on this subject I 
would also like to mention a 
modification I propose to 
make in the exemption on 
sled products produced by 
electric furnaces. These se¬ 
condary steel producing units 
which are scrap-based are at 
present enjoying an exemp¬ 
tion of the ingot-stage duty 
on the products made by 
them. The extent of such 
benefit which was only 75 
rupees per metric tonne prior 
to December 1971. has near¬ 
ly doubled sjnee then, and is 
likely to increase further 
with the modification now 
being made on iron and steel. 
In the circumstances I pro¬ 
pose to impose on furnace 
steel a levy of Rs 50 per 
metric tonne ut the ingot 
stage. This will, of course, 
be subject to 75 per cent of 
this basic duly as auxiliary 
duly, in the same way as 
other steel. I would not con¬ 
sider this impost in any way 
inequitable, for it still leaves 
a considerable advantage in 
favour of furnace steel as 
compared to what the major 
steel plants have to pay at 
the ingot stage. 

These proposals after set¬ 
ting off the revenue that will 
be foregone by dropping re¬ 
gulatory duties, will yield Rs 
34.60 crores of which Rs 29 
crores will .accrue to the 


Centre. 

It is lime now to turn to 
customs duties wheie mv pro¬ 
posals can be broadly cate¬ 
gorised under three main 
heads. 

The first relates to auxilia¬ 
ry duties, which 1 propose to 
apply on the Customs side bv 
means of three differential 
rates of 20 per cent. 10 per 
cent and 5 per cent of 
the value of imported goods. 
All those paying an effec¬ 
tive customs duty of 100 
per cent ad valorem or more, 
will pay 20 per cent as auxi¬ 
liary duties; those paying 60 
per cent ad valorem and 
more, but less than 100 per 
cent, will pay 10 per cent; and 
the rest of the goods will pa\ 
5 per cent. However. food- 
grains, books, family plan¬ 
ning appliances and a few 
other selected categories of 
goods, as well as three other 
items to which I shall pre¬ 
sently refer, will be totally 
exempt from auxiliary duties 
of customs. 

After making allowance 
for the revenue that will be 
foregone by dropping regula¬ 
tory duties this measure is 
expected to bring in an addi¬ 
tional revenge of Rs 36.50 
crores. 

Duty on Wood Pulp 

The second proposal is re¬ 
garding the modification of 
the rates of duties presently 
bound under the General Ag¬ 
reement on Tariffs and Trade. 
Pending re-negotiations with 
the concerned contracting 
parties we have been permit¬ 
ted to modify the bound rates 
under the Agreement to the 
extent necessary for the ra¬ 
tionalisation of the larifT rate 
structure. Consequent on this 
I have decided to revise the 
rales of duty on a number of 
items which among them will 
include wood pulp, tallow and 
a few plastic materials. These 
revisions of rates are expec¬ 
ted to yield an additional Rs 
18.70 crores in a full year. 

My last proposal relating 
to customs is a selective revi¬ 
sion of the existing rates of 
duty on a few items. 

It is necessary to give a 
further impetus to import 


substitution and encourage 
more extensive manufacture 
of machinery in our country. 
1 feel that a fiscal incentive is 
needed for this purpose which 
1 piopose to administer by 
making an across-the-board 
increase in the rate of duty 
on all machinery from the 
existing level of 30 per cent 
to 40 per cent. This will 
be applied also to certain 
allied items. 

Tax on Fine Cotton 

Raw cotton has been en¬ 
joying a privileged position 
for a long time with only a 
nominal concessional duly of 
10 paisc per kilogram. Since 
imported cotton is used 
mainly for the production iff 
fine and superline fabrics and 
comparatively expensive va¬ 
rieties of blended fabrics 
which, in the t) a tine of things, 
are expected to be used by 
the more affluent sections of 
society, 1 propose to withdraw 
this concessional rale and 
make raw cotton liable to its 
40 per cent statutory rate, 
which is the normal level of 
taxation for raw materials in 
the C ustoms Tariff. 

However, raw cotton along 
with two other items, namely 
tallow and machinery, will 
not be subjected to auxiliary 
duties or customs. 

Copper which has been 
paying a rate of duly at 30 
per cent will pay 40 per cent 
which is the normal rale ap¬ 
plicable to non-ferrous me¬ 
tals. 

Since the margin of profit 
on stainless steel sheets is 
considerable, 1 propose to 
raise the rate of duty on them 
from 100 per cent to 200 per 
cent. However, the duty on 
stainless steel plates and 
strips will be fixed at a lower 
rate of 60 per cent. 

As a measure of assistance 
to indigenous industry, the 
concessional rate of 60 per 
cent so far applicable to 
nylon yarn used in lyre mu- 
nufactuie is proposed to be 
withdrawn. 

1 also propose to raise the 
rale of duty on unexposed 
cinematograph films from 15 
paise to 50 paise per linear 
metre. 

These various measures 
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relating to revisions of rales 
of customs duties are expec¬ 
ted to yield Rs. 97.30 erores 
in full year. 

In addition to this coun¬ 
tervailing duties of customs 
which will automatically ac¬ 
crue because of the proposed 
changes in excise duties will 
account for an additional l<s 
3.50 erores. 

Total' Yield 

To sum up. all the propo¬ 
sals regarding excise and 
customs duties that I have 
listed so far will yield about 
Rs 274 erores. The measure, 
relating to customs duties 
will yield about Rs 156 eror¬ 
es. From the excise duties 
which will be of the order of 
Rs 118 erores, Rs W erores 
will accrue to the States. 

I may now briefly summa¬ 
rised the revenue implications 
of the various proposals that 
1 have outlined earlier in my 
speech. The additional yield 


from direct taxes in lt#73-74 
will be Rs 18.6 erores. Of 
this, Rs 4.7 erores will accrue 
to the States, leaving Rs 13.9 
erores for the Centre. The ex¬ 
cise duly proposals will yield 
additional revenue worth Rs 
118 erores in I‘>73-74. Of 
this amount, nearly Rs 38 
erores will go to the States 
ami the balance of Rs 80 
erores will accrue to the Cen¬ 
tre. The additional revenue 
from customs duties will 
amount to Rs 156 erores. In 
all, the Central revenues will 
benefit from the total package 
of my proposals to the ex¬ 
tent of Rs 250 erores. As a 
result, the initial deficit of 
Rs 335 erores estimated at 
1972-73 tax rates will be re¬ 
duced to Rs 85 erores. 
This however will be in¬ 
creased by the provision 
which will have to be 
made in connection with the 
report of the Pay Commis¬ 
sion. 
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Sir, before concluding T 
would like to point out that 
this is the third regular bud¬ 
get that 1 have been privileg¬ 
ed to present to this august 
House. During each of these 
budgets, I have had to come 
forward with proposals for 
significant amounts of addi¬ 
tional taxation. This was not 
a pleasant task, it was how¬ 
ever inevitable in the light of 
resources required to meet 
our basic commitments to 
the people and the unprece¬ 
dented challenges of the dilli- 
cult times we have lived 
through. The poverty and the 
associated inequalities in in¬ 
come and wealth that prevail 
in this country cannot be abo¬ 
lished overnight. But there 
can never be any doubt about 
the direction in which the 
Government is determined to 
move to sustain people's 
faith in our democratic polity 
as an effective vehicle of 
rapid social change. It is in 
this context of our firm com¬ 
mitment to socialism, rapid 
economic growth and a self- 
reliant economy that the 
budget proposals must be 
appi aised. 

Sustained Effort 

The building-up of a 
social ist society req u i res 
a sustained multi-dimensional 
effort to transform our social 
and economic structure. In 
an economy where a large 
number of people are ill-fed 
and ill-elothcd we cannot af¬ 
ford the luxury of maintain¬ 
ing the status (|tm. Fiscal 
policy must assist in this pro¬ 
cess. This is the vision I 
have kept in mind in formu¬ 
lating this year's budget. 

'Flic increased provisions 
for employment programmes 
and the continuing emphasis 
on selected schemes of social 
welfare are part of an attempt 
to reduce the existing inequa¬ 


lities pf income and consump¬ 
tion. The partial integration 
of agricultural and non-agri-. 
cultural income, and the im¬ 
position of higher income-tax 
rales on Hindu undivided fa¬ 
milies, arc designed to make 
our tax system more equita¬ 
ble and progressive. The pat¬ 
tern of proposed additions to 
indirect taxes will also serve 
the same purpose. I have 
made every effort to ensure 
that additional levies do not 
impose an undue burden on 
the common man. On the 
other hand, small savers will 
beneiiL positively by the pro¬ 
posed liberalisation of tax 
exemptions for contributions 
to provident funds and life 
insurance. The introduction 
of initial depreciation allow¬ 
ances for selected high prio¬ 
rity industries after 31st 
May 1974 will strengthen 
this country's industrial struc¬ 
ture and thereby help in the 
realisation of the goal of self- 
reliance. Concessions for re¬ 
search and development will 
further stimulate the growth 
of indigenous fechnologv and 
contribute to self-reliance* 
The enhancement of the wei¬ 
ghted deduction presently al¬ 
lowed in respect of export 
market development must 
also be seen in the context 
of the nation's determination 
to move speedily towards 
self-reliance. Incentives for 
industrialisation of backward 
areas that l have indicated 
will help to reduce the exist¬ 
ing regional inequalities in 
the level of development 
which arc clearly inconsistent 
with the ideals of a socialist 
society. As 1 see it, the bud¬ 
get for 1973-74 represents 
another major effort on the 
part of this Government to 
get the country moving to¬ 
wards the goal of an expand¬ 
ing self-reliant economy bas¬ 
ed on social justice. 
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MACHINE TOOLS- M 6 M bring you a choice of machine tools from U.K,West Germany.Canada and India. 
INSTRUMENTATION- M & M provide Industrial Instruments. Process Controls and Automation Equipment 

ELECTRONICS- M b M manufacture Industrial Controls,Professional Grade Components,Electro-Medical 
Instruments and Military Equipment. 

MUKMMTION- M 6 M undertake aerial agricultural and anti-malarial spraying. 

For technical progress with o social purpose. 



MAHINDRA & MAHINDRA LTD. 

Getaway BulWisp. Apollo Bandar.Boskay-t. 
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Budget at a Glance 


Revenue Receipts 


REVENUE BUDGET 

Revenue Disbursements 

(In crores of rupees) 


1972-73 

Budget 

1972-73 

Revised 

1973-74 

Budget 


1972-73 

Budget 

1972-73 

Revised 

1973-74 

Budget 

Tax Revenues 

4,400 

4,538 

4,821 

Civil Expenditure 

2,026 

2,201 

2,466 




•|- 292* 





Less -States’Share of Tax 




Defence Expenditure 

1,218 

1,404 

1,405 

Revenues 

1,053 

1,066 

1,136 








+ 42* 

Grants-in-Aid to State & 








Union Territory Govern- 




Net Centre's Tax Revenues 

3,347 

3,472 

3,685 

ments 

880 

986 

881 




+ 250* 

- 



— 

Non-Tax Revenues 

1,120 

1,156 

1,146 

Total Revenue Expenditure 

4,124 

4,591 

4,752 

Total C entre’s Revenues 

4,467 

4,628 

4,831 

Revenue Surplus 

4343 

+37 

+79 




4- 250* 




+250* 


CAPITAL BUDGET 


Capital Receipts 



Capital Disbursements 



Market Loans (Net) 215 

478 

326 

Civil Expenditure 

420 

494 

523 

External Aid 374 

330 

400 

Posts & Telegraphs 

53 

48 

ii 

Loan Repayments 1,029 

1,255 

1,145 

Railways 

159 

198 

172 

Other Receipts 477 

589 

589 

Defence 

190 

196 

195 

Total Capital Receipts 2,095 

2,652 

2,460 

Loans and Advances 

1,867 

2,303@ 

1,973 




Total—Capital Disburse¬ 
ments 

Deficit on Capital Account 
Overall Deficit 

2,689 

-594 

—251 

3,239 

—587 

—550® 

2,874 

-414 

—335 

4-250* 


* Effect of Budget Proposals. 

(^Excludes the assistance of Rs 421 crores given to States for clearing their overdrafts as at the end of April, 1972. 


for everything electrical 


45-47, VEER NARIMAN ROAD. BOMBAY-1 


•cojr* 
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DETAILS OF TAX AND NON-TAX REVENUES 


DETAILS OF DISBURSEMENTS ON REVENUE ACCOUNT 


Tax Revenues 


(In crores of rupees) 


1972-73 

1972-73 1973-74 


Budget 

Revised Budget 


Customs 720.40 810.00 820.00 

+156.00* 


Union Excise Duties 

2464.75 

2428.18 

$2623.68 

>117.57* 

C orporation Tax 

493.50 

558.00 

597.00 
+ 11.00* 

Income Tax 

583.00 

602.00 

643.00 
| 7.60* 

Estate Dut\ 

8.00 

9.25 

9.25 

Taxes on Wealth 

43.00 

43.00 

43.00 

Gift Tax 

2.50 

3.75 

3.50 

Other Heads 

85.00 

83.61 

$81.96 

Gross Tax Revenue 

I.css — States' share of 

4400.15 

4537.79 

4821.39 

+292.17* 

Taxes and Duties 

1,053.31 

1065.96 

1135.56 

+42.53* 

Income Tax 

462.52 

492.38 

511.17 

+4.70* 

Estate Duty 

7.66 

7.51 

8.79 

Union Excise Duties 

583.13 

566.07 

615.60 

+37.83* 

Net Tax Revenue 

3346.84 

3471.83 

3685.83 


+249.64* 


^Effect of Budget Proposals. 

(fojNo credit taken for refugee relief levies being withdrawn front 
1st April, 1973. 


Non-Tax Revenues z 

(In crores of Rupees) 



1972-73 

Budget 

1972-73 

Revised 

1973-74 

Budget 

Interest Receipts 

686.67 

719.83 

771.05 

Administrative Services 

12.00 

14.69 

14.69 

Social and Developmental 
Services 

51.58 

63.80 

58.23 

Multipurpose River 

Schemes etc. 

16.73 

10.63 

16.87 

Public Works etc. 

7.83 

7.47 

7.44 

Transport and Commu¬ 
nications 

15.94 

13.88 

15.08 

Currency and Mint 

145.30 

146.97 

154.57 

Miscellaneous 

122.92 

119.84 

50.63$ 

Contributions and Mis¬ 
cellaneous Adjust¬ 
ments 

50.01 

49.5* 

54.27 

Extraordinary Items 

11.19 

. 9.59 

3.00 

Total Non-Tax Reve¬ 
nues 

1120.27 

1156.24 

1145.83 


@No credit taken for contributions from States on account of 
refugee relief levies. 


(In crores of Rupees) 



1972-73 

Budget 

1972-73 

Revised 

1973-74 

Budget 

1. Civil Expenditure 

2025.81 

2200.99 

2466.16 

Collection of Taxes 
and Duties 

57.79 

58.01 

63.46 

Debt Services 

730.01 

768.64 

834.85 

Administrative Services 

267.56 

273.88 

279.44 

Social and Develop¬ 
mental Services 

433.21 

440.82 

458.67 

Multipurpose River 
Schemes, etc. 

16.79 

19.00 

32.93 

Public Works, etc. 

40.18 

46.91 

46.96 

Transport and Commu¬ 
nications 

25.94 

25.76 

26.71 

Currency and Mint 

22.03 

21.09 

20.63 

Miscellaneous 

405.03 

517.10 

675.94* 

Contributions and 
Miscellaneous Ad¬ 
justments 

16.67 

19.19 

15.97 

Extraordinary Items 

10.60 

10.59 

10.60 

2. Defence Expenditure 
(Net) 

1218.59 

1404.14 

1404.82 

3. Grants-in-aid to State 
and Union Territory 
Governments 

879.87 

965.49 

881.14 

Total 

4124.27 

4590.62 

4752.12 


* includes Rs 100 crores for Special Programmes for Educated 
Unemployed, and Rs 150 crores for advance action on Fifth 
Plan. 



Icl taking an active part in the 

NATION’S GROWTH 


HHF help to spread electricity 
and irrigation to remote areas 
by supplying pre-stressed 
concrete transmission poles. 

We also provide low-cost 
pre-fabricated material for 
erecting entire buildings. If you 
prefer, standardized components 
for roofing, walling and flooring 
i are also available. 


Light-weight, pre-cast 
"Vayutan'* blocks are usalm 
for partitions and thermal 
insulation. These are durable, 
fire-proof and economical too. 

Another HHF activity is 
designing and manufacturing 
furniture and allied wood-work 
for joinery. 


’M-ITMSSCD 

CONCMTK 
sTJUNUMSIOI 

*om 


LOW-COST 
MI.PAIBICATID 
MATkRlAL 


Ml-CAST 
LICHT.WIIOHT 
VAYUTAN 

^ii octet _ 


FURNITURE A 
.WOODWORK FOR, 
JOINIRT 


For further information please write to: 

a HINDUSTAN HOUSING FACTORY LTD. 


PHONE: 990889 


(A Govt, ot India Undertaking) 
JANGPURA. NEW DELHI-14 


CRAMS PREFAB 
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CAPITAL BUDGET : RECEIPTS AND DISBURSEMENTS 
Capital Receipts Disbursements on Capital Account 


(In crorcs of rupees) 


1972-73 

Budget 

1972-73 

Revised 

1973-74 

Budget 

1. Market Loans 

214.78 

478.20 

326.41 

Gross Borrowings 

515.00 

778.42* 

880.00 

Less Repayments 

300.00 

300.22 

553.59 

2, External Aid 

373.76 

329.90 

399.61 

Gross Borrowings 

Less Repayments 

625.73 

251.97 

556.40 

226.50 

661.80 

262.19 

3. Repayment of Loans 
and Advances 

1029.00 

1255.00 

1145.00 

. State and Union Ter¬ 
ritory Governments 
Others 

760.00 
269.00 

725.00 

530.00 

850.00 

295.00 

4. Small Savings 

230.35 

300.40 

325.35 

5. Provident Funds 

99.10 

103.34 

115.03 

6. Other Receipts 

147.49 

184.50 

148.85 

Total—Capital Receipts 

2094.48 

2651.34 

2460.25 


* Excludes Rs 100 crorcs of ad hoc treasury bills converted into 
dated securities. 




(In crores of rupees) 


1972-73 

Budget 

1972-73 

Revised 

1973-74 

Budget 

1. Civil Expenditure 

420.17 

493.80 

523.34 

Social and Develop¬ 
mental Services 

309.36 

401.88 

341.29 

Multipurpose River 
Schemes, etc. 

70.78 

68.27 

68.99 

Public Works 

125.39 

136.38 

130.53 

Transport and Com¬ 
munications 

19.77 

18.86 

12.77 

Currency and Mint 

20.66 

16.56 

20.02 

Miscellaneous ( 

)125.69 ( 

-)148.15 

( -)50.26 

2. Posts and Telegraphs 

53.00 

48.38 

11.00 

3. Railways 

158.70 

197.81 

172.00 

4. Defence 

189.77 

195.62 

195.18 

5. Loans and Advances 

1866.78 

2303.26 

1973.17 

State and Union Ter¬ 
ritory Governments 

1097.59 

1520.67* 

1342.01 

Government Com¬ 
panies and Corpora¬ 
tions 

480.84 

553.67 

430.02 

Others 

288.35 

228.92 

201.14 

Total 

2688.42 

3238.87* 

2874.69 


^Excludes the assistance of Rs 421.13 crorcs given to the States 
for clearing their overdrafts as at the end of April, 1972. 


AS DURABLE AND TRADITIONAL AS 

“CHARMINAR” 


CHARMINAR ASBESTOS CEMENT PRODUCTS 


• Newkor Corrugated Sheets 

• Sanatile Semi-Corrugated Sheets 

• Woodbc S 0 tos d J For celling and partitioning 

• Pressure Pipes for Water supply and Distribution 

• Cable Ducts 

• Qutters and Accessories 

“Specify Charminar A.C. products and 
ensure quality and permanenoe”. 



Manufactured to the relevant I. S. I. Specifications by : 

HYDERABAD ASBESTOS CEMENT PRODUCTS LIMITED 

Regd Office : SANATNAGAR, HYDERABAD-18 (A. P.) 

Factories at : HYDERABAD. AP. : BALLABGARH. (Haryana) 
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RESOURCES TRANSFERRED TO STATE AND UNION 
TERRITORY GOVERNMENT'S 

(In crorcs of rupees) 



1972-73 

Budget 

1972-73 
Rex ised 

1973-74 

Budget 

1. States’ share of Taxes 

& Duties 

1.053 

LOW) 

1,1 78 

Income Tax 

462 

492 

515 

Union Excise Duties 

5 S3 

566 

654 

Lslate Duty 

s 

S 

9 

2 Non-Plan Assistance 

S5S 

1,58(> 

986 

Ci rants 

292 

366 

300 

1 .oans 

566 

799 

686 

Ways & Means Assis- 




lance for clearance 

of overdrafts 


421 


5 Vssistancc lor State 




and Union Tcriton 

Plan Schemes 

734 

793 

864 

Ci rants 

237 

253 

259 

1 oans 

497 

540 

605 

4 Assistance for C entral 




Plan Schemes 
(including centrally 
sponsored schemes) 

399 

549 

373 

Grants 

360 

363 

322 

1 oans 

39 

IS6 

51 

5. Total Grants and 




Loans (2 ; 3 j 4) 

1,991 

2,928 

2,223 

Grants 

889 

982 

881 

Loans 

1,102 

1,946 

' 1,342 

6. Less Repayment of 




loans and advances 

760 

725 

'850 

7. Net Resources trans¬ 




ferred to State and 
Union Territory Go¬ 
vernments 

2.2S4 

3,269 

2,551 


N.B. The Union Terri lories included in thh Statement arc 
those with Legislatures. 

4 In addition, Rs 56 crorcs are provided lot Union Territories 
without Legislatures; thus, the total provision in the Budget 
lor State and Union Territory Plans will amount to Rs 920 
crorcs. 


1973-74 PLAN OUTLAY COMPARED TO 1972-73 
OUTLAY 

(In crorcs of rupees) 
1972-73 1973-74 


I. Central Plan (including Centrally 


sponsored Plan) 

1.787 

1,924 

2. Central assistance for Stale Plan and 

Union Territory Plan 

837 4 

920 

3. Total Plan provision in the Budget 

(1 12) 

2.624 

2,844 

4. Extra budgetary resources for Central 

Plan 

520 

518 

5. Total Central PIuil (1 -] 4) 

2,307 

2,442 

6. Total Slate and Union Territory Plan 

Outlay (financed from own resources 

as well as Central assistance) 

1,704 

1,914 

7. Total Central, State and Union Tern- 

tory Plan Outlay (5 j 6) 

4,011 

4,356 

8 Central Plan provision in the Budget 
by Heads of Development 

Agriculture and allied programmes 

27# 

250 

Irrigation and Hood control 

> 

5 

Power 

88 

115 

Industry and minerals 

545 

510 

Transport and communications 

465 

429 

Social services 

385 

445" 

Other programmes 

21 

20 

Advance action on f ilth Plan 


150 


1,787 

1,924 


'Includes Rs 55 crorcs of additional Central assistance lor State 
Plan during the year. 

‘ includes Rs 100 crorcs for Special Programmes lor educated 
unemployed. 



CARBORUNDUM 
UNIVERSAL LTD. 

Manufacturers of 
Quality Bonded and 
Coated Abrasives, 

Abrasive Grains, 

Calcined Bauxite and 

Super Refractories 

Madras • Bombay • Calcutta 
New Delhi 
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HARYANA FINANCIAL CORPORATION, CHANDIGARH 

GRANTS 

Financial Assistance on liberal terms to all industrial concerns engaged or 
to be engaged in manufacturing, preservation or processing of goods, mining, hotel, 
transport, maintenance, repair or servicing of machinery/vehicle/tractors, assembling, 
repairing or packing any article with the aid of machinery/power, fishing or providing 
special or technical knowledge or other services for the promotion of industrial 
growth. 


Maximum Limits : 


Purpose of loan: 

For creation of fixed assets and under special 
conditions for working capital also. 

Interest: 

For loans to small scale units uplo and 
including Rs. 5.00 lakhs. 

For loans to small scale units above Rs. 5.00 
lakhs. 

For loans to medium and large scale units. 

Margin : 

For small scale units : 

For Medium Scale Units : 


Rs. 30 lakhs for companies and Cooperatives and 
Rs. 15 lakhs for sole proprietary, partnership and 
.1. H. F. Concerns. 


ft. 50% p.a. 

9.75% p.a. to be reduced to 8.50% p.a. on the availabi¬ 
lity of refinance from l.D.B.I. 

9.75% p.a. to be reduced to 8.75% p.a. on the 
availability of refinance from l.D.B.I. 


Period of Repayment : Normally 10 years with grace period of 2 years. 

Backward Areas : 

Special concessions in margin and intercsi for industries m the identified Backward Areas, namely 
districts of Hissar, Mohindergarh and Jind. 

Generating Sets: 

Loans for purchase of generating sets are also granted on reduced margin of 20% and interest (S>, 8% 
p.a. against its hypothecation instead of registered mortgage. 

For detailed information please write or contact our Head Office : 17, 18 & 19 (Opp. 
L.I.C. Buildings). Sector 17-A, Chandigarh or branch office in Sector 7, Urban Estate, 
Faridabad or Sub Offices at 69-S, Model Town. Hissar and at Bhatia Nagar. Jagadhri 
Road, Yamunanagar (Distt. Ambala). 


Chandigarh 

Phones : 24891 & 26920 


N. R. SONI 

Secretary 


R. L. SUDHIR 

Managing Director 
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Finance Bill 1973: Proposals Explained 


Tm ifxt of the Oflicial memorandum explaining the 

provisions of the Finance Bill 1973 is given below: 


The provision in the Fin¬ 
ance Bill. 1973 in the sphere 
of direct taxes relate to the 
following matters: 

(i) Prescribing the rales of 
income-tax (including sur¬ 
charges) on incomes liable 
to tax for the assessment 
year 1973-74: the rates at 
which tax will be deductible 
at source during 1973-74 frojm 
interest (including interest on 
securities), dividends, salaries, 
insurance commission, win¬ 
nings from lotteries and cross¬ 
word puzzles and other cate¬ 
gories of income liable to 
such deduction under the In¬ 
come-tax Act: and the rales 
for computation of advance 
tax and charging of income- 
tax on current incomes in 
certain cases for ihc financial 
\ear 1973-74. 

(ii) Amendment of the In¬ 
come-tax Act, 1961 with a 
view to raising additional re¬ 
venue: providing greater lax 
incentive for savings; enlarg¬ 
ing the scope of the provi¬ 
sions for deduction of lax at 
source; providing for tax re¬ 
lief in respect of donations to 
approved sports associations 
and institution^: and a few 
other matters. 

(iii) Amendment of the 
Wealth-tax Act. 1957 with a 
view to prescribing higher 
rates of ordinary wealth-tax 
in the case of Hindu undivi¬ 
ded families with one or more 
members having independent 
net wealth exceeding Rs 1 
lakh. 

fiv) Amendment ot the 
Gift-tax Act, 1958 in order 
to provide for relief in respect 
of donations to approved 
sports associations and ins¬ 
titutions. 

(v) Amendment of the 
Companies (Profits) Surtax 
Act, 1964 with a view to ex¬ 
cluding debentures. other 
than long-term debentures, 
from the capital base for the 


purpose of determining the 
chargeable profits under that 
Act. 

(vi) Exemption from tax 
of the income of the ('redit 
Guarantee Corporation of 
India Limited for a 5-year 
period. /. / 

2. Ihc Bill broadly fol¬ 
lows the principle (adopted 
since 1967) that changes in 
the rates of tax as also other 
provisions of the tax laws 
should ordinarily be made 
operative prospectively in 
relation to current incomes 
and not in relation to incom¬ 
es of past year. The substan¬ 
ce of the main provisions in 
Ihc Bill relating to direct taxes 
is explained in the Iollowing 
paragraphs. 

I. Kates of income-tax in 
respect of incomes liable to 
tax for the assessment vear 

1973-74 

3. In respect of the in¬ 
comes of all categories of 
assessccs (corporate as well 
as non-corporate) liable to 
lax for the assessment year 
1973-74, the rates of income- 
tax under the Bill are the 
same as laid down in Part 
III of the First Schedule to 
the Finance Act, 1972 for 
purposes of computation of 
advance tax. deduction of 
tax at source from “Salaries" 
and retirement annuities pay¬ 
able to partners of registered 
firms engaged in specified 
professions and compulation 
of the tax payable in certain 
special cases during the fin¬ 
ancial year 1972-73. The 
rales of income-tax (including 
surcharges on income-tax) 
for the assessment year 1973- 
74 in the case of all catego¬ 
ries of taxpayers have been 
specified in Part l of the First 
Schedule to the Bill. 

II. Rates for deduction of 
tax at source during the 
financial year 1973-74 from 


incomes other than “Salaries" 

and retirement annuities. 

4. I he rates for deduction 
of tax at source during the 
financial year 1973-74 from 
incomes, other than “Sala¬ 
ries'* and retirement annuities 
payable to partners of regis¬ 
tered firms engaged in speci¬ 
fied professions, are set forth 
in Part II of the First Sche¬ 
dule to the Bill. In the con¬ 
text of the provision being 
made in the Income-tax Act 
for deduction of income-tax 
at source from insurance 
commission, the Bill lays 
down the rates for deduction 
of income-tax not only from 
interest on securities, other 
categories of interest, divi¬ 
dends, winnings from lotteries 
and crossword puz/Ies and 
other categories of non-salur* 
income of non-residents, bu; 
also for deduction of tax ai 
source from income by wav 
of insurance commission. Un¬ 
der another amendment sou¬ 
ght to be made in the Income- 
tax Act. co-operative socie¬ 
ties are being included in the 
categories of taxpayers who 
arc required to deduct tax 
at source from payments 
made to contractors in res¬ 
pect of works and labour 
contracts. The rates for de¬ 
duction of tax at Source pres¬ 
cribed in the Bill in respect 
of the categories of income 
which are already liable to 
such tax are the same as 
specified in Part 11 of the 
First Schedule to the Finance- 
Act. 1972 for purposes of de¬ 
duction of tax at source from 
such incomes during the fin- 
ancial year 1972-73. The new 
provisions for deduction of 
tax at source are explained 
in the following paragraphs. 

5. Payments in respect of 
insurance commission.— Un¬ 
der the new section 194L) 
proposed to be inserted in 
the Income-tax Act under 
clause 17 of the Bill, any 
person responsible for paying 
to a resident any income by 
way of insurance commission 
will be required to deduct in¬ 
come-tax at source at such 


tales as may be prescribed in 
the Finance Act of the rele¬ 
vant year. For this purpose, 
“insurance commission** will 
mean any income by way of 
remuneration or reward, whe¬ 
ther by way of commission 
or otherwise, for soliciting or 
procuring insurance business 
(including business relating 
to the continuance, renewal 
or revival of policies of in¬ 
surance). The deduction will 
have to be made at the time 
of the credit of the income 
to the account of, or the pay¬ 
ment thereof (by whatever 
mode to. the payee, which¬ 
ever is earlier. No deduc¬ 
tion will, however, be requir¬ 
ed to be made from insuran¬ 
ce commission "where such 
commission is credited or 
paid before 1st June, 1973. 

6. During the financial 
year 1973-74, tax will be de¬ 
ducted at source from insu¬ 
rance commission at the rate 
of KV/c. In view ol the am¬ 
endment proposed to be 
made in section 197 of the 
Income-tax Act under clause 
18 of the Bill, a taxpayer will 
be entitled to make an appli¬ 
cation to the Income-tax Of¬ 
ficer for issue of a certificate 
enabling him to receive insur¬ 
ance commission after de¬ 
duction of income-tax at a 
lower rate or without deduc¬ 
tion of income-tax at source, as 
may be justified in his case 
having regard to his total in¬ 
come. Where such certificate 
is issued, the person responsi¬ 
ble for paying insurance com¬ 
mission will be requited to 
deduct lax at the lower rate 
or make payment without 
deduction of tax, as may be 
authorised in the certificate. 

7. Consequential amend¬ 
ments have also been made 
to sections 198, 199. 200. 202, 
203, 204 and 205 of the In¬ 
come-tax Act relating to 
provisions in respect of tax 
deducted at source and sec¬ 
tions 209 and 215 of that Act 
relating to advance tax with 
a view to placing the tax de¬ 
ducted at source from insur¬ 
ance commission on a par 
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with tux deducted from other 
categories of income in other 
respects. 

8. Payments by co-opera¬ 
tive societies to contractors 
resident in India. - Under sec¬ 
tion 194C inserted in the 
Income-tax Act by the Fin¬ 
ance Act, 1972, income-tax 
is deductible at source from 
income comprised in pay¬ 
ments made by the Central 
Government or any State 
Government, local ’authori¬ 
ties. statutory corporations 
and cortipanies to contractors 
engaged for carrying out any 
work or for supplying labour 
for carrying out such work, 
at the rate of 2 c fi of such 
payments. Similarly, deduc¬ 
tion is made from pay men is 
made by contractors, other 
than individuals and Hindu 
undivided families, to sub¬ 
contractors at the rate of V/< 
of the payment. No deduc¬ 
tion is, however, required to 
be made if the consideration 
for the contract or the sub¬ 
contract does not exceed Rs 
5*000. In view of the amend¬ 
ment being made in the said 
section 194C, co-operative 
societies will be included in 
the categories of taxpayers 


who arc required to deduct 
tax at source from payments 
made by them to contractors. 
Accordingly, income-tax will 
now be deductible from pay¬ 
ments made by co-operative 
societies to contractors in res¬ 
pect of works and labour 
contracts, at the rate of 2 r /< 
of the payment and the con¬ 
tractors obtaining contracts 
from the co-operative socie¬ 
ties will, in turn, be required 
to deduct lax at source from 
payments made by them to 
sub-contractors, at the rate 
of \% of the payment. In 
view of a specific provision 
made in the said section 
194C. no deduction of lax 
will be made from payments 
made by co-operative socie¬ 
ties to contractors, or by 
contractors obtaining con¬ 
tracts from co-opcralive so¬ 
cieties to sub-conli actors, 
where the payment is made 
before 1st June. 1973. 

As the rales for deduction 
of tax at source in respect of 
payments to contractors and 
sub-contractors have been 
laid down in the Income-tax 
Act, no specific provision in 
this regard has been made in 


Part Jl of the First Schedule. 

Iff. Rates for deduction of 
fax at source from “Salaries’’, 
computation of advance tax 
and charging of income tax 
in special cases during the 
financial year 1973-74. 

9. Individuals. Hindu un¬ 
divided families and all other 
non-corporate taxpayers. - 
The rales for deduction of 
tax at source from “Salaries” 
in the case of individuals 
during the financial year 
1973-74 and also for compu¬ 
tation of advance tax pay¬ 
able during that year in the 
case of all categories of tax¬ 
payers have been specified in 
Part III of the First Schedule 
to the Bill, t hese rates are 
also applicable for deduction 
of tax at source during 1973- 
74 from retirement annuities 
payable to partners of regis¬ 
tered firms engaged in certain 
professions (chartered accoun¬ 
tants, solicitors, lawyers, etc.) 
and for charging income-tax 
during 1973-74 on current in¬ 
comes in special cases, e.g., 
provisional assessment of 
shipping profits arising in 
India to non-residents, assess¬ 
ment of persons leaving India 
for good during ihe assess¬ 
ment year 1973-74, assess¬ 
ment of persons who are 
likely to transfer property to 
avoid tax. etc. 

10. 'fhe rates specified in 
Part 111 of the First Schedule 
to the Bill in the case of all 
non-corporate taxpayers other 
than Hindu undivided fami¬ 
lies are the same as those spe¬ 
cified in Part I of the Fin4 
Schedule for the assessment 
of incomes liable to lax for 
the assessment year 1973-74. 
Fhe rales specified in the case 
of Hindu undivided families, 
however, vary in certain res¬ 
pects from the rates specified 
in Part 1 for the assessment 
of income liable to tax for 
the assessment year 1973-74. 
These variations arc explain¬ 
ed in paragraphs 11 and 12. 

Further, a special provision 
is being made for taking into 
account net agricultural in¬ 
come of individuals, Hindu 
undivided families, unregis¬ 
tered firms, associations of 
persons, bodies of individuals 


and artificial juridical persons 
for determination of the rate 
to be applied to their total 
income if such total income 
exceeds Rs 5,(XX). The man¬ 
ner in which the net agricul¬ 
tural income will be taken 
into account for iletcrminine 
such rates is explained in 
paragraphs 13 to 23. 

II. Hindu undivided fami¬ 
lies.—In view' of the position 
that the institution of Hindu 
undivided family has been 
widely used for tax avoidan¬ 
ce, it is proposed to restrict 
Ihe tax benefits which can be 
acquired through this insti¬ 
tution. The rates specified in 
Part III of the First Schedule 
to the Bill in the case of 
Hindu undivided families 
vary from the rates specified 
in Part 1 of the First Schedule 
for the assessment of incomes 
liable to tax for the assess¬ 
ment year 1973-74 in the fol¬ 
lowing respects: 

(i) A separate rale sche¬ 
dule has been prescribed in 
Sub-Paragraph Jl of Para¬ 
graph A of Part 111 of 
the First Schedule in the case 
of Hindu undivided families 
having one or more members 
with independent total income 
exceeding Rs 5,000. Under 
this rate schedule, the rate of 
tax applicable on various 
slabs of the taxable income 
will be the same as the rate 
of tax applicable to the next 
higher slab in the case of 
individuals, unregistered firms, 
etc., as also Hindu undivided 
families having no member 
with independent total in¬ 
come exceeding Rs 5.000. A 
uniform rale of surcharge 
equal to 159r will be appli¬ 
cable in the case of Hindu 
undivided families covered 
by' the aforesaid Sub-Para¬ 
graph. 

(ii) ihe higher exemption 
limit of Rs 7,000 applicable 
in the case of Certain Hindu 
undivided families is being 
reduced to Rs 5,000 obtain¬ 
ing in the case of individuals, 
unregistered firms, etc. The 
exemption limit of Rs 5,000 
will apply in the case of all 
Hindu undivided families. 

The rates of surcharge on 
income-tax in the case of 
Hindu undivided families 
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having no member with in¬ 
dependent total income ex¬ 
ceeding Rs 5,000 will, how¬ 
ever, remain at the existing 
levels, i.e., the rate of sur¬ 
charge will be J0% in cases 
where the total income does 
not exceed Rs 15,000 and 
15% where it exceeds that 
amount. 

12. The tabic below 
shows comparative incidence 
of tax (including surcharge) 
at selected levels of income 
in the case of Hindu undivi¬ 
ded families having one or 
more members with inde¬ 
pendent total income exceed¬ 
ing Rs 5,000 and those which 
have no such member. 

13. Individuals, Hindu un¬ 
divided families, unregistered 
firms, associations of persons, 
bodies of individuals and ar¬ 
tificial juridical persons hav¬ 
ing agricultural income. 
l'he Committee on Taxation 
of Agricultural Wealth and 
Income (Raj Committee) has 
suggested several measures 
for mobilising resources from 
the agricultural sector. One 
of its principal recommen¬ 
dations is that agricultural 
income derived by a tax¬ 
payer should be taken into 
account in determining the 
amount of tax payable by 
him on his non-agiicultural 
income. The Committee has 
suggested that agricultural 
and non-agricultural com¬ 
ponents of a taxpayer's in¬ 
come should be aggregated 
and the tax on the non-agri¬ 
cultural portion levied as if 
the latter were placed in the 
top slabs of the aggregate 
income. Integration of agri¬ 
cultural and non-agricultural 
incomes should take cITccl 
only if a taxpayer has tax¬ 
able non-agricultural income 
exceeding the minimum ex¬ 
emption limit laid down for 
the levy of income-tax. In 
determining the rate of tax 
on non-agricultural income, 
the agricultural income and 
non-agricultural income 
should be combined in the 
following manner and order: 

(i) The initial exemption 

allowed out of non-agri- 

cullural income; 

(ii) agricultural income; 1 

and 


(iii) balance of non-agri¬ 
cultural income. 

The Bill seeks to imple¬ 
ment the above recommen¬ 
dation of the Raj Commit¬ 
tee. 

14. A special provision is 
being made in the Bill for 
calculation of lax in the case 
of individuals. Hindu undivi¬ 
ded families, unregistered 
firms, associations of per¬ 
sons. bodies of individuals 
and artificial juridical per¬ 
sons where these categories 
of taxpayers have net agri¬ 
cultural income in addition 
to income chargeable to tax 
under the Income-tax Act 
and the income so charge¬ 
able exceeds Rs 5,000. In 
such cases, tax will be cal¬ 
culated in the following 
manner: 

fi) The agricultural and 
noil-agricultural compo¬ 
nents of the taxpayer's 
income will lirsl be aggre¬ 
gated and income-tax cal¬ 
culated on the aggregate 


as if such aggicgatc were 
the total income: 

(ii) income-tax will then 
be calculated on the net 
agricultural income as in¬ 
creased by an amount of 
Rs 5,000 as if such increas¬ 
ed net agricultural income 
wcie the total income; 

(iii) the amount by which 
the inconic-tax calculated 
under (i) exceeds the am¬ 
ount calculated under (ii) 
will lie the income-tax 
payable by the taxpayer 
on his total income. 

The cl Tec t of this will he 
that for the purposes of de¬ 
termining the amount of in¬ 
come-tax 

(a) the first Rs 5.000 of 
the non-agricultural in¬ 
come will be appropriat¬ 
ed to the lowest slab 
chargeable to lax at 
nil rate: 

(b) the agricultural 
component of the income 
will be appropriated to 


the middle slab** hut nr 
tax will be payaKj 
thereon; and 

(c) the balance of the 
non-agricultural income, 
which alone will he 
chargeable to tax, will 
be appropriated to the 
top slabs and charged 
to tax accordingly. 

15. The table on page 498 
shows the compaiativc inci¬ 
dence of tax at selected le¬ 
vels of total income at the 
rates proposed in the Bill in 
the case of an individual 
where (i) the individual has 
no agricultural income: (ii) 
where he has net agricultural 
income amounting to Rs 
5,000; (iii) where he has net 
agricultural income amount¬ 
ing to Rs 10,000; and (iv) 
where he has net agricultural 
income amounthm to Rs 
20 . 000 . 

16. Computation of net 
agricultural income. For 
purposes of calculating the 
tax in the case of individuals. 


Incidence of Tax at Selected Levels of Income in the Case of Hindu Undivided Families 


Income 


Tax (including sur¬ 
charge) at rates 
prescribed in the 
Bill in the case of 
a Hindu undivided 
family having one 
or more members 
with independent 
total income ex- 


Tax (including sur¬ 
charge) at rates 
prescribed in the 
Bill in the case of 
a Hindu undivided 
family having no 
members with in¬ 
dependent total in¬ 
come exceeding 


Excess Liability in 
the case of a Hindu 
undivided family 
having one or more 
members with in¬ 
dependent total 
income exceed inn 
Rs. 5,000 



ceeding Rs. 5.000 

Rs. 5,000 
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214 

10,000 
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12,500 
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1,018 
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15,000 

2,300 

1,485 

815 

20,000 

4,025 

2,875 

1,150 

25 000 

6,325 

4,600 

1,725 

30,000 

9,200 

6,900 

2,300 

40,000 

16,100 

12,650 

3.450 

50,000 

24,150 

19,550 

4,600 

60,000 

32.200 

26,450 

5,750 

70,000 

40,825 

34,500 

6,325 

.80,000 

40.450 

42,550 

6,900 

90,000 

58.650 

51,175 

7,475 

1,00.000 

67,850 

59.800 

8,050 

1,50,000 

1,16,725 

1,05 00 

10,925 

2,00,000 

1,65,600 

1,51,800 

13,800 

3,00,000 

2,63,350 

2,49,550 

13,800 

5,00,000 

4,58,850 

4,45,050 

13,800 
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Hindu undivided families, 
unregistered firms, associa¬ 
tions of persons, bodies of 
individuals and artificial ju¬ 
ridical persons who have 
net agricultural income in 
addition to the total income, 
the net agricultural income 
will he computed in accord¬ 
ance with the rules spec Hied 
in IV of the I irst ScL*- 
duie to the Bill. "Aenailtu- 
ud income" can broad I v b* 1 
classified as under. 

(at Kent or icvenue de¬ 
rived fiom land win*'!' 
is situated in India and 
is used ftu aerieuiluial 
purposes. 

lb) Income derived fiom 
such lam! by (il auncnl- 
lute, or (ii) the peifoi 
inance by a cullivaioi 
or receiver of icnl-in- 
kind of any process 01 - 
dinunly employed hx a 
cultivator or receiver 
iif rent-in-kind to lender 
the produce raised 01 
received by him lit to 
be taken to market. 01 
liii) the sale by such per 
son of the produce t.iis- 
ed or received h\ him 
in lespecl of which no 
process has been per* 
ionucd other than the 
process of the naluie 
referred to in hi) above 

(c) Income derived from 
am building owned 
and occupied rw the 
receiver of rent 01 ieve- 
nue of such laud, or oc¬ 
cupied In the cultivator 
01 I he receivei ol rent- 
m-kind. piovided I he 

building is used as a 
dwelling house or as a 
store-home «*r other out 
building 

Pail IV of the 1 irst Sche¬ 
dule contains rules fin com¬ 
pulation of agricultural in¬ 
come fiom the above sources, 
compulation of the share «*l 
agiieuHtiral income ol a 
partner ol a firm or a mem 
her of an association of pei 
soils or a body ol indivi¬ 
duals. special provisions in 
icspcci of income from com¬ 
posite business of growing 
and manufacturing tea and 
certain other ancillary mat¬ 
ters. The provisions of these 


rules are explained in the 
following paragraphs. 

17. Kent or revenue deriv¬ 
ed from agricultural land 
will be computed on the 
same basis as is adopted for 
computation of income char¬ 
geable under the head ‘In¬ 
come from other sources". 

I he broad effect of this pro¬ 
vision will be that am ex¬ 
penditure (not being in the 
nature of capital expenditure 
or personal expenses of the 
taxpayer) laid out or man- 
red wholly and e\chisivel\ 
for the purpose of earning 
the rent or revenue will be 
allowed as deduction in com¬ 
puting the rent oi revenue 
Irom agricultural land. 

IK. Income derived from 
agricultural operations, in¬ 
cluding the performance by 
a cultivator or receivei of 
.ent-in-kind of any process 
ordinarily employed by a 
cultivator or receiver of rent- 
in-kind to render the produce 
taised or received by him fit 
to be taken to market, will 
broadly be taxed as if iL were 
income chargeable to tax 
under the Income-tax Act 
under the head ‘ Profits and 
gains iif business or professi 
on". Agricultural house pro 
perty which is used as a 
sioi e-house or olhei out¬ 
building will be healed in 
die same manner as homo 
properly used for the pur¬ 
poses of business. 1 he broad 
alfecl of these provisions will 
be that expenditure (not be¬ 
ing expenditure in the nature 
of capital expenditure or per 
soiial expenses of the tax¬ 
payer) laid out or incurred 

vs holly and exclusively for 

purposes of carrying on ae- 
licultural operations wiil be 
allowed as deduction in com¬ 
puting the agricultural in¬ 

come. Depreciation will be 
admissible in respect of buil¬ 
dings. plant and machinery 
and 1 urnillire used for pur¬ 
poses of agricultmal opera¬ 
tions. Land revenue wili also 
be allowed as deduction but 
agricultural income-tax paid, 
if any, will not qualify for 
deduction. A deduction will 

also be allowed in respect of 
animals which have been 
used for agricultural opera¬ 
tions and have died or be-. 


come permanently useless 
for such purposes. Provisions 
relating to special lax incen¬ 
tives, e.g., development re¬ 
bate. expenditure on scienti¬ 
fic research will, however, not 
lie applicable. 

19. Income derived from 
agricultural house property 
which is used as a dwelling 
house by the receiver of rent 
or revenue or by the culti¬ 
vator or the receiver of rent- 
in-kind will be computed as 
if such income were charge¬ 
able to tax under the In¬ 
come-tax Act under the head 
"Income from house proper¬ 
ty". U is being. specilicalK 
piovided that where the ag¬ 
ricultural house property is 
occupied by the owner, the 
annual letting value of such 
property will he computed 
after allowing a deduction 
equal to one-hall of the an¬ 
nual value or Ks I .SOM*, 
whichever is less, subject to 


an over all ceiling of \0 c /< of 
his other agricultural income. 

20. Where a taxpayer .de¬ 
rives income from the busi¬ 
ness of salt* of tea grown or 
manufactured by him in 
India. GO* l of the incoftnc 
from such business as com¬ 
puted in accordance with rule 
X of the Income-tax Rules. 
1962 will be regarded as the 
agricultural income of the 
taxpayer. 

21. Lndcr the provisions ol 
the Bill, agricultural income 
derived by unregistered firms, 
associations of persons anil 
bodies of individuals having 
total income exceeding Rs 
\OU0 will be taken into ac¬ 
count in determining the tax 
payable by them "on their 
total income. Registered firms 
or unregistered firms which 
are assessed as registered 
firms tinder the special pro¬ 
visions contained in section 
183(h) of the Income-tax 


Comparative Incidence of Tax 


—« . 

3 o 
o u 
C o 


H -E 2.5 



3 « « 
C gos 

too O C 
C3 0J 4 — 


1 

Rs. 

5.000 

0,000 

7.500 

10,000 

12.500 
15.000 
20,000 
25.000 
30,000 
40,000 
50,000 
60,0(3) 
70,000 
80.0(H) 
90.000 

1,00,000 

1,50,000 

2,00,000 

2,50,000 

3,00,000 

5,00,000 

10 , 00.000 


2 

Rs. 

Nil 

110 

275 

550 

1,018 

1,485 

2.875 

4,600 

6 m) 

12,650 

19,550 

26,450 

34.500 

42.500 
51.175 
59,806 

1,05,800 
1,51.800 
2,00,675 
2,49,550 
4,45,050 
0,33,800 


Rs. 

Nil 
187 
468 
o 5 
1,664 
2,*25 

4,050 

6,350 

9,225 

15,550 

22.450 

.29.925 

37,975 

46,313 

54,938 

63,850 

1,09,850 

1.56.138 
2,05,013 
2,53.888 
4,49,387 

9.38.138 


4 

Rs. 

Nil 
332 
729 
1,390 
2,253 
3,115 
5,' 1 16 
8,290 
11,165 
I > ,065 
24,965 
33 015 
41,065 
49,690 
58,315 
67,515 
1,13,515 
1,60,090 
2,08,965 
2,57,840 
4,53,340 
9,42,090 


5 

Rs 

Nil 
460 
1,150 
2,300 
3,"38 
5,175 
8,050 

11,500 

14.950 
21,850 
29,900 

37.950 
46,575 
55,200 
64.400 
73,600 

1,19,600 

1.66.750 
2,15,625 
2.64, 00 
4,60,000 

9.48.750 


I ASTERN trOMiMlM 


498 


MARCH 9, 1973 



Act will be outside the pur¬ 
view of the aforesaid provi¬ 
sions. The position in the 
case of unregistered firms, 
associations of persons and 
bodies of individuals who 
have no income chargeable 
to tax under the Income-tax 
Act or whose income so 
chargeable does not exceed 
Rs 5.000 will also be similar. 
Specific provisions have, 
therefore, been made in the 
rules for taking the share 
of partners of such firms or 
members of such associations 
of persons or bodies of indi¬ 
viduals into account for de¬ 
termining the tax payable 
by partners or members on 
their non-agricultural in¬ 
come. K>r this purpose, the 
agricultural income or loss 
of the lirm will be computed 
in accordance with these 
rules and the share of a part¬ 
ner in the income or loss of 
the firm will be determined 
in the same manner as has 
been prescribed in ihc In¬ 
come-tax Act for computing 
a partner's share in the in¬ 
come of the firm chaigoaolc 


to income-tax. Similarly, the 
agricultural income or loss 
if an association o f pe.sons 
u* a body of individuals will 
be computed in accordance 
with these rules and the 
share of the taxpayer in the 
agricultural income or lo^s 
of the association or body 
will be regarded as the agri¬ 
cultural income or loss of 
the taxpayer. 

22. Losses incurred in ag¬ 
riculture will be allowed to 
be set ofT only against gains 
from agriculture. No set off 
will, however, be allowed in 
respect of the taxpayer's 
share in the agricultural loss 
of an unregistered firm which 
is not assessed as a register¬ 
ed firm under section 183(b) 
of the Income-tax Act or in 
the agricultural loss of an 
association of perons or 
body of individuals. Where 
the net result of the compu¬ 
tation of agricultural income 
from various sources as sta¬ 
ted above is a loss, such loss 
will be disregarded and the 
net agricultural income of 


the taxpayer for purposes 
of the rate schedule will be 
taken as nil. 

23. For purposes of com¬ 
putation of net agricultural 
income of an asscssee, the 
provisions of the Income-tax 
Act relating to procedures 
for assessment will apply, 
with necessary modifications, 
as they apply in relation to 
assessment of total incline 
under that Act. Further, the 
Income-tax Officer will have 
the same powers for this pur¬ 
pose as he has under the 
Income tax Act fur the as¬ 
sessment of total income. 

24. Life Insurance Corpo¬ 
ration of India and other 
companies.-The rates of 
income-tax (including sur¬ 
charge) applicable in the case 
of the Life Insurance Corpo¬ 
ration ol India and other 
companies fyr purposes of 
computation of advance tax 
payable during the financial 
year 1973-74 have been spe- 
citied in Paragraphs L and 
F of Part III of the Fii?t 


Schedule to the Bill respec¬ 
tively. The rates in the case 
of the Life Insurance Cor¬ 
poration are the same as the 
rates of income-tax. specified 
in Paragraph E of Pari I of 
the First Schedule for incom¬ 
es assessable for the assess¬ 
ment year 1973-74. The rates 
of income-tax in the case of 
other companies, however, 
vary from the rates specified 
in Part 1 in the following 
respects: 

(i) In the case of widely- 
held domestic compa¬ 
nies, the concessional 
rale of 45% which is at 
present applicable only 
in the case of widely- 
held domestic companies 
having total income not 
exceeding Rs 50,000 L 
being niadc applicable 
to such companies hav¬ 
ing a total income not 
exceeding Rs I lakh. 

(ii) In the case of close¬ 
ly-held industrial corn 
panics, the concessional 
rate of 55% which is at 
present applicable to 
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the first Rs 10 lakhs of Unit-linked Insurance Plan 

the total income is be- and 10-Year and 15-Year 

ing restricted to the first Cumulative Time Deposit 

Rs 2 lakhs of total in- Accounts qualify for tax re- 

come. lief. In the case of Hindu 

j . . undivided families, long-term 

I he rate of surcharge on savings effected through in- 

income-tax in the case of surance policies on the life 

companies will continue at 0 f an y member of the family 

the existing level of 5#. qualify for tax relief. In the 

[Clauses 2, 3(a), 16, 17, IS case of an assessee, being an 

and 19 and the First schedule] association of persons or 

body of individuals consist- 
IV. Proposed amendments ing only of husband and 

to the Income-tax Act wife governed by the system 

of community of property in 
25. Deduction in respect force in the Union territories 

of long-term savings through of Dadra and Nagar Havcli 

specified media,.—Under the and Cioa. Daman and Diu, 

existing provisions of the long-term savings through, 

Income-tax Act, tax relief is life insurance or defeired 

allowed in respect of Jong- annuity policies on the life 

term savings effected by ccr- of any member of such asso- 

lain categories of taxpayers ciation or body or on the life 

out of their income. In the of any child of either mem- 

case of an individual, long- ber, as also through the 

term savings through life in- public Provident Fund, Unit- 

surance or deferred annuity linked Insurance Plan and 

policies on the life of the 10-Year and 15-Year Cunui- 

individual, his spouse or lative Time Deposit Ac- 

child, certain provident funds counts, qualify for tax relief, 

and superannuation funds. The tax relief, in all cases. 
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is allowed by deducting the 
whole of the first Rs 1,000 
of the qualifying savings 
plus 50% of the next Rs 
4,000 plus 40% of the re¬ 
mainder of such savings, in 
computing the taxable in¬ 
come of the assessee. 

26. With a view to provid¬ 
ing a further incentive for 
effecting long-term savings, 
particularly by taxpaycis in 
the middle income brackets, 
the quantum of the deduc¬ 
tion in respect of long-term 
savings is proposed to be 
varied so as to allow a de¬ 
duction of the whole of llie 
first Rs 2,000 of the qualify¬ 
ing savings plus 50% of the 
next Rs .1,000 plus 40% of 
the remainder of such sav¬ 
ings. This will mean that in 
the case of a person who sa¬ 
ves Rs.2,000 or less, the 
whole of the qualifying sav¬ 
ings will be allowed as a de¬ 
duction from his taxable in¬ 
come. In the case of a per¬ 
son who saves Rs.2,000 or 
more, the amount of the de¬ 
duction will increase by Rs 
500 as compared to the po¬ 
sition under the existing pro¬ 
vision. 

27. The change set forth 
in the preceding paragraph 
will take effect from 1-4- 
1974 and will accordingly 
apply for the assessment 
year 1974-75 in relation to 
the income of the financial 
year 1973-74 or other ac¬ 
counting year corresponding 
to it. 

[i Clause 8(a)] 

28. Relief from tax on 
capital gain arising on the 
transfer by way of compul¬ 
sory acquisition of lands and 
buildings in certain cases.— 
It is proposed to provide re¬ 
lief from tax, m the case of 
persons owning industrial 
undertakings, in respect of 
capital gain arising on com¬ 
pulsory acquisition of any 
land or building used by 
them for the purposes of 
the business of the under¬ 
taking. The relief will be 
available in cases where the 
land or 'building which is 
acquired was used by the 
taxpayer for the purposes of 


the business of the industrial 
undertaking during the two 
years immediately preceding 
the date of compulsory ac¬ 
quisition and the taxpayer 
purchases any other land or 
building or constructs any 
other b;iildinv r . within three 
years from the date of com- 
pulsorv acquisition, for the 
purposes of shifting oi re¬ 
establishing the industrial 
undertaking or seating up 
another industrial undertak¬ 
ing. In sue ii cases, the capi¬ 
tal gain will not be charged 
to tax to the extent ii is uti¬ 
lised for purchasing or, as 
the case may be, construct- j 
ing the new asset. Where the 
amount of the capital gain 
exceeds the cost of purchase 
or construction, only the ex¬ 
cess amount will be charge¬ 
able to tax. This conces¬ 
sion will, howe.ei, be f cr- 
feiled if 'he taxpayer trans¬ 
fers the new asset within a 
period of three years from 
the. dale of ilr. purchase or 
construction. 

29. A taxpayer whose land 
or building is compulsorily 
acquired may sometimes not 
be in a position to purchase 
other land or building or 
construct other building for 
the purposes of shifting or 
re-establishing the industrial 
undertaking or setting up 
another industrial undertak¬ 
ing before the completion of 
the assessment lor the assess¬ 
ment year in which the ca¬ 
pital gain arising from com¬ 
pulsory acquisition of his 
land or building is charged 
to tax. In such cases, capital 
gain arising on compulsory 
acquisition will have to b* 
included in the assessment 
of the taxpayer for the rele¬ 
vant assessment year. How¬ 
ever, if after completion of 
the assessment, the taxpayer 
purchases another land or 
building or constructs a new 
building within the specified 
period of threo years, it is 
but fair that the benefit of 
the proposed tax concession 
should be allowed to him by 
amending the assessment or¬ 
der made earlier. According¬ 
ly. a provision is being made 
to the effect that, in such 
cases, the Income-tax Officer 
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will amend the assessment 
order made by him so as to 
exclude the amount of the 
capital gain not chargeable 
to tax in accordance with the 
proposed provision. The pe¬ 
riod of limitation of four 
years for amending an assess¬ 
ment order laid down in the 
Income-tax Act will, in such 
cases, run from the date of 
the assessment order for the 
year in which the capital 
gain arising on the transfer 
by way of compulsory acqui¬ 
sition is charged to tax. 

30. I hese changes will 
lake effect from 1st April. 
1974 and will accoidmgly 
apply to the assessment year 
19/4-75 and subsequent 
yea is 

f C/ausex 6 > 7 and 15 b] 

31. Amendment of assess¬ 
ment order for excluding 
capital gain arising from 
transfer of agricultural land 
in certain circumstances. - 
Under a provision made in 
the Income-tux Act by the 
Finance Act, 1970, tax relief 
is provided, in certain cir¬ 
cumstances. in respect of 
capital gain arising from 
transfer of land which in the 
two years immediately pre¬ 
ceding the date of transfer 
was being used by the tax¬ 
payer or his parent for agri¬ 
cultural purposes. Under this 
provision, such capital gain 
is not charged to tax to the 
extent it is utilised by the 
taxpayer within a period of 
two years after the date of 
transfer for purchasing any 
other land for being used for 
agricultural purposes. Where 
the amount of the capital 
gain exceeds the cost of ac¬ 
quisition of the new land, 
only the excess is chargeable 
to tax. A taxpayer may. 
sometimes, not be in a posi¬ 
tion to purchase another agri¬ 
cultural land before the com¬ 
pletion of the assessment for 
the assessment year in which 
the capital gain arising from 
the transfer of agricultural 
land is charged to tax. With 
a view to ensuring that the 
existing tax concession is 
not denied in cases where 
the tiew land is purchased 
by the taxpayer after the 


completion of the assessment 
for the relevant assessment 
year, but within the specified 
period of two years, it is 
proposed to make a specific 
provision in the Income-tax 
Act that, in such cases, the 
Income-tax Officer will 
amend the order of assess¬ 
ment so as to exclude the 
amount of capital gain not 
chargeable to tax. For the 
purposes of this provision, 
the four-year period of limi¬ 
tation for amending the or¬ 
der of assessment laid down 
in the income-tax Act will 
be reckoned from the date 
of the assessment order for 
the year in which the capital 
gain is charged to tax. 

32. This amendment will 
take effect, retrospectively, 
from 1st April, 1970. that is, 
the date from which the exis¬ 
ting tax concession was in¬ 
troduced in the Income-tax 
Act by the Finance Act. 
1970. 

[Clause 15(a)] 

33. fax concession in res¬ 
pect of donations made to 
sports associations and ins¬ 
titutions approved by Gov¬ 
ernment.—Under an existing 
provision in the Income-tax 
Act. a taxpayer is entitled, 
subject to certain conditions, 
to a deduction in the compu¬ 
tation of his taxable income 
of a specified percentage of 
the donations made by him 
to certain funds or charitable 
institutions, or for the repair 
or renovation of any temple, 
mosque, gurudwara, church 
or other place of worship, 
which is notified by the Cen¬ 
tral Government for the pur¬ 
poses of this provision. The 
deduction is equal to 50 per 
cent, of the amount of the 
qualifying donations in the 
case of a company and 55 
per cent of such amount in 
the case of other categories 
of taxpayers. Donations made 
by taxpayers to sports asso¬ 
ciations and institutions, 
however, do not qualify for 
tax relief under this provi¬ 
sion as the mere promotion 
of any game or sport is not 
regarded as a “charitable 
purpose”. With a view to 
providing an incentive to 


taxpayers to make more li¬ 
beral donations to associa¬ 
tions and institutions estab¬ 
lished in India for promotion 
of specified sports and gam¬ 
es and which are approved 
by the Central Government 
for the purposes of section 
10(23) of the Jncomc-tax Act. 
it is proposed to make a pro¬ 
vision in the Income-tax Act 
to secure that donations made 
by taxpayers to such approv¬ 
ed associations or institutions 
are regarded as donations 
made to chraitable institu¬ 
tions and qualify for tax 
concession accordingly. In 
this connection, it may be 
mentioned that sports asso¬ 
ciations and institutions ap¬ 
proved by the Central Gov¬ 
ernment for the purposes of 
section 10(23) of the Income- 
tax Act already enjoy exemp¬ 
tion from income-tax in res¬ 
pect of their own income. 

34. The proposal amend¬ 
ment will take effect from 
1st April, 1974 and will ac¬ 
cordingly apply to the as¬ 


sessment for the assessment 
year 1974-75 and subsequent 
years. 

(Clause 9) 

35. Withdrawal of existing 
condition regarding number 
and types of rooms, etc. for 
purposes of ‘tax holiday’ 
concession in the case of 
approval hotels. • Indian 

companies carrying on the 

business of a hotel approval 
by the Central Government 
arc entitled to the 5-year 
'tax holiday’ concession, if 
diey fulfil certain conditions 
specified in this behalf in the 
Income-tax Act. One of the 
conditions laid down in the 
law is that the hotel should 
have such number and types 
of guest rooms and should 
provide such amenities as 
may be prescribed in rules 
made by the Central Board 
ot Direct Faxes, having reg¬ 
ard to the population and the 
tourist importance of the 
place in which the hotel is 
located. Rule 1H the In¬ 
come-tax Rules, 1962 made 
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by the Central Board of Di¬ 
rect Taxes provides that a 
hotel should have not less 
than 50 guest rooms with at¬ 
tached bath rooms equipped 
with modern sanitary tiding? 
if it is situated in a town 
with a population of live 
lakhs or more and not less 
than 25 such guest rooms if 
it is situated in a town units 
a population of less than live 
lakhs. I he existence of a rigid 
condition regarding the num¬ 
ber of rooms, etc. could, 
sometimes, result in the de¬ 
nial of the tax concession to 
small hotels which may 
otherwise be of an adequate¬ 
ly high standard to cater to 
the needs of foreign tourists. 
It is, therefore, proposed to 
omit the condition that for 
the purposes of the ‘tax holi¬ 
day’ concession the hotel 
should have the prescribed 
number and types of guest 
rooms and amenities. 

36. The amendment will 
take effect from 1st April, 
1974 and will accordingly 
apply in relation to the as¬ 
sessments for the assessment 
year 1974-75 ami subsequent 
years. 

(Clause JO) 

37. Enlargement of the 
scope of ‘short-term’ capital 
gains:—Under the existing law, 
gains arising from the sale or 
transfer of any capital asset 
held by a taxpayer for not 
more than twenty-four months 
prior to the sale or transfer are 
treated as capital gains relating 
to short-term capital assets and 
are chargeable to tax as ordi¬ 
nary income. Gains arising 
from the sale or transfer of capi¬ 
tal assets held by the taxpayer 
for more than twentytour mon¬ 
ths are treated as ‘long-term’ 
capital gains, and charged to 
tax on a concessional basis. It 
is proposed to enlarge the sco- 

e of ‘short-term’ capital gains 

y providing that gains arising 
from the sale or transfer of any 
capital asset held by a taxpayer 
for not more than sixty months 
prior to the date of sale or 
transfer will be treated as capi¬ 
tal gains relating to ‘short-term’ 
capital assets. 

38. In order to encourage 
remittances under the National 
Defence Remittance Scheme 


(instituted by the Central 
Government in October, 1965), 
a specific provision was made 
in the Income-tax Act to secure 
that the capital gains arising 
from the transfer of bank certi¬ 
ficates evidencing remittance 
of moneys from any foreign 
country to India would be char¬ 
ged to tax on the concessional 
basis applicable to long-term’ 
capital gains, and not as ‘short¬ 
term’ capital gains. As the 
National Defence Remittance 
Scheme has not been in opera¬ 
tion for some years, the provi¬ 
sion in the Income-tax Act rela¬ 
ting to the concessional tax 
treatment of bank certificates 
received under the Scheme, is 
proposed to be omitted as it 
has now become otiose. 

39. The above changes will 
take effect from 1st April, 1947 
and will accordingly apply in 
relation to assessments for 
the assessment year 1974-75 
and subsequent years. 

[Clause 3 (6)] 

40. Taxation of manage¬ 
ment compensation as profits 
and gains of business.—Several 
laws have been enacted in the 
last two years for taking over 
the management of industrial 
undertakings, mines, insurance 
companies, etc. pending their 
final take over by Government. 
These laws provide for the pay¬ 
ment of compensation in res¬ 
pect of the vesting in the 
Government of the manage¬ 
ment of the business of the 
industrial undertaking, etc. 
taken over by the Government. 
A doubt has been raised regar¬ 
ding the taxability of the mana¬ 
gement compensation paid by 
Government in such cases. 
With a view to clarifying the 
position, it is proposed to make 
a specific provision in the In¬ 
come-tax Act, retrospectively, 
from 1st April, 1972 to the 
effect that any compensation or 
other payment, due to, or 
received by, any person for the 
vesting in the Government (or 
in any corporation owned or 
controlled by the Government) 
of the management of the busi¬ 
ness or property of a taxpayer 
will be chargeable to income- 
tax as profits and gains of 
business. 

41. Consequential amend¬ 
ments arc also being made in 


sections 80S and 112A of the 
Income-tax Act. The effect of 
the amendment to section 80S 
will be that the deduction of 
25 per cent, allowed in compu¬ 
ting the income by way of 
compensation for termination of 
managing agency, etc. will not 
be admissible in relation to 
management compensation. The 
amendment to section 112A 
will secure that the management 
compensation will be' included 
in the total income of the tax¬ 
payer for the purposes of cal¬ 
culating tax payable in respect 
of interest on National Savings 
Certificates (First Issue) or the 
Bank scries of such certificates. 
These amendments will also 
take effect from 1st April, 1972 
and will accordingly apply in 
relation to the assessment year 
1972-73 and subsequent years. 

(Clauses 4 t 11 and 14) 

42. Amendment of provision 
for grant of export markets 
development allowance so as to 
bring out the intention under¬ 
lying the said provision.—The 
Finance Act, 1968 introduced 
a new provision in the Income- 
tax Act under which domestic 
companies and resident non. 
corporate taxpayers, incurring 
expenditure under specified 
heads for development of ex¬ 
port markets for Indian goods 
on a long-term basis, are en¬ 
titled to an export markets 
development allowance in the 
computaton of their taxable 
profits. This allowncc consists 
of a weighted deduction in an 
amount equal to l-l/3rd times 
the amount of the qualifying 
expenditure. One of the heads 
of expenditure specified in the 
relevant provision as qualifying 
for the weighted deduction re¬ 
lates to expenditure incurred on 
‘distribution, supply or provi¬ 
sion outside India* of the goods 
services or facilities dealt in or 
provided by the taxpayer in the 
course of his business. Another 
head of expenditure qualifying 
for the weighted deduction re¬ 
lates to expenditure incurred 
on ‘performance of services 
outside India* in connection 
with, or incidental to, the exe¬ 
cution of any contract for the 
supply outside India of such 
goods, services or facilities. 

These provisions are susce¬ 
ptible of tWinterpretation that 
in the case of taxpayers enga¬ 


ged in the business of operating 
ships or aircraft, expenditure 
incurred on the transportation 
outside India of passengers, 
cargo, etc. (e.g., expenditure on 
purchase of fuel and lubricants) 
will qualify for the weighted 
deduction. Similarly, it is also 
possible for a travel agent to 
claim that expenditure incurred 
by him on the carriage of, or 
making arrangement for the 
carriage of passengers outside 
India, is also eligible for the 
weighted deduction. As such 
interpretation of the relevant 
provisions would not be in con¬ 
formity with the intention 
underlying these provisions, it 
is proposed to amend the rele¬ 
vant section so as to make it 
clear that expenditure incurred 
by a taxpayer engaged in the 
business of operating any ship 
or other vessel, aircraft or 
vehicle, or the carriage of, or 
making arrangements for the 
carriage of, passengers, live¬ 
stock, mail or goods, on or in 
relation to such operations, 
carriage or arrangements for 
carriage will not be regarded 
as expenditure incurred on the 
supply outside India of goods, 
services or facilities. 

43. This amendment will 
take effect, retrospectively, 
from 1st April, 1958, i.e., the 
date from which the relevant 
provision was introduced in 
the Income-tax Act. 

(Clause 5) 

44. Withdrawal of tax 
concession in respect of sums 
paid under contract for defer¬ 
red annuity,—Under the exis¬ 
ting provisions of the Income- 
tax Act, any sum paid by an 
individual under a contract for 
a deferred annuity on his life 
or on the life of his or her 
spouse or child qualifies for tax 
relief in the same manner as 
life insurance premia, contribu¬ 
tions to provident funds, etc. 
In the case of an assessee, being 
an association of persons or a 
body of individuals consisting 
only of husband and wife 
governed by the system of 
community of property in force 
in the Union territories of 
Dadra and Nagar Haveli, Goa. 
Daman and Diu, sums paid 
under a contract for a deferred 
annuity on the life of any mem¬ 
ber of such association or body 
or on the life of any child of 
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cither member, likewise, qualify 
for tax relief. This concession 
has been made available even 
in cases where the contract for 
deferred annuity contains a 
provision for the exercise by 
the insured of an option to 
receive cash payment in lieu of 
the payment of annuity. As 
the provision for a cash option 
defeats the purpose of an 
annuity, it is proposed to spe¬ 
cifically provide that payments 
made under contracts for 
deferred annuities will qualify 
for tax concession only if the 
contract does not contain a 
provision for the exercise by 
the insured of an option to 
receive a cash payment in lieu 
of the payment of the annuity. 

45. The amendment will 
take cl feet from 1st April, 1974 
and will accordingly apply to 
the assessments for the assess¬ 
ment year 1974-75 and subs- 
quent years. 

[Clause 8(b )] 

46. Amendment of provi¬ 
sions relating to levy of addi¬ 
tional tax on undistributed 
income in the case of closely- 
held companies. —Under sec¬ 
tion 104 of the Income-tax Act, 
closely held companies arc re¬ 
quired (subject to certain excep¬ 
tions) to distribute dividends 
up to the statutory percentage 
of their distributable income 
within a period of twelve 
months immediately following 
the expiry of the accounting 
year. If a closely-held com¬ 
pany fails t< v comply with this 
requirement, it is liable to pay 
additional income-tax at a spe¬ 
cified percentage of the distri¬ 
butable income as reduced by 
the amount of the dividends 
actually distributed, if any. In 
the case of Commissioner of 
Income-tax v. Abdul Rahim 
Osman and Company (India) 
(P) Ltd., the Supreme Court 
has recently held that for the 
purposes of levying additional 
income-tax (under a similar 
provision contained in the 
Indian Income-tax Act, 1922), 
dividends declared by a com¬ 
pany after the expiry of the said 
period of twelve months but 
before an order under this pro¬ 
vision is made should be taken 
into account. As the interpre¬ 
tation placed by the Supreme 
Court is not in conformity 
with the intention underlying 


the relevant provision, it is 
proposed to amend section 104 
of the Income-tax Act to secure 
that dividends distributed by a 
closely-held company after the 
expiry of twelve months from 
the end of the accounting year 
will not be taken into account 
for purposes of levying addi¬ 
tional income-tax under this 
provision. Certain consequen¬ 
tial amendments are also pro¬ 
posed to be made in section 
105 of the Income-tax Act. 

47. These amendments 
will take effect from 1st April, 
1974 and will accordingly 
apply in relation to the assess¬ 
ment year 1974-75 and subse¬ 
quent years. 

(Clause Hand 13) 

V. Proposed amendment to the 
Wealth-tax Act, 1957 

48. Separate rate schedule 
for ordinary wealth-tax in the 
case of certain Hindu undivi¬ 
ded families.—Under the exis¬ 
ting provisions of the Wealth- 
tax Act, the rates of ordinary 
wealth-tax in the case of indi¬ 
viduals and Hindu undivided 
families range from 1 % on the 
first slab of net wealth up to 
Rs 5 lakhs to a maximum of 
8% on the slab of net wealth 
over Rs. 15 lakhs. No wealth- 
tax is, however, payable where 
the net wealth does not exceed 


Rs J lakh in the case of an 
individual and Rs 2 lakhs in 
the case of a Hindu undivided 
family. A new rate schedule 
of ordinary wealth-tax is being 
prescribed in the case of Hindu 
undivided families having one 
or more members with indepen¬ 
dent net wealth exceeding Rs 
J lakh, i.e., the maximum 
amount not chargeable to 
wealth-tax in the case of an 
individual. The ratej of ordi¬ 
nary wealth-tax applicable in 
the case of such Hindu undivi¬ 
ded families will be as follows 
On the first Rs. 5,00,000 
of net wealth ... 2% 

On the next Rs. 5,00,000 
of net wealth ... 3 % 

On the balance of net 
wealth, i.e., net wealth in 
excess of Rs. 10,00,000 8%, 

No wealth-lax will, however, be 
payable in a case where the 
net wealth of the Hindu undi¬ 
vided family does not exceed 
Rs 2 lakhs, ft is also being 
provided, by way of marginal 
relief, that ordinary wealth- 
tax payable shall not exceed 
10% of the amount by which 
the net wealth exceeds Rs 
2 lakhs. 

49. The Table below shows 
the comparative incidence of 


ordinary wealth-tax in the case 
of Hindu undivided families 
having one or more members 
with independent net wealth 
exceeding Rs 1 lakh and those 
having no such member. 

50. The new rate schedule 
in the case of Hindu undivided 
families having one or more 
members with independent net 
wealth exceeding Rs l lakh 
will take effect from 1st April, 
1974 and will accordingly apply 
in relation to assessment year 
1974-75 and subsequent years. 
The rates of wealth-tax in the 
case of individuals as also 
Hindu undivided families 
having no member with 
independent net wealth excee¬ 
ding Rs I lakh will continue 
at the existing levels. 

(Clause 20) 

VI. Proposed amendment to 
the Gift-tax Act; 1958. 

51. Under an existing pro¬ 
vision in the Gift-tax Act, gifts 
made to institutions or funds 
established for charitable pur¬ 
pose are not charged to gift- 
tax if the institution or fund 
satisfies the conditions laid 
down in section 8(Ki of the 
Income-tax Act for the pur¬ 
poses of tax relief under that 
Act in respect of donations 
nvide to such institutions or 
funds. Under an amendment 
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proposed to be made in the 
Income-tax Act by clause 9 of 
the Bill, donations made by 
taxpayers to associations or 
institutions established in India 
for the promotion of sports 
and games and which are 
approved for purposes of 
section 10(23) of that Act will 
be regarded as donations made 
to a charitable institution and 
qualify for tax relief admissible 
under section HOG of that Act. 
It is also proposed to make a 
similar amendment in the Gift- 
tax Act to secure that gifts 
made to 'such approved asso¬ 
ciations or institutions are also 
exempt from gift-tax. 

52. This amendment will 
take effect from 1st April, 1974 
and will accordingly apply in 
relation to the assessment year 
1974-75 and subsequent years. 

{Clause 2D 

VI1. Proposed Amendment to 
the Companies (Profits) Surtax 
Act, 1964. 

52. Under the Companies 
(Profits) Surtax Act, surtax is 


levied at specified rates on so 
much of the chargeable profits 
of a company as exceed the 
statutory eduction. The term 
“statutory deduction” means 
an amount equal to 10 per cent 
of the capital of the company 
as computed in accordance with 
the relevant provisions of that 
Act or an amount of Rs 2 
lakhs, whichever is greater. 
Broadly, the capital of a com¬ 
pany is taken to be the aggre¬ 
gate, as on the first day of the 
relevant accounting year, of 

(a) its paid-up share capital, 

(b) its reserves (including de¬ 
velopment rebate reserve), (c) 
its debentures , if any, and (d) 
any moneys borrowed on a 
long-term basis from Govern¬ 
ment or other specified sources. 
A doubt has been raised 
that in the absence of a 
specific definition of the word 
“debentures” in the Companies 
(Profits) Surtax Act, it would be 
construed widely to include 
even a bond or other document 
executed by a company as an 
acknowledgement of an exist¬ 
ing debt or as a collateral se¬ 


curity for the purposes of ob¬ 
taining short-term loans or 
even bank overdraft. As such 
an interpretation would be 
contrary to the underlying 
intention, it is proposed to 
make certain amendments in 
the Companies (Profits) Surtax 
Act, to clarify that the deben¬ 
tures of a company will be 
taken into account for comput¬ 
ing its capital for the purposes 
of surtax, only if they arc issued 
to the public and, according to 
the terms and conditions of 
their issue, are not redeemable 
before the expiry of a period 
of seven years. 

54. These amendments will 
take effect from 1st April, 
1974 and will accordingly apply 
in relation to the assessments 
for the assessment year 1974- 
75 and subsequent years. 

{Clause 22) 

VIII. Miscellaneous Provisions 

55. Credit Guarantee Cor¬ 
poration of India Ltd.—The 

Credit Guarantee Corporation 


of India Ltd. is registered as a 
company under the Companies 
Act, 1956. Approximately 
55% of its paid-up capital is 
held by the Reserve Bank of 
India and the remaining by the 
State Bank of India and its sub¬ 
sidiaries, nationalised banks 
and other banking and 
financial institutions. The cor¬ 
poration guarantees loans ad¬ 
vanced by banks and financial 
institutions to small borro¬ 
wers in the priority and other 
sectors which had remained re¬ 
latively neglected. The Cor¬ 
poration serves a desirable 
socio-economic purpose and 
with a view to enabling it to 
perform its functions effective¬ 
ly and to build up its reserves, 
it is proposed to make an in¬ 
dependent provision in the 
Finance Bill, retrospectively, 
from 1st April, 1972 so as to 
exempt from income-tax and 
surtax the income of the Cor¬ 
poration for a 5-ycar period 
covering the assessment years 
1972-73 to 1976-77 (both in¬ 
clusive). 

(Clause 23) 
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202/203, Mount Road, Madras-2 

Brtnch** 

Bangalore. Ootacamund, Tiruchirepelli. 
Secunderabad. 

% 304 A 




A ... 

\ Gj BBSS ijk 

Power that remains unfailing 
throughout. Power that keeps 
the vehicle going all the time, 
very economically. 



reliability, Perkins Diesel 
never lets you down. 


< 

Perkins has ail that you have 
wanted in an engine for a 
transport vehicle. 
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TAMIL NADU has the wealth 

SIPCOT HAS THE KEYS 




These make it easier 
and more profitable for you 1 


Tamil Nadu has the ideal climate 
for investment. SIPCOT Offers financial 
assistance and a package of 
powerful incentives for setting up 
medium and major industries. 



Far a fra* bookht of details. piaasa mite to 
Senior Development Officer, 

STATE INDUSTRIES PROMOTION CORPORATION OF TAMIL NAOU LIMITED. 

Meco House, 11 A/1 Anna Salat, Madras-2. 
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lUfl-NCi^UAffJ 


Priority development and the 
international bank 




^ \ vDllli 




Self-reliance 
through farm 
mechanization... 

a priority issue at 

National and Grindlays 


National and Grindlays has been financing 
y the growth of priority industries engaged 
in farm mechanization, communication, 
u transport, exports, etc., and thus helping 
=£ the nation achieve self-reliance 


% 


NATIONAL 

AND 

GRINDLAYS 
BANK LIMITED 
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CUSTOMS 

A. Increases in the Rates of Import Duty 

I he rates of import duty on the items given in Table I below have been increased 


Tabll I 

(Rs lakhs) 


s. 

Item No. in the Import 

Brief description of 

Present effective rate of 

Proposed effective rate 

Additional 

No 

Schedule to the Indian 

goods 

duty 

of duty 

revenue 


Tarilf Act 




expected per 






annum 

(I) 

(2) 

(3) 

(4) 

(5) 

(6) 

1 

29 

U nex posed cincmat ogi aph 

15 paise per linear 

50 paise per linear 

230 



films. 

metre. 

metre. 


2 

46(3) 

Raw cotton 

10 paise per ku 

40°,; 

4000 

3 

47(2) 

Nylon filament and yarn for 60° 

100 ?,, 

100 



lyre manufacture. 




4 

63<20A) 

Stainless steel 






(i) plates 

30%, 

60%) 




(ii) sheets 

100% 

200% y 

900 



(iii) strips 

.30%, 

6 ()%J 


> 

64( 1), 64(2) 

Copper 

30%. 

40% 

500 

6 

72, 72 A, 72(1). 72(2). 

Machinery and allied article 1 

10% 

40 % 

4000 


72(3). etc. 







Total 



9730 


B. Revision of GATT-Bound Rates of Import Duty 

IVtiding re-negotiations wiili the concerned contracting parties, the GATT-bound rates of duty on about 25 articles have been 
cMscd to the extent necessary for the rationalisation ol the rate structure of the import Tarilf. Details of the increases in duty 
>n any article where the additional revenue expected is Rs. 100 lakhs or more in a full year are given in Table-H below. 


1 AIM L II 


SI 

Item No. in the Import 

Brief description of goods 

j<> 

Schedule to the Indian 
TarilT Act 

ID 

(2) 

(V 

l. 

15(3) 

Tallow 

"> 

30(1 )(c) 30(13) 

Certain coal tar dyes 

3. 

43 

Wood pulp 

4 

63(30) 

High speed and alloy steel 

5 

82(3) & 2N 

Certain raw materials for the 
plastic industry. 

(> 

Various others 


Total : 


(Rs lakhs 


Present effective rate 
of duty 

Proposed effective rate 
of duty 

Additional 
revenue 
expected 
per annum 

(4) 

<5) 

(6) 


Nil 

30% 

400 

IO%,/20%. 

60% 

170 

15% 

40% 

360 

15% 

30% 

160 

25 "i/45 %, 

60%/l00%, 

320 

Different rates 

40°,;. 60",,, |(K)• „ 

460 



1870 


C. Auxiliary Duties of Customs 

li) At ihe rate of 5';,; of the value on articles which arc free or on which the effective rate of basic customs 
duty is less than 60% ad valorem or which are subject to specific, alternative or composite rates 

(ii) At the rate o( 10%, ol the value on articles on which the effective rate of basic customs dutv is 60'/ a<l 

valorem or more but less than 100%, ad valorem ' ° 

(iii) At the rale of 20%, of the value on all other articles, except foodgrains. books, tallow. raw cotton, machincn 
family planning appliances and certain special categories of articles 
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D. Countervailing Duties 


The yields from additional (countervailing) duties on imported goods corresponding to increases/lcvics of central excis 
duties arc shown in Tabic III below: 


Tabic III 


(Rs. lakh; 


s. 

Item No. in the Import 

Brief description of goods 

Present effective rate 

Proposed effective rate 

Additional 

No. 

Schedule to the Indian 


of duty 

of duty 

revenue 


Tariff Act 




expected 






per annum 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1 . 

27(6) 

Motor spirit 



65 

2. 

46(6) 

Polyester fibre 

- 

- 

60 

3. 

47(2) 

Nylon yarn 

- 


125 

4. 

Various others 

.... 


- 

100 



Total : 



350 


SUMMARY 


Rs. lakhs 


A. 

Increases in import duties 

9730 

B. 

Revision of GATT-bound rates 

1870 

C. 

Auxiliary duties 

3650 

n. 

Additional (countervailing) duties 

350 


Total : 

15600 


UNION EXCISE DUTIES 


General Notes 


( 1 ) 

( 2 ) 


Percentages indicated under the ’‘Rate of duty" column arc ‘W valorem" 
Abbreviations 


B 

A 

RG 

AY 

E 

NC 

DR 

nun 

cm 


Kg. 

Qtl- 

T 

KL. 

d 


Basic duty 

Additional duty of excise in lieu of sales tax 
Regulatory duties 
Auxiliary duties 
Exempted from dut> 

No change 

Different rates 

millimetre 

centimetre 

square centimetre 

Kilogram 

Quintal 

Metric tonne 

Kilolitre 

denier 


(3) Indicators 

* 

t 

tt 


Revenue measure 

Rationalisation with revenue significance 
Rationalisation without revenue significance 
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TEN SERVANTS OF MAH 




•yr 






mm 


%zm 


How India gave the world one of its most useful inventions. 


It is India that gave man 
the ingenious method of 
counting all numbers by ten 
symbols and freed him from 
the bondage of counting on 
his fingers. 

Among these symbols the 
most modest, yet the most 
valuable of India's subtle 
gifts to mankind was the 
zero. 

Derived from the square 
shape of the Yagnakunda 
used in worship, each of 
these symbols was given a 
value of position as well as 
1 2 3 4 5 

EIIEiaiHB 

6 7 8 9 0 

H 0 B SB 


an absolute value. 

These numbers were in 
common use in India in 
Ashoka's time (273-232 
B.C.). It was to be a 
thousand years later that 
Muhammad Ibn Musa 
at-Khawarazmi introduced 
them to Baghdad, from 
where they found their way 
to Europe. 

Lending mathematical 
computations ease and 
simplicity, these symbols 
made possible the 
calculation of what before 
was incalculable. 

Over the ages man's 
methods of solving 
mathematical problems 
have been growing to meet 
his complex needs. Today 


ingenious devices enable 
him to make intricate 
calculations in billionths of 
a second. Making it possible 
for him to attack problems 
in ways never possible 
before. 

With computers. 

We are proud that IBM 
introduced the 
manufacturing of computers 
and other data processing 
equipment in India, which 
are helping the nation meet 
the challenge of building a 
new tomorrow. 


u 
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Godrej slice! metal working machines. 

Well give you the tonnage you want. 

Godrej presses, 
press brakes and shears 
are built with the 
famous Godrej dependability 
to your specific needs. 

Thats why Godrej machine | 
tools are used by India’s leading l 
manufacturers who are known 
to maintain the very highest in 
standards. Godrej machine tools 
made in India have in fact, 
proved that dependability is i\ 
result of experience —not 
collaboration 

For details or help in 
selection and tooling, write to: 
Godrej & Boyce Mfg.Co.Pvt.Ltd., 
Godrej Bhavar. 

4A Home Street, Bombay 1 


Gorin;] experience with 
sheet metal forming machines 
goes back to 1942. In that year 
Godrc-i gave India its first power 
press and pnv.s hi ala' Like all 
Godrt*i products they had that 
built-in dependability which 
Godrej products ;.ro famous for 
'loday Godrej make a wide- 
range of p» esses, pro vs brakes and 


shears in tonnages and capacities 
to suit your manufacturing needs 
—from as low as 10 tonnes to as 
high as you'd like to go. You can 
select from a variety of stroke, 
speeds, shut height, throat depth 
and table area 

All Godrej machines surpass 
generally accepted standards of 
excellence. You can depend on 
them to make your tooling ideas 
come true. Our machines assure 
you of dimensional accuracy 
and long tool life and fewer 
regrinding interruptions. 



We*re more experienced, so we're more dependable 
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(Rs. lakhs) 


. Tariff 

S.No. Item No. 

Commodity 


Rate of duty (Basic) 

Estimated 

, , nrlrlit innal 


Existing 

Proposed 

revenue in one 
full year 

1 2 

3 

4 

5 

6 

7 


(0 


( 2 ) 


A. Changes proposed by Bill 


*2(2) Instant coffee 10% plus the duty on 20% plus the duty on 75 

cured coffee used in its cured coffee used in its 
manufacture, if not al- manufacture, if not al¬ 
ready. paid. ready paid. 

Effective rate -do- 17* % plus the duty on 

cured coffee used in its 
manufacture, if not al¬ 
ready paid. 

(SI. No. (i) of Part I of the Third Schedule to the Finance Bill). 


*411(4) Smoking mixtures for 

pipes and cigarettes 

Effectice rate 


200% 

100 

(100%) 

(75 (B) + 

150% 

25 (A)) 

(50%) 



Duty on unmanufactured flue-cured tobacco used for the manufacture of smoking mixtures has been reduced. (Sec also 
S.No. (15) under ,, C M ). 

Notl:~* -Figures in double brackets in the Rates column indicate the rates of additional excise duty in lieu of sales tcx. 

(SI. No. (i) of Part 11 of the Third Schedule and SI. No. (i) of the Fourth Schedule.) 


(3) 14 

(4) *14B 


(5) tl4C 


(6) 14F 


(7) tl5 


Pigments, colours blacks, etc. 

Tariff description has been amended to exclude carbon black (presently exempted under this Item) which 
will now pay duty under newly introduced item No. 64. 

(SI. No. (ii) of Part I of the Third Schedule.) 

Caustic soda and caustic 10% 10% 20 

potash. 

Description of the item has been amended to include caustic potash, so as to subject . 
it to excise duty at the rate indicated. 

(SI. No. (ii) of Part [ of the Third Schedule.) 

Glycerine Rs.20perQtl. 10% 40 

(Effective rate : Rs. 17) 

The existing specific rate has been changed to ad valorem at a rate corresponding to the normal general 
rate for raw materials in the Excise Schedule. 

(SI. No. (iv) of Part I of the Third Schedule.) 

Cosmetics and toilet prepa- 16 

rations— 

(i) & (ii) NC NC NC 

(iii) tShaving creams, — 30% 

whether or not con¬ 
taining soap or 
detergents. 

Description of the item has been amended to add a sub-item lor shaving creams. 

(SI. No. (v) of Part I of the Third Schedule.) 

Soap (—)8 

Tariff description has been amended with a view to its rationalisation. The power and steam criteria which 
were hitherto incorporated in the Tariff have been deleted as unnecessary. Soap produced without the aid 
of power or steam will however continue to be exempted by notification. 

(SI. No. (ii) of Part II of the Third Schedule.) 
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(8) 16B 


(V) 118L 


(10) +19 


* ■ 


Plywood— 120 


(i) Plywood for tea-chests 

10% 

NC 

*(ii) All others 

15% 

25% 

Effective rates 

(i) Plywood for tea-chests 

7t% 

NC 

(ii) All others— 

(a) Commercial 
plywood— 

(1) in area exceeding 

5625 s.cms. 

15% 

20% 

(2) others 

15% 

NC 

(b) Decorative plywood 

15% 

25% 

(c) Others— 

(1) Batten boards, 
block boards 
including flush 
doors, etc.— 

(i) decorative type 

15% 

25% 

(ii) others having 
commercial 
plywood on 
both sides 

15% 

20% 

(2) Insulation boards, 
hard boards, etc. 

DR 

NC 


(SI. No. (vi) of Part I of the Third Schedule.) 

Yarn, all sorts, not else- Kg. Rs. 50.00 NC 5 

where specified 


Effective rates 

Yam containing partly Kg. Rs. 10.00 [Rs. 8.00 if of Rs. 0.60 

more than 50% of jute and below 34NF (new 

and partly staple fibre of French) counts] 

ccllulosic origin. 

TarilT description has been amended as a measure of rationalisation to include all types of yarn not elsewhere 
specified. However, the duty liability has been restricted by notification to blended yarn containing any 
two or more fibres of (a) cotton, (b) silk, (c) wool, (d) jute, (e) man-made fibres, (f) flax and (g) ramie. 

(SI. No. (vii) of Part I of the Third Schedule.) 


Cotton fabrics — 


(i) Fabrics containing 

DR 

15% 

30% or more by 
weight of fibre, or 
yarn, or both, of 
ccllulosic origin. 

(DR) 

(2.5%) 

Effective rates 

DR 

12.5% 


(DR) 

(2.5%) 


(ii) The rates of duty 
on fents have been 
revised. 


iiii) Exemption in favour 
of rags has been 
withdrawn and ef¬ 
fective rates fixed at 
equitable levels. 


250 

[186 (B) +64 
(A)] 


Non: : - F igures in double brackets in the rate columns relate to additional duties of excise. 

[SI. No. (iii) of Part 11 of the Third Schedule and SI. No. 
(ii) of the Fourth Schedule.] 
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Effective Rates on Fents and Rags 

(Note :—Rates other than percentage (ad valorem) rates are in “Rupees per Kg.") 


Description — 

Effective rates 

Pre-Budget 

Basic Addl. 

of duty 

Post-Budget 

Basic Addl. 

a) 

(2) 

(3) 

(4) 

(5) 

1. Fents/rags of cotton fabrics of sub-item 1(1)— 





(a) of fabrics, other than blankets, not exceeding Rs. 2.50 per square metre 

4.00 

0.20 

4% 

1-25% 


(E) 

(E) 

(2%) 

(125%) 

(b) of blankets not exceeding Rs. 4.00 per square metre 

4.00 

0.20 

4% 

1.25% 


(E) 

(E) 

(2%) 

(1.25%) 

(c) of other fabrics 

4.00 

0.20 

7.5% 

2.5% 


(E) 

(E) 

(4%) 

(25%) 

2. Fents/Rags of cotton fabrics of sub-item 1(1 A) 

DR 

DR 

7.5% 

2.5% 

3. (i) Fents/Rags of superfine fabrics - 

(E) 

(E) 

(4%,) 

(2.5%) 

(a) grey 

0.58 

0.40 

0.60 

0.80 


(E) 

(E) 

(0.30) 

(0.40) 

(b) bleached and/or dyed 

2.28 

0.40 

2.00 

0.80 

(E) 

(E) 

(1.00) 

(0.40) 

(c) others 

2.28 

0.40 

4.00 

. 0.80 

(ii) Fents/Rags of fine fabrics— 

(E) 

(E) 

(2.00) 

(0.40) 

(a) grey 

0.20 

0.30 

0.30 

0.50 


(E) 

(ti) 

(0.15) 

(0.25) 

(b) bleached and/or dyed 

1.10 

0.30 

1.00 

0.50 

(E) 

(E) 

(0.50) 

(0.25) 

(c) others 

1.10 

0.30 

2.00 

0.50 

(iii) Fcnts/Rags of mcdium-A— 

(E) 

<H) 

(1.00) 

(0.25) 

(a) grey 

E 

0.05 

E 

0.20 


(E) 

(E) 

(E) 

(0.10) 

(b) bleached and/or dyed 

0.10 

0.05 

0.10 

0.20 

(E) 

(E) 

(0.05) 

(0.10) 

(c) others 

0.10 

0.05 

0.50 

0.20 

(iv) Fents/Rags of medium-B— 

(E) 

(E) 

(0.25) 

(0.10) 

(a) grey 

E 

0.05 

E 

0.15 


(E) 

(E) 

(E) 

(E) 

(b) bleached and/or dyed 

F. 

0.05 

E 

0.15 


(E) 

(E) 

(E) 

(E) 

(c) others 

0.10 

0.05 

0.10 

0.15 

(v) Fents/Rags of coarse fabrics— 

(E) 

<E) 

(E) 

(E) 

(a) grey 

E 

0.044 

E 

0.10 


(E) 

(E) 

(E) 

(E) 

(b) bleached and/or dyed 

E 

0.044 

E 

0.10 

(E) 

(E) 

<E) 

(E) 

(c) others 

0.10 

0.044 

0.10 

•' 0.10 

(vi) Fents/Rags of malimo type fabrics 

(E) 

(E) 

(E) 

(E) 

0.11 

0.05 

0.10 

0.15 

(vii) Fcnts/Rags of non-woven bonded fabrics 

(E) 

(E) 

(E) 

(E) 

0.11 

0.05 

0.10 

0.15 

4. Fents/Rags of fabrics of sub-item 191(2) if manufactured on handloom or 
produced in factories working under special procedure— 

(E) 

(E) 

(E) 

(E) 

(i) of super-fine fabrics 

1.80 

E 

2.20 

E 

(ii) of fine fabrics 

(E) 

(E) 

(1.10) 

(E) 

0.90 

E 

1.10 

E 

(iii) of medium-A fabrics 

(E) 

(E) 

E 

(0.55) 

(E) 

0.80 

0.10 

E 

(iv) of medium-B and coarse fabrics, other than bleached and/or dyed 

(E) 

(E) 

(0.05) 

(E) 

E 

0.08 

E 

0.10 

(E) 

(E) 

(E) 

(E) 


Note:— Figures and letter in brackets in the Rates column refer to duties on rags. 
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(Rs. lakhs) 


Tariff 

S. No. Item 

No. 



Rate of duty (Basic) 

Estimated 

nHHitifinal revenue 


v oimuoiiJiy uiui 

Existing 

Proposed 

in one full year 

1 2 


3 4 

5 

6 

7 

(11) +I22AA 

Textile fabrics, not elsewhere speci¬ 
fied. 

15% 

NC 

— 


Tariff description has been amended as a measure of rationalisation only, to include all types of fabrics 
not elsewhere specified. However the scope of the levy has been restricted by notification. 

(SI. No. (viii) of Part I of the Third Schedule.) 

(12) . *33C Domestic electrical appliances 10% 25% 90 

There is no change in the present list of notified dutiable items. 

(SI. No. (ix) of Part I of the Third Schedule.) 


(13) ,: 34A Motor vehicle parts and accessories 10% 20% 360 

(i) The list of notified dutiable parts and accessories of motor vehicles has been enlarged to include “filter 
elements, inserts and cartridges”. 

(ii) The present concessions (a) in respect of “O.E.” (original equipment) clearances and (b) in favour of 
smaller manufactures of motor vehicle parts will be available to filters also. 

(SI. No. (x) of Part I of te Third Schedule.) 


*62 

Tool tips, unmounted, of sinitcred 
carbide. 

— 

20% 

60 

*63 

Wire ropes of iron or steel 

— 

10% 

75 

*64 

Carbon black (including lamp black 
and acetylene black). 

E 

10% 

115 

*65 

Rubber chemicals, namely 

— 

10% 

50 


(i) accelerators 

(ii) antioxidants 

(i) Tariff Items Nos. 62, 63 and 65 arc for new levies. Tariff Item No. 64 has been carved out of the exist¬ 
ing Item No. 14. 

(ii) Suitable relief in duty has been provided to smaller manufacturers of carbon black. 

(SI. No. (iv) of Part II of the Third Schedule.) 


B. Auxiliary Duties of Excise 11522 

Under Clause 28 of the Finance Bill, 1973, auxiliary duties of excise are being levied on all excisable goods mentioned in Excise 
Tariff Schedule at an amount equal to 20% of the value of the goods. However, by notification, all excisable goods other then those 
specified below have been totally exempted from these auxiliary duties. 


Tariff Rate of duty as Additional revenue 


S. No. 

Item 

No. 

Description of goods 

percentage of the 
basic effective duty 

expected per annum 
(Rs. lakhs) 

(•) 

O') 

(iii) 

(iv).. 

(v) 

(a) 

* 18D 

Jute twist, yarn, etc. 

50 

74 

(b) 

*22 A (2) 

Jute manufactures, other than hessians 

50 

1040 

<e) 

*26 

Steel ingots (including steel melting scrap) 

75 

425 

(d) 

*26 A 

Copper 

75 

375 

(e) 

*26AA 

All iron or steel produels other than skelp 

75 1 

7725 

<0 

!!! 26AA (iii) 

Skclp 

50 | 


(g) 

*26B 

Zinc 

75 

174 

(h) 

*27 

Aluminium 

331 

1525 

(i) 

*28 

Tin plate and tinned sheets etc. 

50 

184 


Non-:—The indication of revenue figures above and in “D” is only lor the purpose of per-contra credit and debit in relation to 
the revenue figures shown against the corresponding items in “C”; their final accountal is under the respective heads 
in the “Abstract*’ given at the end. 
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IZA*OW/MU 


A pipinn joint, like thousand others, 
in o fertilizer plant. 


On the outside— smooth, glossy, nor¬ 
mal as can be. But on the inside ? 

Eaten by corrosion. Paper thin Dan¬ 
gerously thin. High pressure gas 
inside—failure could occur any minute. 

Would mean not only an accident. 

Over 3 lakhs rupees loss of produc¬ 
tion every day due to forced shutdown 
of plant 

The remedy: Periodic non-destructive, 
testing of plant and equipment during 
operation without shutdowns Check 
soundness well in time for action. For 
replacements—for repairs—for safely 
- for production. 

Non Destructive Testing for critical 
assessment of plant equipment—an 
exclusive expertise servico developed 
by P&D Division. In regular use for 
check up of over 3.000 critical points 
in every operating plant of FCI every 
year and for quality control of fabri¬ 
cated equipment for projects. 

FIFTEEN MINNIES 
TO DISASTER 


Some of our other customers : 
Hindustan Steel Ltd.. Gujarat State 
Fertilizer Co. Ltd. Sriram Chemical 
Industries. Oil b Natural Gas Commis¬ 
sion. Indian Oil Corporation Ltd.. Anup * 
Engineering Ltd.. Testeels Ltd., Metal 
Forgings Pvt. Ltd., 

Services include: 

Complete materiel evaluation lor all 
types of equipment. Weld inspection 
by radiography. Ultrasonic inspection 
of plates, vessels, forgings. Surface 
defect detection for machined com¬ 
ponents. Crack detection on turbine 
blades. Magnetic particle and fluo¬ 
rescent penetrant inspection. Ferrite 
estimation in S. S. welds. Halogen 
leak detection in reactors. In-situ 
metallography... 


self-reliance in 
fertilizer 
technology 

for details and pai titulars write to 
Group Manager (CErS) 

THE PLANNING ft DEVELOPMENT DIVISION 
CIFT Building*. P-O. Sindri. Diet. Dhanbad Bihar 
Tala : 6641/4 (Jharia). Grams : PLANOEV Sindri. 

THE FERTILIZER CORPORATION OF INDIA LIMITED 
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Sakthi Sugars at Appakudal, 
in Coimbatore district is 
India's leading cane crushing 
unit (5.91 tonnes) and 
second in sugar production. 

In June 1972, an auxiliary 
plant for the manufacture 
of industrial alcohol started 
production. It will help meet 
the increasing demand for 
power alcohol in Southern 
India. 

As Sakthi Sugars has grown, 
it has developed modern 
methods of cultivation to 
increase cane output in the 
surrounding countryside. 

Here are some of the ways 
in which ryots have been 
helped. 

1. Ryots have been encouraged 
to grow hybrid strains 
and are paid more for them. 


2. The company has been 
raising treated nursery plants 
for supply to ryots. 

3. The company supplies 
nursery plants and fertilizers 
to ryots and arranges 
loans for their purchase. 

4. The company arranges for 
the twist tracing of crops to 
increase recovery and 
defend the cane against 
heavy winds. 

5. Each cane division is 
connected by wireless with 
other stations—thereby 
ensuring speedy 
communications. 

With increased productivity 

from the land, tne farmers and 

Sakthi Sugars have prospered. 


SAKTHI SUGARS LTD. 


Sakthi Sugars - 

a hub 
around which 
the Appakudal 
countryside 
prospers 


SS/7JS2 
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v 15)* 141(2) 


<I6) :! 41l<2) 


('. Changes proposed by Notifications 



Unmanufactured tobacco if flue- 

Kg. Rs. 40.00 

NC 

< -J2I 

cured and use4 in the manufacture 
of smoking mixtures for pipes and 
and cigarettes. 

(Rs. 5.50) 

Rs. 4.40 
(Rs. 0.60) 

K )I8(B) 
<- > 3(A)] 

Effective rates 

Kg. Rs. 34.50 

(Rs. 5.50) 



With the imposition of duty on the manufactured smoking mixtures for pipes and cigarettes, duty^ incidence 
on flue-cured tobacco used in their manufacture has been reduced (Sec also SI. No. (2) under“A"). 

Noti :—Figures in double brackets in the Rales column indicate the rates of additional duty in lieu of sales 
tax. 


Cigarettes 




B 200% 

NC 

3200 





A (100%) 


[800 (B) 







j~240<XA)l 

Effective rates 




See below 

See below 


Existing rates 







Cigarettes where the value 

Basil 

. (,/<//. 




per 

1000 






Exceeds 

Does not 







exceed 






(i) 40 


165",. 

75% 




(ii) 30 

40 

160",, 

65% 




(iii) 20 

30 

110% 

35% 




Civ) 10 

20 

105% 

30% 




(v) 

10 

70% 

15" 





3 


4 

5 

6 

7 


(17) -6 


Proposed rates 

Basie UhH. 

(i) Cigaicltes where the 75°' 25% 

value per 1000 does 
not exceed Rs. 10. 


(ii) Others 


plus 3% for every 
additional rupee 
or part thereof in 
excess of a value 
of rupees JO per 
1000 cigarettes. 


<> 

plus 2% for every 
additional rupee 
or part thereof in 
excess of a value 
of rupees 10 per 
1000 cigarettes. 


This is a measure to raise revenue mainly to fulfil the commitment to increase the accrual to the States by way 
of Additional Excise Duties in lieu of Sales Tax in pursuance of the decision reached at the meeting of the 
National Development Council. 


Motor spirit 

Effective rates 

KL 

Rs. 1000.00 

NC 

2080 

(i) Motor spirit 

KL 

Rs. 920.00 

Rs. 1000.00 


(ii) Certain special boiling point 

Kl. 

Rs. 45.00 

Rs. 425.00 



spirits used in the manufacture 
of rubber, paints and varnishes 
and solvent extracted vegetable 
non-essential oils. 


(iii) Raw naphtha for use in the 
manufacture of methanol. 

KI¬ 

Rs. 

4.15 

Rs. 

25.00 

(iv) Raw naphtha for use as feed¬ 
stock in the manufacture of 
carbon-di-oxidc.’ 

KE 

Rs. 

163.70 

Rs. 

250.00 

(v) Benzene, benzol, toluene, etc.— 

(a) for use as solvent in the 
formulation of pesticidal 
solutions, sprays and sus¬ 
pensions. 

KL 

Rs. 

34. Of) 


NC 
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In our. little wy-. 



we help India 
fight its war 

on all fronts 


At India moves towards its goal of all-round develop* 
want, wa make our contribution. On the food front. 
Union Carbide provides pesticides and polyethylene 
Him which help the farmer reap a bigger,better harvest. 
On th# home front we bring to you a variety of 
household articles ranging from batteries and flash¬ 
lights to colourful containers made from our poly¬ 
ethylene. We supply raw matariala and chamicala 


essential for the pharmaceuticals, paints, textiles, Iron 
and steel and rubbar industries. On the export front 
Union Carbide combs the flve continents for new 
markets and Its products reach more than SO countries 
including the U.S.A. These are but some of the seeds 
that Union Carbide India Limited has sown to raise the 
standards of living of the people of India. Yes. in our 
little way we help India fight Its war on all fronts i n 



sowing the seeds of progress 
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(18) * 11B 


(19) -\\*\ 


(2 ()» Tlo 

(21) !I6A<2) 

(22) 117 


(22) VIS 


(b) for other specified purposes. KL R$. 34.00 Rs. 150.00 

The increase in duty on raw naphtha is to bring about economy in its consumption for other than essential 
purposes (such as in the manufacture of fertilisers). 

Blended or compounded lubricating 20 % NC 235 

oils and greases. 

Effective rates 13 ®,; 15 % 

The existing concession for smaller manufacturers based on power criterion has been replaced by a slab- 
based concession under which first clearances up to 100 metric tonnes will be exempt from duty provided 
total clearances effected by or on behalf of a manufacturer in the preceding financial year did not exceed 200 
metric tonnes. 

Plastics (—)30 

The following plastic materials and 
articles have been exempted:— 

(i) Cellulose acetate for the manu¬ 
facture of acetate yarn. 

(ii) Polyamide chips for the manu¬ 
facture of polyamide (nylon) yarn 

(iii) Polyester polymer chips. 

(iv) Acrylic sheets if produced 
out of duty paid resins, plastic 
materials and plastics scrap. 

(s) P. V. C. (polyvinyl chloride) 
films of thickness below 0.25 
mm and P.V.C. lay-flat tubings 
produced by extrusion process 
in the small scale sector. 

1 > res 10 

The value limit of Rs. 1.25 crores a year for clearance at concessional rate of duty has been reduced to 
Rs. 50 lakhs. The upper limit of Rs. 4 crores for eligibility to the concession has also been reduced to Rs. 2 
crores. 

Rubber products used for 'repairs f 30°„ 15 

or tyres. 

Paper 125 

(1) Certain notified concessions to paper mills established on or after 1-4-61 and also to mills commencing 
production lor the first time or expanding production on or after 1-3-64 have been withdrawn as the conti¬ 
nuance of the concessions is no longer warranted. 

( 2 ) Certain revised concessions have been notified (a) for the usage of unconventional raw materials, such 
as bagasse and cereal straw, in the form of pulp in the manufacture of all varieties of paper other t han 
newsprint and board; (b) for new mills commencing production on or after 1-4-1973 in respect of all 
varieties of paper other than straw board and mill board; and for existing mills in respect of production 
of such paper relating to enlarged capacity brought into operation on or after J-4-1973, provided the 
production of such paper by such mills did not exceed 30,000 T in the preceding year. 

( 3 ) For smaller paper mills having no attached bamboo pulp plants by inreasing the quantitative limit of 
clearances of all varieties of paper except paper board and certain specified varieties (such as gtassinc 
paper) from the existing 1000 T to 4000 T on a graduated scale. 

Rayon and synthetic fibres and yarn Kg. Rs. 60.00 NC 900 

The following changes have been 
made under this Ite 4 m :— 

< i) Differential rates for certain pro¬ 
ducers of rayon yarn have been 
withdrawn. 

(ii) Denicrs of polyamide (nylon) 
yarn have been regrouped. 

(iii) Rates of duty on certain fibres 
and yarn have been increased. 

(i\) Exemption on glass-fibre and 
glass-yam has been withdrawn. 

(v) Rates of duty on acrylic fibre 
spun yam (manufactured on 
other than worsted system) have 
been revised. 
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Effective Rates on Rayon and Synthetic Fibres and Yarn 


Description 


Effective basic duty 
Pre-Budget Post-1 


1, Staple fibre and tow 

(i) Of ccllulosic origin 

(ii) of non-cellulosic origin 

(a) acrylic fibre 

(b) polyester fibre - 

(A) of not more than 2u 

(B) of more than 2d 

(c ) others 

, ~ Note:—Staple fibre manufactured out of duty-paid tow is whollv exempt 

2. Rayon and Synthetic yarn consisting entirely of 
cellulosic derivatives or regenerated cellulose or 

both— 

fa) Acetate yarn 

(i) below 75d 

(ii) 75 d and above but below lOOd 

(iii) lOOd and above but below 120d 

(iv) I20d and above but below 150d 

(v) I50d and above but below 350d 

(vi) 350d and above but not above 1 lOOd 

(vii) above llOOd 

(b) Others— 

(i) below 75d 

(ii) 75d and above but below JOOd 

(iii) lOOd and above but below 120d 

(iv) 120d and above but below 150d 

(v) 150d and above blit below 360d 


11.40 

(9.80) 

7.40 
(7.25) 
5.25 
4.35 
(3.45) 

3.75 

(3.15) 

2.50 

2 


(vi) 350d and above but not above 1 lOOd 1 V 

(vii) above llOOd 9 

Note. -Figuics in biackcls indicate pre-Budget effective rates lor manufacturers so far treated as smal 

3. Other synthetic yarns— 

(a) Man-made metallic yarn 

(i) below 30d 

(ii) 30d and above but below 75d ^ 

(iii) 75d and above but below lOOd ^ 

(iv) lOOd and above but not above 750d in 

(v) above 750d 5 

(b) Polyamide (nylon) yarn 


Of and abo\c 

Below 


— 

30d 

35 

30d 

35d 

30 

35d 

75d 

30 

75d 

80d 

25 

80d 

90d 

25 

90d 

llOd 

20 

UOd 

I50d 

20 

150d 

but not above 750d 

8 


Post-Budget 

3 


(Rs per Kg.) 


above 750d 
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CHAW* CAn-Ui 


. „ . the 

talking 
machine' 



^That’s what they called 
the first gramophone. 
Actually, 

k the original talking machine 
k was undoubtedly 
man himself. 

And, when he spoke 
.he often tried 
to cover up for 
a lot of things that just weren’t there. 


The same thing happens today. 
Everyone speaks of wonder fabrics. 

Of fabulous qualities. 

If you’re tired of listening— 
we don’t blame you. 

So, close your ears 
but keep your eyes open 
when you buy a fabric. 

Look for the’Terene' 1 ' trademark. 

Then see how well the fabric behaves. 
You see, we don’t have to talk about the 
quality of ’Terene’. It’s something 
you find out for yourself. 
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When you're weak, 
coughs and colds never 
seem to go away. 



Coughs and colds come 
when your body’s resistance 
is low. When they go, they 
leave you weaker still. So you 
get coughs and colds more 
easily again. And again. But 
the work of the house has to 
be done. A housewife can’t 
really fall sick, can she? 

The thing to do is to build up 
your body's resistance while 
you fight your cough and cold. 
Only Waterbury’s Compound 
Red Label does both. 


Waterbury’s Compound 
Red Label has two groups 
of Ingredients: First, it has 
Creosote and Guaiacol which 
relieve coughs and colds. 
Second, it has unique tonic 
ingredients which tone up 
your system, restore energy 
and build up resistance. 

Send coughs and colds away 
with Waterbury's Compound 
Red Label. 

Now available in 2 sizes. 


Stay strong and healthy with 

Waterbary's 

Compound 

—tha most trusted family tonic 

A QUALITY WARNER-LAMBERT PRODUCT. 
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1 


2 


3 


(c) Polyester yarn— 


(i) below 30d 


40 

41.90 

(ii) 30d and above but below 75d 


35 

36.90 

(iii) 75d and above but below lOOd 


25 

26.90 

(iv) lOOd and above but not above 750d 


20 

21.90 

(v) above 750d 


5 

6.90 

(d) Others— 




(i) below 30d 


40 

NC 

(ii) 30d and above but below 75d 


35 

NC 

(iii) 75d and above but below lOOd 


25 

NC 

(iv) lOOd and above but not above 750d 


20 

NC 

(v) above 750d 


5 

NC 

4. Acrylic fibre spun yarn, manufactured on other than worsted system— 



(i) of 40 counts and above 


1 

8 

(ii) of above 20 counts but below 40 counts 


1 

5 

(iii) of 20 counts and below 


1 

3 

5. Glass librc and yarn- - 




(1). A. Glass fibre— 




(h Staple fibre (including glass tissues) 


F 

3 

(ii) Glass-wood 


E 

1.50 

B. Continuous filament yarn— 




(a) Textile yarn— 




(i) not exceeding 225s counts 


E 

4 

(ii) exceeding 225s counts but not exceeding 450s counts 

E 

6 

(iii) exceeding 450s counts 


E 

8 

(b) Others 


E 

2.50 

(2) Any other mineral fibres and yarn, whether continuous or otherwise, such as 


rock wool, slag wool and the like 


E 

E 

(3) Yarn spun wholly out of glass fibre 


E 

E 




(Rs lakhs) 



Rate of duty (Basic) 

Estimated addi- 

S. No. Tariff Item No Commodity 

Unit — 

- . - - - -.—- 

- tional revenue 



Existing 

Proposed in one full year 

1 2 3 

4 

5 

6 7 


(24) *22(1) Rayon or artificial silk fabrics B 20% plus Rs 5 per square metre NC 115 [78 (B) f-37 

A. (7$% plus Rs 2 per square (A)] 

metre) 

(1) The rates of duty on fents of rayon or art silk fabrics have been revised. 

(2) Exemption in favour of rags has been withdrawn and effective rates fixed at equitable levels. 

(3) Exemption in favour of fabrics processed with machines operated without the help of power or steam has been 
withdrawn making them liable to pay duty at 40% less than the duty payable on fabrics processed with the aid of 
power or steam. 
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Effective Rates on Fents and Rags 


Description 


0 ) 


Fcnts/rags of processed rayon or art silk fabrics— 

(i) containing 50% or more by weight of polyester 
. and/or acrylic fibre or yarn or both 

(ii) containing 30% or more but Jess than 50% by 
weight of polyester and/or acrylic fibre or yarn or 
both, but excluding fents and rags of fabrics* 
containing more than 50% by weight of polya¬ 
mide fibre or yarn or both 

(iii) containing more than 50% by weight of polya¬ 
mide fabric or yarn or both 

(i\) containing 30%; or more but not more than 50% 
by weight of polyamide fibre or yarn or both, but 
excluding fents and rags of fabrics containing 30% 
or more but less than 50%, by weight of polyester 
and/or acrylic fibre or yarn or both 

(v) bents/rags of other processed fabrics 


Effective rates of duty 


Pre-Budget 

Post-Budget 


Basic 

Addl. 

Basic 

Addl. 

(2) 

(3) 

(4) 

(5) 

5% 

2.5% 

7-5% 

2-5% 

(E> 

(E) 

(4%) 

(1%) 

i% 

0.5% 

5% 

2.5% 

(E) 

lE) 

(2.5%) 

(1%) 


3% 

1% 

NC 

NC 

(E) 

(E) 

(1 %) 

(0-5%) 

1% 

0.5% 

u / 

() 

1% 

(E) 

(E) 

0%) 

(0-5%) 


1% 

0.5% 

NC 

NC 

(E) 

(E) 

(E) 

(E) 


Note: Figures and letter in brackets in the Rates column refer to duties on rags. 


1 


2 


3 


4 


5 


6 


7 


(25) 

*23A<1) 

Sheets glass and plate glass 


20% 

NC 

20 



Effective rates 


18% 

20 ’V 


(26) 

*26 

Steel ingots 

T 

Rs 100.00 

NC 

435 


Effective rates 

T 

Rs 95.50 

Rs100.00 

[(-(-) 200 (B) (—)I90 
(RG) (+) 425 (AY)] 



The present exemption from duty on steel ingots poduced with the aid of electric furnaces out of old scrap 
etc. has been withdrawn and basic duty on such ingots at Rs 50 T has been imposed. These ingots will also 
pay the proposed auxiliary duty at 75% of effective basic excise duty now leviable. However, such ingots 
produced exclusively from duty paid fresh steel melting scrap have been wholly exempted. 


(27) *26A A 


Iron or steel products— 

(i) Semi-finished steel including bil¬ 

T 

Rs 75.00£ 

NC 

2985 

[(+)360 (B) (- 

lets etc. 

(ia) Bars, rods, coils etc 

T 

Rs 75.99£ 

NC 

5100(RG) (+)7725 
(AY)] 

(ii) Plates, sheets etc. 

T 

Rs 500.0U£ 

NC 


(iii) Flats, skelp and strips 

T 

Rs 500.00£ 

NC 


(iv) Pipes and tubes, all sorts, etc. 

T 

Rs 500.00@ 

NC 


(v) All other steel castings 

T 

Rs 200.00£ 

NC 



£ Plug the excise duty for the time being leviable on steel ingots. 

@ plus the excise duty for the time being leviable on pig iron or steel ingots as the case may be. 
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where Agriculture, 
Industry and Trade 
get a helping hand..: 
STATE BANK 
OF INDIA 


o 

STATE BANK 


Central Office; 

Backbay Reclamation. Bombay %, 
Internetionel Divleion 
Back bay Reclamation. Bombay V. 
loeel Heed Offlcee: 

Calcutta Bnmbay. Madras. 

Hew Delhi. Kanpur. Ahmedabad 
Hyderabad. Patna. Bhopal. 
Foreign Offices: 

London* 14(18 Gresham Street 
London E.C. 2 P2 JP 
Colombo: 16 Prince Street. 
Colombo 1. 

New York; 460 Park Avenuai 
New York. N,Y. 10022. 
Representative Officea* 
Franklurt. Goetheslralse 26 2B. 

6 Hankturl (Main). 

Heuur bih Hoor Arab Bank 
Building FI Solh Street. 

P.0 Boh 7252 Beirut. 
Conespnndenls world-wide. 
Subeidianes. 

State Bank ot Bikaner b Jaipur 
Slate Rank ot Hyderabad 
Sidle Bank ol Indme , 

Si.ili* Bank nl Myiore 
Slate Bank ol Patiala 
Stair Bank of S}ufj»hn» 

Stair Rank ol Tiavancore 



PUNJAB SHOWS THE WAY 

Punjab shows the way in the fields of Development, including Agriculture, Education, Health, 
industry and Harijan Welfare. 

Some of the major achievements of the present Ministry since assumption of office in March last 
are as under 

—Revolutionary land reforms bill passed. 

—Two thousand tube wells sunk. 

—Factories worth Rs 16 crores set up. 

—One thousand new schools opened and 275 upgraded. 

—Three thousand miles of link roads nearing completion. 

—Comprehensive programme launched to allot free house sites to 1,75,000 rural landless people 
before August 15, 1973. 

—Rural Water Supply schemes for 3,100 villages taken up. 

—Liberal loans for Harijans to start piggeries, dairying and poultry industry. New Dharamshalas 
constructed. 

—One thousand, five hundred and forty-one large, medium and small scale industrial units set-up. 

—Pay scales of employees revised to bring them at par with those of the Central Government. 

—Services of 4,000 adhoc employees regularised. 

—Punjab contributes 32 lakh tonnes of wheat and over 7 lakh tonnes of rice to national food reserve. 
—Massive steps taken to bring about white revolution in the State. Production of milk will shoot 
upto 75 lakh litres daily as against 50 lakh litres at present. 

—As many as 8352 tube-wells energised, 36,000 other connections given and 221 villages electrified. 

—Employment oppurtunities expanded,over 32,000 persons offered employment. 

—One hundred twenty one Primary Sub-Health Centres opened; greater incentive and security of 
service provided to the doctors. 

—Fifteen lakh acres of ‘Kallar’ land area being tackled to make it cultivable. 

The State is determined to fight squalor, disease and hunger under the dynamic leadership of 
Giani Zail Singh. 

Inserted by : —Director, Information & Publicity, Punjab, Chandigarh. 
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EXPORT CREDIT & GUARANTEE CORPORATION LIMITED 

(A Government of India Concern) 

★ makes selling abroad on credit terms easier 
* helps getting adequate export finance from Banks 

Head Office: Express Towers (10th Floor) Nariman Point Bombay-1 

Branches: BOMBAY • CALCUTTA • NEW DELHI • MADRAS • COCHIN. 

*IYAA$. ECGC.UA 


r -"-’ > 

Phone : 33, 61 & 91 SANDUR Grams : ‘SMIORE’, YESWANTNAGAR 

THE SANDUR MANGANESE & IRON ORES LTD. 

Regd. <£ Administrative Office : 

'Lohadri Bhavan’, Yeswantnagar 
Via Sandur, Bellary District, 

(Mysore State) 

Mines: Factory : 

Deogiri Via Sandur Vyasanakere Near Hospet 

Mysore St. Mysore St. 

PRODUCERS OF WORLD FAMOUS SANDUR ‘A’ GRADE MANGANESE ORE 

and 

MANUFACTURERS OF FOUNDRY GRADE ELECTRIC PIG IRON HM & LM 
1 to 4 AS PER I. S. SPECIFICATION WITH 0.18% 

PHOS. MAX. IN STANDARD GRADE 

and 

WITH 0.12% PHOS. MAX. IN OUR SPECIAL GRADES 
and have now introduced 

SUPER SPECIAL GRADE WITH VERY LOW. PHOS. 3.08% MAX 

and 

WILL NOW SET UP AT VYASANAKERE FERRO SILICON PLANT 
WITH A CAPACITY OF 24,000 TONNES PER ANNUM. 

Selling Agents for our Pig Iron 

Scindia Investment* Pvt. Ltd., National Sales Corpn., Metal Ores Pvt. Ltd., 

20*21-22, Commerce Centre, Ramaleela Annexe, 5, Palace Road, 1076, Dr. E. Moses Road, 

Tardeo, BOMBAY - 34 BANGALORE - 1 Worli, BOMBAY - 18 
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Effective Rates 


Description 


1 


Effective basic duty 


Pre-Budget Post-Budget 




3 


(i) Semi-finished steel 
(ia) Bars, rods, coils, etc.- 

(a) Rails and sleeper bars intended for railway tracks 

(b) Others 

(ii) Plates, sheets, etc.— 

(a) Uncoatcd plates 

(b) Cold-rolled sheets 

(c) Galvanised sheets and forms etc. 

(d) Others 

(iii) Flats, skelp and strips— 

(a) Skelp 

(b) Cold-rolled strips 

(c) Hot rolled strips and flats not exceeding 5 mm thickness 

(d) Flats exceeding 5 mm but not exceeding 10 mm in thickness 

(e) Flats exceeding 10 mm in thickness 

(iv) Pipes and tubes 
Seamless pipes and tubes 

(v) Steel castings 


(Rs/T) 

(Rs/T) 

162.50 

165.00 

97.00 

100.00 

162.50 

165.00 

175.50 

175.00 

325.00 

NC 

422.50 

425.00 

227.50 

225.00 

325.00 

NC 

325.00 

NC 

227.50 

225 .-00 

175.50 

175.00 

162.50 

165.00 

175.50 

175.00 

97.50 

100.00 


Notes:— (1) For Iron or steel products produced with the aid of electric furnaces out of* old scrap etc. the effective rates of basic 
duty shown above will be reduced by Rs 50 per T. 

(2) Auxiliary duty of excise at 75% of effective basic excise duty has been imposed on all the products mentioned above 
except skelp alone where the rate of auxiliary duty will only be 50% of the effective basic excise duty. 


I 


(28) *28 


(29) *29 A 


(30) *30 

(31) *37A(iii) 


Tin plates etc 
Effective rate 


T 

T 


Rs 600.00 
Rs 520.00 


NC 

NC 


Note:—Auxiliary duty of excise at 50% of effective basic excise duty is now leviable. 

(1) Refrigerators, etc 

(2) Air-conditioners, etc. 

(3) Parts of refrigerators, air-con¬ 
ditioners, etc. and refrigerating 
and air-conditioning appliances 
and machinery 

Effective rates 

(i) Refrigerators, etc. offered for sale as ready 
assembled units 

(ii) Domestic refrigerators of a capacity not ex¬ 
ceeding 165 litres. 

(iii) Air-conditioners, etc. offered for sale as read} 
assembled units; 

(iv) Parts 

(v) Parts required for refrigerating or 
air-conditioning appliances or ma¬ 
chinery in industrial undertakings 
and public-run hospitals 

(vi) Parts of refrigerating machinery for 
cold storages 

Electric motors designed to work at a 
pressure not exceeding 50 volts, etc. 

Effective rate 

L.P. (Long play) records 

Effective 


40 

[<+)184(AY) <-) 
!44fRG>] 


60";, 

NC 

160 

60% 

NC 


75% 

NC 


534% 

60% 


40% 

NC 


( 53i% 

60% 


66 ii % 

75% 


53 1% 

50% 


40% 

60% 


20% 

NC 

100 

E 

20% 


15% 

NC 

20 

E 

10 . % 
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D—REGULATORY DUTIES OF EXCISE 


(—) 8622 


The provision relating to levy of regulatory duties of excise which has been continued so far on a year-to-year basis- lias 
been dropped. With the cancellation of all existing notifications concerning these duties, they will not be leviable from 1.3.1973 
on the following articles:— 


(a) 

18D 

(b) 

22A (2) 

(c) 

26 

(d) 

26A 

(e) 

26 A A 

(0 

26B 

(B) 

27 

(h) 

28 


Tariff 

S. No 

Item 


No 

1 

2 


Jute twist, yarn, etc. , 

Jute manufactures, other than hessians 
Steel ingots (including steel melting scrap) 

Copper 

All iron or steel products including skelp 
Zinc 

Aluminium 

Tinplates and tinned sheets, etc. 

Abstract—Central Excises 


(-) 74 
(—) 1040 
(-) 190 
(-) 375 
(-) 5100 
(-) 174 
(-) 1525 
(-) 144 


(Rs lakhs) 


Commodity 

Basic 

Additional 

Regu¬ 

latory 

duty 

Auxi¬ 
liary duty 

Total 


(-) i-) 

(+) (--) 

(-> 

(+) 

(+> 

<-) 

3 

4 5 

6 7 

8 

9 

10 

11 


1. 

2 

Instant coffee 

75 






75 


2. 

41(2) 

Unmanufactured 

.. 

18 


3 




21 



tobacco 









3. 

411(2) 

Cigarettes 

800 

.. 

2400 

. m 


# % 

3200 


4. 

411(4) 

Smoking mixtures 

75 


25 




100 


5. 

6 

Motor spirit 

2080 

,. 

,, 

9 m 



2080 


6. 

MB 

Blended or com- 

235 

9 9 

9 # 




235 




pounded lubricat- 











ing oils and 











greases 









7. 

14B 

Caustic potash 

20 

.. 


# . 



20 

, 9 

8. 

I4C 

Glycerine 

40 



. . 


. . 

40 


9. 

141- 

Cosmetics, etc. 

16 






16 


10. 

15 

Soap 

., 

8 

.. 



, , 

.. 

8 

11. 

15A 

Plastics 

,. 

30 

.. 

m m 


# , 

, 9 

30 

12. 

16 

Tyres 

10 

.. 

.. 




10 


13. 

I6A 

Rubber products 

15 

.. 

.. 




15 

.. 

14. 

16B 

Plywood 

120 

.. 

.. 


. , 

. , 

120 


15. 

17 

Paper 

125 


.. 

, . 

. . 


125 


16. 

18 

Rayon and syntlie- 

900 


.. 

. . 

. . 


900 

.. 



tic fibre and yarn 









17. 

I8D 

Jute twist, yarn etc. 

.. 

.. 

.. 

. . 

74 

74 

.. 

.. 

18. 

I8E 

Yarn, all sorts NES 

5 






5 

.. 

19. 

19 

Cotton fabrics 

186 


64 

. . 

, 9 


250 

., 

20. 

22 

Art silk fabrics 

78 

.. 

37 


* . 

.. 

115 

.. 

21. 

22A 

Jute manufactures 



.. 


1040 

1040 

,, 

.. 

22. 

23A 

Glass and glass-ware 

20 




. , 

, . 

20 

.. 

23. 

26 

Steel ingots 

200 



. . 

190 

425 

435 

.. 

24. 

26A 

Copper 

.. 


.. 

. . 

375 

375 

.. 

.. 

25. 

26 A A 

Iron or steel products 

360 

.. 

.. 

. . 

5100 

7725 

2985 

.. 

26. 

26B 

Zinc 



,. 

. . 

174 

174 


.. 

27. 

27 

Aluminium 

., 

,. 



1525 

1525 

.. 

.. 

28. 

28 

Tin-plates 

.. 




144 

184 

40 

.. 

29. 

29A 

Refrigerators, etc. 

160 


., 

. . 


.. 

160 

.. 

30. 

30 

Electric motors 

100 


.. 



.. 

100 

.. 

31. 

33C 

Domestic Electrical 

90 

.. 

.. 

. , 

.. 

.. 

90 

.. 



appliances 









32. 

34A 

Motor vehicle parts 

360 

.. 

.. 

. . 

.. 

.. 

360 

.. 

33. 

37A 

Gramophone records 

20 


•• 


•• 

•• 

20 

•• 



Total of existing items 

6090 

56 

2526 

3 

8622 

11522 

11516 

59 





=6034 


=*2523 


=2900 


= 11457 
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DO YOU RECEIVE YOUR WAGE/SALARY AROUND 
THE 10TH OF EVERY MONTH? 


Jf So, you can deposit your regular savings only after the 10th of every month. To 
help depositors like you to earn interest, even on such deposits, regularly, Canara 
Bank now pays interest on the minimum balances obtaining in Savings Bank 
Accounts between the 15th and last date of every month. 


Start taking benefit of this liberal new rule and save regularly in your Savings Bank 
Accounts at the Canara Bank. 

The Bank has many other useful savings schemes. For details kindly contact the 
branch nearest to you. 


CANARA BANK 

Head Office : Bangalore-2. 













-\ 


Starting A Small Industry ? 

THE PUNJAB STATE SMALL INDUSTRIES CORPORATION LIMITED 

Batra Building, Sector 17, P.B. No. 11, 

CHANDIGARH. 

(A State Government Undertaking) 

Comes to the Aid of the Educated Unemployed By Providing 

i) Seed money for Working Capital 
for educated unemployed persons. 

ii) Seed money for purchase of machinery for 
educated unemployed persons/Engineers. 

in) Hire Purchase of indigenous machinery. 

Don't miss this opportunity! 

For full details and application forms send Re 1/- by Postal Order payable to the 
Managing Director at the above address 

(These concessions are available only to entrepreneurs starting new small 
industries or augmenting established industries located in the State of Punjab) 


! 



Managing Director j 

j 
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2 


3 4 5 6 7 8 9 10 11 


New Items 


34. 

62 

Total tips of sintered 
carbides of metal 

60 

35. 

63 

Wire ropes of iron or 
steel 

75 

36. 

64 

Carbon black 

115 

37. 

65 

Rubber chemicals 

50 


60 

75 

115 

50 


Tool of New Items 300 


300 


TOTAL 


6390 56 2526 3 8622 11522 11816 59 

=6334 - 2523 *2900 =11757 


SUMMARY 


(Rs in lakhs) 


States* Centre’s Total 

share share 


1284 5050 
2499 24 
— 2900 


Total 3783 7974 


(a) Basic excise duties 

(b) Additional excise in lieu of sales tax 

(c) Auxiliary dutices of excise 


6346 

2523 

2900 


11757 


They saved the ancient 
banyan tree and now their 
daring knows no bounds 

‘Let it stand/ someone said of the banyan tree 
as the site was being cleared for the 
Hindustan Lever Research Centre, at Andheri. 

So the tree still stands—and it stands for quite a lot. For one 
thing, the tree signifies that we can't easily get away from what is 
home-grown. Appropriately, therefore, the Centre will aacftle problems 
rooted in India —the kind that can only be solved hero: 

Can we discover and exploit hitherto unused heal sources of oil, thus 
cutting imports and saving foreign exchange? Can we develop milk 
foods that are ideally suited to Indian needs? How can wc improve 
the nutritive value of protein-poor foods? Can wc develop - 
processes for the preservation of Indian type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andheri. The sweep anil 
thrust of the studies are daring. The scientists are producing new 
devices for old, making traditional things happen in new ways. 

They have, of course, left the banyan tree alone to grow by itself* 

Hindustan Lever 

lfnM*HU.Pft.»A417 
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Key to Budget Documents 


Under article 112 of the 
Constitution a statement of 
estimated receipts and expen¬ 
diture of the Government of 
India has to be laid before 
Parliament in respect of every 
financial year which runs from 
1st April to 31st March. This 
annual financial statement titl¬ 
ed Budget of the Central 
Government is the main Bud¬ 
get document. The Budget 
statement shows the receipts 
and payments of Government 
under the three parts in which 
Government accounts are kept : 
(i) Consolidated Fund, (ii) 
Contingency Fund, (iii) Public 
Account. 

All revenues realised by 
Government, loans raised and 
also receipts by way of repay¬ 
ments of loans granted by 
Government, form the Consoli¬ 
dated Fund. All expenditure of 
Government is incurred from 
the Consolidated Fund and no 
amount can be withdrawn from 
the Fund without authorisation 
from Parliament. 

Unforeseen Expense 

Occasions may arise when 
Government may have to 
meet urgent unforeseen ex¬ 
penditure pending authorisa¬ 
tion from Parliament. The 
Contingency Fund is an im¬ 
prest placed at the disposal of 
the President to incur such ex¬ 
penditure. Parliamentary ap¬ 
proval for such expenditure 
and the withdrawal of an equi¬ 
valent amount from the Con¬ 
solidated Fund is subsequently 
obtained and the amount spent 
from Contingency Fund is re¬ 
couped to the Fund. The cor¬ 
pus of the Fund authorised 
by the Parliament at present is 
Rs 30 crorcs. 

Besides the normal receipts 
and expenditure of Government 
which form part of the Con¬ 
solidated Fund, certain other 
transactions enter Government 
account—in respect of which 
Government acts more as a ban¬ 
ker, for example, transactions 
relating to Provident Funds, 
Small Savings Collections, 
other deposits etc. The moneys 


thus received are kept in the 
Public Account and the con¬ 
nected disbursments are also 
made therefrom. Generally 
speaking, Public Account funds 
do not belong to Govern¬ 
ment and have to be paid back 
some time or the other to the 
persons and authorities who 
deposited them. Parliamentary 
authorisation for payments 
from Public Account is, there¬ 
fore, not required. In a few 
cases a part of the revenue of 
Government is set apart in 
separate funds for expenditure 
on specific objects like coal 
mines labour welfare, replace¬ 
ment of depreciated assets of 
commercial undertakings etc. 
These amounts are withdrawn 
from Consolidated Fund with 
the approval of Parliament and 
kept in the Public Account for 
spending on the specific objects. 
The actual expenditure on the 
specific objects is, however, 
again submitted for vole of 
Parliament even though the 
moneys have already been ear¬ 
marked by Parliament for tran- 
fer to the funds. 

Under the Constitution, 
certain items of expenditure 
like emoluments of the Presi¬ 
dent, salaries and allowances 
of Chairman and Deputy Chair¬ 
man of the Rajya Sabha and 
Speaker and Deputy Speaker 
of the Lok Sabha, salaries, 
allowances and pensions of 
Judges of the Supreme Court 
and the Comptroller and Audi¬ 
tor General, interest on and 
repayment of loans raised by 
Government and payments 
made to satisfy decrees of 
courts etc arc charged on the 
Consolidated Fund. The Bud¬ 
get Statement shows the ex¬ 
penditure charged on the Con¬ 
solidated Fund separately. 

Two Accounts 

Under the Constitution, the 
Budget has to distinguish ex¬ 
penditure on revenue account 
from other expenditure. 
Government Budget, therefore, 
comprises (i) Revenue Budget 
and (ii) Capital Budget. 

Revenue Budget consists of 


the revenue receipts of Govern¬ 
ment (tax revenues and other 
revenues) and the expenditure 
met from these revenues. Tax 
revenues comprise proceeds of 
taxes and other duties levied 
by the Union. The estimates 
of revenue receipts shown in 
the Budget statement take into 
account the effect of the taxa¬ 
tion proposals made in the 
Finance Bill. Other receipts 
of Government mainly consist 
of interest and dividend on 
investments made by Govern¬ 
ment fees, and other receipts 
for services rendered by 
Government. Revenue expen¬ 
diture is for the normal 
running of Government 
Departments and various 
services, interest charges on 
debt incurred by Government 
etc. While broadly, expendi¬ 
ture which does not result in 
creation of assets is treated as 
revenue expenditure, all grants 
given to State Governments 
and other parties arc treated 
as revenue expenditure. 

Main Items 

Capital Budget consists of 
capital receipts and payments. 
The main items of capital re¬ 
ceipts arc loans raised by 
Government from public which 
are called Market Loans, bor¬ 
rowings by Government from 
Reserve Bank and other parties 
through sale of Treasury Bills 
(which are repayable after 91 
days, but renewable) loans re¬ 
ceived from foreign Govern¬ 
ments and bodies and repay¬ 
ment of loans granted by Cen¬ 
tral Government to State 
Governments and other parties. 
Capital payments consist of 
capital expenditure on acquisi¬ 
tion of assets like land, build¬ 
ings, machinery, equipment, as 
also investments in shares etc 
and loans and advances grant¬ 
ed by Central Government to 
State Governments, Govern¬ 
ment companies, corporations 
and other parties. Capital 
Budget also incorporates tran¬ 
sactions in the Public Account. 
Any surplus deficit in the 
Revenue Budget is also carried 
over to the Capital Budget. 

The document Budget at a 


Glance shows in brief the reve¬ 
nue receipts and disburse¬ 
ments and capital receipts and 
disbursements along with 
broad details of tax revenues 
and other revenues, revenue 
expenditure, capital receipts 
and capital disbursements. 

Detailed Explanation 

A detailed explanation of 
the estimates included in the 
Budget is given in the docu¬ 
ment Explanatory Memoran¬ 
dum on the Budget of the Cen¬ 
tral Government. This docu¬ 
ment is divided into three Sec¬ 
tions. Section I gives a brief 
note on the Revised Estimates 
for the current year and the 
Budget Estimates for the next 
year at the existing levels of tax¬ 
ation. Section II explains in de¬ 
tail the estimates of revenue re¬ 
ceipts and revenue expenditure 
under the various heads shown 
in the Budget statement. Simi- 
laraly. Section 111 explains in 
detail the transactions under 
capital budget. This Section 
also includes statements show¬ 
ing the particulars of debt liabi¬ 
lities of the Central Govern¬ 
ment by way of market loans, 
foreign loans, small savings 
and other debt and also the 
assets created by way of capi¬ 
tal outlay on departmental 
undertakings, investments in 
Government companies, cor¬ 
porations and loans advanced 
to State Governments and other 
parties etc. This document 
also contains a number of 
Annexures including one show¬ 
ing the guarantees given by the 
Central Government and an¬ 
other showing a summary of 
budgetary position of Central 
Government over the past 10 
years. 

The details of drawals and 
repayments of foreign loans 
are contained in the Annexure 
on External Assistance appen¬ 
ded to the Explanatory Memo¬ 
randum on the Budget. A more 
detailed account of the exter¬ 
nal assistance received during 
a year and the projects financ¬ 
ed therefrom is given in the 
document titled External Assis¬ 
tance which is brought out 
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A new name: 

CHLORIDE 

INDIA 

LIMITED 


for ABMEL 

Indias leading manufacturers' 
of storage batteries. 
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Over land, air or sea CHLORIDE know batteries best 
CHLORIDE INDIA LIMITED.^ HOUSE WE CHOWRINGHEE ROAD CALCUTTA 1| ... 
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WELCOME TO ENTREPRENEURS 
PLANNING FOR A NEW INDUSTRY? 

COME TO 

MYSORE & MS HOC 


Established by the Government of Mysore with the express purpose 
of welcoming industries to Mysore. MSIIDC will help you by directly 
promoting your industry, by participating in your share capital if 
necessary and by underwriting new issues of shares. Let MSIIDC get 
your project reports, feasibility studies, projeet sites and industrial 
licences and possible concessions on water, power, taxes etc. 


WRITE FOR OUR DETAILED FOLDER 

OR 

CONTACT PERSONALLY: 

THE MYSORE STATE INDUSTRIAL INVESTMENT 
& DEVELOPMENT CORPORATION LIMITED, 

"HARI NIVAS”, 36, CUNNINGHAM ROAD, 

BA NGALO RE-52. 


Cable : INDEVCORP 


Phones : 28177, 28609 


PLAN YOUR PROJECT IN MYSORE 


Telex; BG. 315 
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separately by the Ministry of 
Finance every year. 

Finance BUI 

The proposals of Govern¬ 
ment for levy of new taxes, 
modification of the existing 
tax structure or continuance 
of the existing tax 
structure beyond the period 
approved by Parliament are 
submitted to Parliament 
through the Finance Bill. 

The taxes include (i) direct 
taxes such as Corporation Tax, 
Income Tax, Estate Duty, and 
(ii) indirect taxes such as Cus¬ 
toms and Union Excise duties. 
Tax on income payable by 
companies is known as Cor¬ 
poration Tax and is levied and 
collected by the Government 
of India. Taxes on other in¬ 
come (excluding agricultural 
income) are levied and collec¬ 
ted by the Government of India 
and distributed between the 


Union and the States in accor¬ 
dance with the formula pre¬ 
scribed after taking into 
account the recommendations 
of the Finance Commission. 
Estate Duty in respect of pro¬ 
perty including agricultural 
land is also levied and collected 
by the Government of India 
but distributed among the 
States. Customs duties are 
levied on imports and exports 
of specified commodities. 
Union Excise duties are 
levied on the production and 
clearance of specified com¬ 
modities. A part of the net 
proceeds of the Union Excise 
duties is paid to the State 
Governments in accordance 
with the principles of distribu¬ 
tion formulated by Parliament. 
Besides, additional duties of 
excise are levied on sugar, 
tobacco, cotton, woollen, 
rayon or artificial silk fabrics 
in lieu of sales tax and the 
entire net proceeds are distri¬ 


buted among the States. 

To facilitate an easy under¬ 
standing of the taxation pro¬ 
posals made in the Finance 
Bill, the provisions of the Bill 
are explained in the document 
titled Memorandum explaining 
the provisions in the Finance 
Bill. 

Demands for Grants 

The estimates of expendi¬ 
ture from the Consolidated 
Fund included in the Budget 
statement and required to 
be voted by Lok Sabha are 
submitted in the form of De¬ 
mands for Grants. Where a 
Ministry/Department is in 
charge of number of distinct 
services a separate Demand for 
each of the major services is 
presented. Each Demand nor¬ 
mally includes the total pro¬ 
visions required for a service, 
that is provisions on account of 
revenue expenditure, capital ex¬ 


penditure, grants to States and 
Union Territories and also loans 
and advances relating to the 
service. In regard to Union 
Territories without Legislature, 
a separate Demand is presented 
for each of the Union Terri¬ 
tories. Where the provision 
fora service is entirely for 
expenditure charged on the 
Consolidated Fund, for ex¬ 
ample, interest charges, a sepa¬ 
rate Appropriation, as distinct 
from a Demand, is presented 
for that expenditure and it is 
not required to be voted by 
Parliament. Where, however, 
expenditure on a service in¬ 
cludes both ‘voted’ and ‘charg¬ 
ed* items of expenditure, the 
latter are also included in the 
Demand presented for that 
service but the 'voted’ and 
‘charged’provisions are shown 
separately in the Demand. The 
total ‘voted* and 'charged* pro¬ 
vision in the various Demands 
arc summarised in the document 
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Lucas-TVS Limited is the result 
of a happy collaboration between 
Joseph Lucas (Industries) of U.K., 
world-wide automobile electrical 
equipment manufacturers and 
T.V. Sundram Iyengar & Sons of 
Madurai, one of India's foremost 
automobile engineers and distri¬ 
butors. 

Lucas-TVS precision-engineers 
India's widest integrated range of 
automobile electrical equipment 
as original equipment and spares 
for most of the vehicles made in 
the country. 

This, of course, is only one half 
of the story. The other is 


Lucas Indian Service, now a 
wholly owned subsidiary of Lucas- 
TVS, but in the service of vehicle 
owners since 1930. 

L.I.S. maintains the quality built 
into your vehicles by Lucas-TVS 
at the peak of efficiency by service 
during the warranty period, after¬ 
sales service, free check up, a 
steady supply of Genuine Lucas- 
TVS Service Parts and service 
training to dealers and mechanics 
from transport undertakings. 

Tha Lucas-TVS range 

Starters-Generators-Alternators- 
Regulators - Ignition Coils - Horns- 
Flashers-Switches - Headlamps- 
Distributors - Windscreen Wipers 


Lucot - TVS bui/dt 
quality into automobila 
electrical equipment. 
Luces Indian Service 
maintains it. 


ws-sii) 


LUCAS - TVS LIMITED, PADI, MADRAS 60 

LUCAS INDIAN SERVICE LIMITED, MADRAS - BOMBAY - CALCUTTA 
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titled Summary of Demands 
for Grants. 

Under the present account¬ 
ing and budgetary procedures 
(which are under review) cer¬ 
tain classes of receipts, like 
payments made by one depart¬ 
ment to another and receipts 
of capital projects or schemes 
are taken in reduction of the 
the expenditure of the 
receiving department. The 
estimates of expenditure in¬ 
cluded in the Budget statement 
arc for the net expenditure as 
will be reflected in the ac¬ 
counts, that is, after taking 
into account the recoveries. 
The estimates of expenditure 
included in the Demands for 
Grants are, however, for the 
gross amounts. Anncxure 111 
of the Explanatory Memoran¬ 
dum on the Budget reconciles 
the gross amounts of expendi¬ 
ture shown in the various De¬ 
mands for Grants, the reco¬ 
veries which are taken in re¬ 
duction of the expenditure and 
the net amounts of expendi¬ 
ture shown in the Budget 
statement. 


The Demands for Grants 
are presented to the Lok Sabha 
along with the Budget State¬ 
ment. On the top of each 
Demand the totals of ‘voted’ 
and ‘charged’ expenditure as 
also the ‘revenue’ and ‘capital’ 
expenditure included in the 
Demand are indicated separa¬ 
tely and the grand total of the 
amount of expenditure for 
which Demand is presented 
is also given. This is followed 
by the estimates of expendi¬ 
ture under different heads. The 
major programmes and orga¬ 
nisations, the budget provision 
for which is Rs 10 lakhs or 
above, arc exhibited distinctly. 
The break up of the expendi¬ 
ture on each programme/orga- 
nisution between ‘Plan’ and 
‘non-P|an’ is also given. The 
aggregate amounts of recove¬ 
ries taken in reduction of ex¬ 
penditure in the accounts are 
also shown in a foot-note. The 
Demands for Grants incor¬ 
porate Notes on Demands 
which give, in brief, the objec¬ 
tives of the Ministry/Depart¬ 
ment. Wherever possible, the 


targets and achievements in 
regard to major programmes 
are also given in these notes. 
Besides, the notes briefly ex¬ 
plain the reasons for the varia¬ 
tions between the original bud¬ 
get and the revised budget for 
the current year and also bet¬ 
ween the current year’s require¬ 
ments and the requirements for 
the next year included in the 
various Demands. 

Details of Demands 

The Demands for Grants 
are followed by the Detailed 
Demands for Grants laid on 
the Table of the Lok Sabha 
some time after the presenta¬ 
tion of the Budget, but, before 
the discussion on Demands for 
Grants commences. These De- 
tailedsdemandsfor Grants show 
further details of the provisions 
included in the Demands for 
Grants. The break up of the 
estimates relating to each pro¬ 
gramme/organisation is given 
under a number of detailed 
sub-heads which indicate the 
categories and nature of ex¬ 
penditure incurred on that pro¬ 
gramme like salaries, wages, 
travel expenses, material and 
equipment, grants-in-aid, etc. 
At the end of these Detailed 
Demands are shown the 
details of the recoveries 
taken in reduction of expendi¬ 
ture in the accounts. A more 
detailed note on the physical 
and financial aspects of major 
programmes and schemes is 
included in the Notes on im¬ 
portant projects and schemes 
appended to these Detailed 
Demands for Grants. These 
notes besides explaining the 
scope and objectives of the 
programmes and schemes also 
give their estimated cost, the 
target dates for completion, the 
progress achieved so far and 
the purposes for which pro¬ 
visions are asked for in the 
revised estimates and budget 
estimates. These also include 
performance- cum - programme 
statements relating to public 
sector undertakings. 


tions, (4) Departmental^ run 
Commercial Undertakings like 
the Railways, Posts and Tele¬ 
graphs, Nuclear Power Sta¬ 
tions etc., and (5) Other bodies 
and organisations. 

Resources Transferred to States 

The State Governments are 
paid grants and loans for vari¬ 
ous Plan and non-Plan 
schemes. These include subs¬ 
tantial assistance to provide 
relief on account of natural 
calamities. Besides, sizeable 
amounts of tax revenues col¬ 
lected by the Central Govern¬ 
ment in the form of Income 
Tax, Union Excise Duties and 
Estate Duty are also trans¬ 
ferred to the State Govern¬ 
ments. Some of the States 
also get grants to cover the 
gap in their resources, as re¬ 
commended by the Finance 
Commission. Besides, special 
loans are also given to States 
which develop deficits in their 
resources to enable them to 
fulfil plan outlays. The total 
resources transferred to State 
and Union Territory Govern¬ 
ments is indicated in a state¬ 
ment incorporated in the do¬ 
cument Budget at a Glance. 
Sections II and III of the Ex¬ 
planatory Memorandum on 
the Budget give further details 
of these transfers by way of 
share of taxes, grants-in-aid 
and loans. Bulk of the re¬ 
sources transferred by way of 
share of Union Excise Duties 
and grants and loans are paid 
by the Ministry of Finance 
and are included in the De¬ 
mand “Transfers to State and 
Union Territory Govern¬ 
ments” presented on its behalf. 
The grants and loans paid by 
other Ministries are provided 
for in the Demands of respec¬ 
tive Ministries. The notes on 
the Demand “Transfers to 
State and Union Territory 
Governments” also give details 
of the resources transferred. 

Plan Outlay 

Plan expenditure forms a 
sizeable proportion of the 
total expenditure of the Cen¬ 
tral Government. The De¬ 
mands for Grants of the vari¬ 
ous Ministries show the Plan 
expenditure under each head 
separately from the non-Plan 


t WE HAVE OUR ROOTS IN THE SOIL^I 

SYNDICATE BANK originated from Udipi, a rural 
centre in Kanara region In 1925. Small wonder, 
therefore, that it has a strong rural bias. It was 
indeed the first commercial bank to enter the field of 
agricultural finance — at a time when it was consi¬ 
dered unwise and impractical by many. 

We have grown — and are growing — with roots in 
the soil; we came to towns and cities too with 
schemes full of rustic common sense, impelled by 
new national objectives. 

We know the refreshing smell of good earth, in¬ 
vigorating breeze through paddy fields and planta¬ 
tions; habits, customs, traditions and aspirations of 
the rural folk; and the city dwellers too. 

You have ah unfailing friend at Syndicate Bank 
Please call at any of our over 560 Branches. 

The Bank that thinks ahead 

SYNDICATE BANK 

f Head Office : K. K. PA| 

f MANJPAL (Mysore State) Managing Director t 
*»+♦»♦•♦ * ♦♦♦♦♦♦ ♦♦♦♦♦at ♦♦♦♦♦♦♦♦♦♦«♦♦♦♦♦♦♦« 


The expenditure of Govern¬ 
ment is incurred through a 
number of agencies—(l) De¬ 
partments of Government, (2) 
State and Union Territory 
Governments, (3) Public Sec¬ 
tor Companies and. Corpora¬ 
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expenditure. The total provi¬ 
sions relating to the Central 
Sector Plan, Union Territory 
Plan and Central Assistance 
for State Plans along with the 
distribution of the outlay on 
Central Sector Plan by heads 
of development are given in 
document Budget at a Glance. 
To facilitate linking of the 
Plan provisions made in the 
various Demands with the out¬ 
lay on the various ‘heads of 
development* adopted in the 
Plan, a separate document 
titled Plan Budget link is 
brought out. This document 
gives the total Plan provi¬ 
sions for each of the Ministries 
arranged under the various 
heads of development and 
also links the various Demands 
for Grants in which the Plan 
provisions are made. A des¬ 
cription of important schemes 
included in the Plan along 
with the objectives, targets and 
achievements is included in the 
notes on important projects 
and schemes appended to the 
Detailed Demands for Grants. 
Details of the Plan outlays 
both at the Centre and the 
States arranged under the 
various heads of development 
and the scheme for financing 
the Plan outlays arc contained 
in the document Anna! Plan 
brought out by the Planning 
Commission separately. 

Public Sector Undertakings 

A large parts of the Plan 
expenditure incurred by the 
Central Government is through 
Public Sector Undertakings. 
These Undertakings arc finan¬ 
ced by Government either 
through investment in share 
capital or through loans. An- 
nexure VI to the Explanatory 
Memorandum on the Budget 
shows the capital and loan 
advanced to the Public Sector 
Undertakings in the current 
and the budget year. An- 
nexure VII to the Memoran¬ 
dum gives at one place the 
investment in and profits of 
Government Commercial and 
Industrial Undertakings. The 
notes on important projects 
and schemes appended to the 
Detailed Demands for Grants 
contain performance-cum-pro- 
gramme statements relating tp 
the various Public Sector 
Undertakings under the Minis¬ 


tries concerned giving, among 
other things, the physical 
achievements, results of ope¬ 
rations, particulars of inven¬ 
tory, that is raw materials and 
other stocks held, sources of 
funds and their applications 
and the return on capital. 
They also give particulars of 
the installed capacity, the pro¬ 
duction level attained, the 
cost of the project and other 
relevant data. A detailed re¬ 
port on the working of Public 
Sector Undertakings during 
the preceding financial year is 
given in the document titled 
Annual Report on the Work¬ 
ing of Industrial and Commer¬ 
cial Undertakings of the Cen¬ 
tral Government 1971-72 
brought out separately by the 
Ministry of Finance. 

Annual Reports 

A report on the working of 
the undertakings under the con¬ 
trol of the various administra¬ 
tive Ministries is also given in 
the Annual Reports 1972-73 of 
the various Ministries circulat¬ 
ed to Members of Parliament 
separately. The annual re¬ 
ports along with the audited 
accounts of each of the Gov¬ 
ernment companies are also 
separately laid before Parlia¬ 
ment. Besides, the reports 
of the Comptroller and Audi¬ 
tor General of India on the 
working of the various Public 
Sector Undertakings are also 
laid before Parliament. 

The Railways and Posts and 
Telegraphs are the principal 
departmcntally run Commer¬ 
cial Undertakings of Govern¬ 
ment. The financial relation¬ 
ship between the Central 
Government and the Railways 
is governed by the recommen¬ 
dations made from time to 
by the Railway Convention 
Committee of Parliament, and 
that between the Central 
Government and Posts and 
Telegraphs Department is gov¬ 
erned by a similar convention 
mutually agreed upon. The 
two Departments pay the 
Central Government dividend 
on the capital invested in them. 
The Budget of the Department 
of Railways and the Demands 
for Grants relating to Railway 
expenditure are presented to 
Parliament separately in advan¬ 
ce of the General Budget. How¬ 


ever, the total of the receipts 
and expenditure of the Rail¬ 
ways are incorporated in the 
Budget Statement of Govern¬ 
ment of India. The Demands 
for Grants of the Posts and 
Telegraphs Department are 
presented along with other 
Demands of the Central Gov¬ 
ernment. The financial results 
of the working of the Posts 
and Telegraphs Department 
are summarised in Statement 
V of Section I of the Explana¬ 
tory Memorandum on the 
Budget. Details of the receipts 
and expenditure of the Posts 
and Telegraphs Department 
are given in the Detailed 
Demands for Grants of the 
Posts and Telegraphs Depart¬ 
ment of the Ministry of Com¬ 
munication. 

The receipts and expendi¬ 
ture of the Defence Depart¬ 
ment shown in theBudget State¬ 
ment arc explained in greater 
detail in the document Defence 
Services Estimates presented 
along with the Detailed 
Demands for Grants of the 
Ministry of Defence. 

The details of grants given 


to bodies other than State 
Governments are given in the 
Statements of Grant-in-aid 
paid to non-Government bodies 
appended to Detailed Demands 
for Grants of the various 
Ministries. 

A descriptive account of 
the activities of a Ministry/ 
Department during the current 
year is given in the document 
Annual Report 1972-73 on the 
working of the Ministry which 
is brought out separately and 
circulated to Members of 
Parliament at the time of dis¬ 
cussion on the Demands for 
Grants. 

Performance Budgets 

To make the budget serve 
as a useful tool of manage¬ 
ment and also to enable better 
appreciation of the functioning 
of the various Ministries and 
Departments in Parliament 
and elsewhere, the schemes of 
Performance Budgeting is be¬ 
ing introduced in the various 
Ministries and Departments 
on a gradual basis. The Minis¬ 
tries and Departments in which 
Performane Budgeting has been 


NOW EARN 






ON FIXED DEPOSITS 


CURIOUS? 


CALL AT ANY 
BRANCH OF 



INDIAN BAN 

/MMff tmtikf (MMwirfMhl 

Hod offiet: 17. North Beach Road. 
Madras 1. 
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introduced bring out a docu¬ 
ment titled Performance Budget 
which is circulated to Members 
of Parliament separately. The 
Performance Budget presents 
the Budget of Ministry/Depart* 
ment or the organisation in 
firms of functions, programmes 
and activities. The financial 
requirement for each pro¬ 
gramme of activity is suppor¬ 
ted by a narrative explanation 
which, among other things, 
gives the physical targets, 
achievements, work load data, 
summary of stalT employed 
for the purpose, unit cost and 
norms or standards of perfor¬ 
mance wherever these have 
been evolved. 

Economic Survey 

The Budget of the Central 
Government is not merely a 
statement of receipts and ex¬ 
penditures. Since independence, 
with the launching of hive 
Year Plans, it has also become 
a significant statement of gov¬ 
ernmental policy aiu. a major 
instrument for the expression 
of the Government’s program¬ 
mes. The Budget reflects and 
shapes and is in turn shaped 


by the country's economic life. 
A background of the economic 
trends in the country during 
the current year enables a 
better appreciation of the 
mobilisation of resources and 
their allocation reflected in the 
Budget for the next year. The 
document Economic Survey 
1972-73 circulated to Members 
of Parliament some days 
before the presentation of 
Budget provides this back¬ 
ground. The Economic Survey 
analyses the trends in agricul¬ 
tural and industrial production, 
money supply, prices, imports 
and exports and other relevant 
economic factors having a 
bearing on the Budget. 

The Budget of the Govern¬ 
ment has an impact on the 
economy as a whole. For a 
better appreciation of the 
impact of governmental re¬ 
ceipts and spendings on the 
other sectors of the economy, 
It is necessary to group them 
in terms of economic magni¬ 
tudes, for example, how much 
is set aside for capital forma¬ 
tion, how much spent directly 
by the Government and how 
much is transferred by Gov¬ 


ernment to other sectors of 
economy by way of grants, 
loans etc. This analysis is con¬ 
tained in the document Econo¬ 
mic and Functional Classifica¬ 
tion of the Central Government 
Budget which is brought out 
by the Ministry of Financ 
separately. 

Appropriation Bills 

After the Demands for 
Grants are voted by the Lok 
Sabha, Parliament's approval 
to the withdrawal of the 
amounts so voted from the 
Consolidated Fund is sought 
through the Appropriation 
Bill. Under article 114 (3) of 
the Constitution no amount 
can be withdrawn from the 
Consolidated Fund without 
such an Appropriation Act 
passed by Parliament. 

Normally, the process of 
detailed consideration of the 
Demands for Grants is com¬ 
pleted only by the first week 
of May. To enable Govern¬ 
ment to carry on its normal 
activities from 1st April till 
such time as the Appropria¬ 
tion Act is passed a vote on 


account is obtained from the 
Parliament through an Appro¬ 
priation Vote on Account Bill. 

This, however, does not 
authorise Government to incur 
any expenditure on new service 
such as formation of a new 
company, undertaking a new 
scheme or new instrument of 
service like substantial expan¬ 
sion or extension of an exist¬ 
ing activity. Monetary limits 
to determine which items 
would be in the nature of new 
service or new instrument of 
service are laid down from 
time to time taking into 
account the recommendations 
of the Public Accounts Com¬ 
mittee. A list of items of new 
service or new instrument of 
service for which provisions 
are made in the Budget is ap¬ 
pended to the Demands for 
Grants. If occasion arises to 
incur expenditure on a new 
service or new instrument of 
service before obtaining the 
approval of Parliament, an 
advance is taken from the 
Contingency Fund, which is 
recouped to the Fund after 
Parliament p?sses the main 
Appropriation Bill. 


Let Indians learn 
to do things for themselves 



Tata technicians, engineers and managers 
have been doing "things for themselves * for 
well nigh a century now in keeping with 
one of the chief objectives of the Founder. 
Jjmsei|i Tata 

Whether producing India's first fine woven 
cloth about 100 years ago, or 110 varieties of 
steel by Tata Steel, or soda ash by Tata 
Chemicals. Tata engineers and technicians 
have always relied successfully upon their 
own enormous resources of innovative genius. 
This has created a vast pool of indigenous 
angineenng and technical expertise 
which would have cost us dearly to buy from 
abroad. But the confidence it has generated 
in our own skills could never have been 
purchased at any price. 


TATA ENTERPRISES 
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HSCL 

FOR GROWTH 
SELF RELIANCE 
SOCIAL JUSTICE 


V T ft fl # A ft * 

?*//■ 

The nation moves towards its goal of self reliant 
industrial growth with social justice. HSCL makes 
contribution to achieve this goal. 

HSCL is the premier organisation in the country capable 
of taking up complete construction of Steel Plants 
including township with speed, quality and economy 
in costs. HSCL is actively engaged in the construction 
of giant Steel Projects at Bokaro, Salem, Visakhapatnam 
and Vijayanagar, expansion of Bhilai Steel Plant and 
various other industrial projects at Korba, Bailladila, 
Allahabad. Hyderabad, Delhi and is one of the principal 
agencies for constructing the 2nd Hooghly crossing at 
Calcutta. Thus, HSCL opens employment opportunities 
and augments the progress of the Nation. 



HINDUSTAN STEELWORKS 
CONSTRUCTION LIMITED. 

(A 6ov.rnm.nt of India Und.rt.king) 

6/1. COMMISSARIAT ROAD.CALCUTTA-22. 
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Monthly Deposit of Ks. 10/- 
with us under 

RECURRING DEPOSIT SCHEME 

Fetches you Rs. 257/-, Rs. 400/-, Rs. 555/- and 
Rs. 724/- at the end of 24, 36, 48 and 60 months. 

This gives you an yield of TT. l/4fc% on your 
deposits for 3 to 5 years. 

. Open an account today by depositing Rs. 10/- 
or multiples thereof. 

You can also get monthly interest on your 
deposits under our 

Monthly Yield Fixed Deposit Scheme. 

For further details , please contact 
our nearest branch : 

The Hindustan Commercial Bank Ltd. 

Regd. Office : 

59/29, Kasturba Gandhi Marg, Kanpur.* 


SUNDARAM TEXTILES LIMITED 

Capital : Paid-up — Rs. 30,00,000/ 

Reserves & Surplus 

as on 31-3-1972 Rs. 20,76.484/ 

Manufacturers of Yarn—from 31s to 100s 
Installed Capacity : 27,648 Spindles 


Chairman 


: Sri T. S. KRISHNA 


Managing Director : Sri C.S. RAMACHARY 


Registered Office : 


Mills at 


T. V. S. Building, 
MADURAI -1 

NANGUNERI 
Tlrunelveli District 


//Jm 


kift.Vi. 
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A PROMISE OF 
ABUNDANCE 

Tha Msngilora Chemicals and 
FartilUrars Projact. aituatad at 
Panambur (B Kma. North of 
Mangalora City), it tha biggast 
and only larga-acala fartlliiar unit 
of Ita kind In Myaora Stata. 

Thara it an acuta ahortaga of 
Chamical Fartlllzara in this country, 
and tha 3,40.000 tonnaa of Uraa 
that MCF will produca annually will 
go a long way in making tha Qroan 
Revolution a raality and halp Indio 
attain aatf-apfftaiancv In food. 


MANGALA. Happiness and good 
luck. That ia what our brand name 
maana. And juat aa tha nama Implias. 
Mangalore Chamicala and 
Fartiliiars Ltd* ia out to fulfil a 
promiaa...tha promiac of abundance 
and plenty. 


iiiawitvCd) 


Mangalore chemicals 

AMO FERTILIZERS UMITtP 

Ml l*a ttm «JM. ’KMwai MMMj 
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PUBLIC DEBT OF THE CENTRAL GOVERNMENT 
(As at the end of) 


(In crores of Rupees) 


Particulars 1950-51 1955-56 1960-61 1965-66 Revised Budget 

1972-73 1973-74 


A.—Debt raised in India 

(a) Permanent Debt— 

(/) Current Loans (details in Appendix A) 1438.46 
(iiS Compensation Bonds 
(Hi) Prize Bonds 

(iv) 15-Year Annuity Certificates 

(v) Loans in course in repayment 6.49 

Total—Permanent Debt 1444.95 

(b) Floating Debt— 

(i) Treasury Bills 358.02 

(//) Special Floating Loans 212.60 

(Hi) Treasuty Deposit Receipts and other 

floating loans 6.73 

Total -Floating Debt 577.35 

Total A — Debt raised in India 2022.30 


B.—Debt raised outside India 

(/) Defence Certificates 
(i7) England— 

India Stocks, Rly. Debentures and 
Annuities 12.37 

U.K. Govt, loans 
Lazard Bros. & Co. Ltd. 

(iii) U.S.A.— 

Loans from U.S.A. 

U.S. Export-Import Bank 
P.L. 480 Rupee Loans 
P.L. 480—Local convertible currency 
credit 

(iv) U.S.S.R. 

(v) Canada 

(vi) Federal Republic of Germany 
(v/7) Japan 

(viii) Switzerland 
(7v) Czechoslovakia 

(x) Yugoslavia 

(xi) Poland 

(xii) Austria 
(xiii) Netherlands 
(xiv) Denmark 

(jcv) Northern Rhodesia 
(xvi) New Zealand 
(xvii) Sweden 
(xviii) Kuwait 

(xix) Italy 

(xx) Bahrain 

(xxi) France 
(xxii) Belgium 
(xxiii) Qatar 


(xxiv) Norway 

.. 

(xxv) Hungary 
(xxvi) 1. B. R. D. 

(xxvii) I. D. A. 

(xxviii) New credits 

19.66 

Total B-— Debt raised outside India 

32.03 

Total—Public Debt 

2054.33 


1508.63 

2555.72 

3417.28 

5279.72 

5606.10 

. , 

t , 


83.80 

83.80 

. , 

15.63 

11.35 

0.79 

0.39 

.96 

3.45 

3.78 

2.04 

1.69 

12.22 

22.73 

33.72 

52.97 

52.97 

1521.81 

2597.53 

3466.13 

5419.32 

5744.95 

595.25 

1106.29 

1611.82 

3631.39 

3966.39 

212.60 

274.18 

340.70 

729.41 

729.82 

.06 

.. 


., 


807.91 

1380.47 

1952.52 

4360.80 

4696.21 

2329.72 

3978.00 

5418.65 

9780 . 1.2 

10441.16 

*• 


.09 

.04 

• * 

2.61 

0.12 

.04 

.04 

.04 


106.52 

263.41 

787.68 

812.31 


15.33 




91.72 

210.84 

749.55 

1872.84 

1841.24 


25.41 

101.30 

73.72 

55.75 


77.88 

528.36 

1596.22 

1588.58 




59 00 

5 .00 


57.48 

243.47 

319.63 

288.04 


14.07 

17.95 

191.39 

225.08 


103.19 

206.25 

461.39 

451.88 


9.93 

62.29 

322.58 

343.69 



5.70 

17.02 

16.63 


. . 

9.96 

35.44 

34.57 


. . 

7.92 

9.77 

7.78 


. , 

4.49 

15.56 

13.38 



2.98 

16.02 

14.37 


, . 

7.56 

52.55 

58.61 


, . 

.50 

10.09 

10.76 


, , 

.53 





.27 

14.89 

21.28 


. , 

19.28 

3.08 

3.01 




16.37 

15.79 


. . 

7.86 

3.18 

2.47 



,. 

83.97 

103.45 


. , 


9.35 

9.52 


. . 


5.61 

4.67 




.17 

.17 




.03 

1.03 

19.30 

140 . i 9 

179.77 

221.75 

207.61 



171.09 

961.87 

1182.08 





188.00 

113.63 

760.96 

2590.62 

7161.25 

7560.86 

2443.35 

4738.96 

8009.27 

16941.37 

18002.02 
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INVESTMENT IN GOVERNMENT COMMERCIAL AND INDUSTRIAL UNDERTAKINGS 

This section shows at one place the investments in and the profits of the government commercial and industrial undertakings 
whether run departmental^ or set up under a statute or under the Indian Companies Act, 1956, and the returns accruing to gov¬ 
ernment therefrom. The analysis has been divided into two parts—Fart A showing the investments in the major departmentally 
run undertakings and returns therefrom and Part B showing the investments in the other commercial and industrial undertakings 
and returns therefrom. C oncer ns which arc not Of a commercial or industrial nature, like the Reserve Bank of India, Industrial 
Finance Corporation, Life Insurance Corporation etc. are excluded. Likewise concerns in which government of India does not have 
a majority investment are also excluded. For a proper appreciation. Part B has been divided into three sections, viz., section 
1— Undertakings which are still under construction, section II—Running concerns; and section III —Undertakings which are of 
promotional and developmental nature. 

PART A - INDUSTRIAL UNDERTAKINGS RUN DEPARTMENTALLY BY THE CENTRAL GOVERNMENT 

(In lakhs of rupees) 


Serial 

No. 

Name of Undcitakii 


1971-72 (Actuals) 




Revised 1972-73 

ng 

Capital Gross Working 

Invested Receipts expenses 
upto (excluding 

end of interest on 

1971-72 capital 

and 

deprecia¬ 

tion) 

Interest Dcprecia- Total Net Capital Gross 

on tion working Profit invested Receipts 

capital expenses (4—8) upto 

outlay* (5 + 6+7) end of 

1972-73 

I 


2 


3 4 

5 

6 

1 

8 

9 

10 

11 

1. 

Railways 



35.20,99 10,96,59 

822,51 

1,51,24 

105,00 

1078,75 

17,84 

3718,80 

11,74,00 

2. 

Post and Telegraphs Department 

293,75 299,81 

228,07 

13,02 

21,58 

2,62,67 

37,14 

342,13 

3,22,75 

3. 

India Security Press 


5,91 5,75 

5,33 

26 

5 

5.64 

11 

6,78 

5.02 

4. 

C urrency Note Press 


5,58 8,19 

6,72 

25 

6 

7.03 

Lift 

6,59 

9,76 

5. 

Overseas Communications Service 

14,74 7,99 

3.65 

60 

92 

5,17 

2,82 

17,50 

9,02 

r>. 

Light Houses and I ight Ships 


11,35 1,26 

71 

5 

16 

92 

34 

12,74 

1,35 

7, 

Delhi Milk Scheme 


547 11,54 

12.11 

15 

34 

12,60 

—106 

734 

13,10 

8. 

I'orest Department Andamans 


908 177 

205 

43 

10 

258 

—81 

924 

219 

9. 

hlectricify Department Andamans 

52 15 

21 

1 

2 

24 

—9 

59 

J5 

10. 

Mcctiical Sub-Division Laccadives 

22 2 

5 

1 


6 

-4 

27 

2 

11. 

Secruity Paper Mill 


10,24 3.92 

2.55 

47 

56 

3,58 

34 

10,57 

3,67 

12. 

Necnuich Opium I actory 


160 518 

258 

2 


260 

258 

237> 

763 

13. 

Gha/ipur Opium 1 actory 


317 833 

493 

12 

1 

506 

327 

425 

862 

14. 

Glia/ipur Alkaloid Works 


125 

94 


1 

95 

30 


152 

15. 

l.leciricitv Department Chandigarh 

317 100 

75 

8 

6 

89 

11 

362 

106 

16. 

Tarapui Atomic Power Station 

86.17 7,46 

3,13 

3.92 

2.34 

9.39 

—1,93 

88,30 

9.63 

17. 

l.leclncity Department, Dudra 

i & Nagar 










Kiaveli 



23 3 

4 



4 

—1 

31 

3 

IK. 

TOTAL 



3972,15 1460,24 

1096,33 

170,63 

131,21 

1398,17 

62,07 

4231,36 

15.69,52 



Industrial Undertakings Run Departmentally By The Central Government — (Contd.) 












(In lakhs of Rupees) 









Budget 

1973-74 



Working 

Interest 

Deprc- 

Total 

Net Capital 

Gross 

Working 

Interest 

Dcprecia- 

Total 

Net 

SI. 

expenses 

on 

ciation 

working 

Profit invested 

Receipts 

expenses 

on 

non 

working 

Profit 

No. 

(excluding 

Capital 


expenses 

(11—15) upto 


(excluding 

Capital 


expenses 

(18-123 


on 

Outlay 


<12 1 13 

end of 


interest 

Outlay* 


(19+20 



capital 



! »4) 

1973-74 


on capital 



i 21) 



and dep¬ 





and dcprecia- 






reciation) 






tion) 






” j7"~ 

13 

14 

15 

16 17 

18 

19 

20 

21 

22 

23 

24 

8 88 42 

l 63 18 

1 10 00 

11 61 60 

12 40 38 90 80 

12 64 35 

9 51 73 

1 7261 

1 1500 

12 39 34 

25 01 

1 

2 4009 

17 22 

25 45 

2 82 76 

39 99 3 53 13 

3 6200 

2 63 03 

17 70 

29 98 

3 1071 

51 29 

2 

4 16 

30 

6 

4 52 

50 8 91 

4 79 

393 

30 

8 

4 31 

84 

3 

8 50 

26 


8 76 

1 00 7 49 

8 56 

7,26 

28 

12 

7 66 

90 

4 

381 

66 

106 

553 

349 19 37 

984 

400 

73 

124 

597 

387 

5 

91 

9 

17 

117 

18 1511 

139 

74 

15 

19 

108 

31 

6 

13 76 

15 

34 

14 25 

■—115 JO 17 

18 87 

16 46 

15 

34 

16 95 

1 92 

7 

229 

44 

10 

283 

—64 949 

229 

227 

47 

10 

284 

—55 

8 

~28 

1 


31 

—16 83 

16 

31 

1 

3 

35 

—19 

9 

* 

1 

T 

7 

—5 30 

2 

6 

1 

1 

8 

—6 

10 

2 82 

50 

57 

3 89 

—22 11 20 

3 85 

3 07 

52 

61 

4.20 

35 

11 

315 



317 

446 200 

1061 

525 

2 


527 

541 

12 

471 

13 


486 

376 475 

863 

445 

14 

2 

461 

402 

13 

111 


T 

112 

40 

155 

109 


1 

110 

45 

14 

79 

8 

6 

93 

13 406 

121 

82 

8 

6 

96 

25 

15 

3 87 

3 97 

2 34 

1018 

—55 83 95 

1450 

5 27 

3 92 

3 35 

11 54 

296 

16 

5 



5 

—2 43 

5 

6 


... 

6 

—1 

17 

11 78 77 

1 87 02 

J 4021 

150600 

63 52 44 21 9? 

171274 

126980 

_ i 

19709 

1 5014 

161703 

95 71 

18 


•Represents dividend payable to General Revenues, including the elements of the contribution for transfer to States in lieu of tax on railway passenger 
fares and also the contribution to finance railway safety works. 
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Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering I For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 



AUND OELLE-ALSTHOM 

“ORTHOJECTEUR" 


minimum 

OIL CIRCUIT BREAKERS 

maximum reliability 
TO THE SYSTEM 


Salient features: 

• Independent operation 

• High-speed aitto-reclostnt, 

l LoweMnRial & maintenance cost. 





The range includes: 

7-2 kV (Indoor) up to 500 mVA, 2500 A 
11 kV (Indoor) up to 500 mVA, 2500 A 
33 kV (Outdoor) up to 1500 mVA, 1600 A 
66 kV (Outdoor) up to 2500 mVA, 1600 A 




THE ALUMINIUM INDUSTRIES LIMITED 

Switchgear Division 

Mannar, Alleppey Dt. Kerala, INDIA 
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datliboi successfully 
outbids giant international 
companies for supply t* 
Installation of Airconditioning k 
and Refrigeration equipment I 
to Lagos. Nigeria. I 

New order follows successful.# 
installation of 180 tonne , 
Refrigeration unit at i 
Bangkok. Thailand. I 

hhereS/ 
betterL 



India now 
has the men... 


the know-how ■ and the talent, in as sophisticated I 
a technology as th.it of Airconditionmg and 
Rohiqeiation. It has the capability. To successfully 
lace the toughest corrpetit.on in the held. 

This Batliboi has denmnstratcd convincingly. First, | 

In Bangkok. Then Lagos. 

In Bangkok with a specially tailored 180 tonne 
refrigeration plant tor <i (entile mill in Thailand'! 
premier city. 

Now With a s-milar plant for a mill in Lagos. Nigeria’s 
capita*. 

Today Balliboi is one of the more respected experts in 
Airconditioning and Refrigeration. And It has confidence 
that ll can give you TOO an international quality plant for. 




N LAGOS 
NOW 


* Comfort Airconditioning of Hotels. Offices, 
Theatres. Cinema Houses. 

* Producing chilled water for Hotels, Multi* 
storeyed Buildings, Industrial processes. 

* Refrigeration of Cold storagos and other low 
temperature applications. * 

* ICE Plants using either Ammonia or Freon. 

* Precisely controlled humidification of Textile Mills, 
Tobacco Units, Jute Mills, Tea Industries. 

* Healthy Ventilation of Industries, Banks, Factones. 
Batliboi's expertise assists you both m India and abroad 
with specially tailored units to suit your special require¬ 
ments. For both INDUSTRIAL AND COMFORT 
AIRCONDITIONING. 

Rmh four ooguirita todof to 

[Ttia Airconditioning b Ratrigaration Dapartmant) n 

mm batliboi & CO. pvt. ltd, ? 

Forbes Street, Bombay 1, INDIA. < 







I v v" ■ 


Meeting the ever-growing need 
for telecommunication facilities - 
so vital for our fast-developing 
nation. Ever at work, making 
available intricate telephone 
exchanges, complicated multi¬ 
channel transmission equipment, 
micro-wave systems, specialised 
equipment for the Railways and 
Defence, precision electronic 
measuring instruments and a 
variety of telephones. 

In this stupendous task is engaged 
a busy team of 15,000 at ITI, 
Bangalore — the largest manu¬ 
facturer of telecommunication 
equipment in Asia — with an 
annual turnover exceeding Rs. 33.5 
crores. 

To supplement this giant effort at 
Bangalore, two more units at Naini, 
Allahabad, are coming up fast- 
all to bring people and places of 
India closer, still. 


INDIAN TELEPHONE 
INDUSTRIES UNITED 
BANGALORE M 









PART B— COMMERCIAL AND INDUSTRIAL UNDERTAKINGS RUN OUTSIDE THE CENTRAL GOVERNMENT 

, (In lakhs of rupees) 


Name of the Undertaking 


Central 

Govern¬ 

ment's 

Invest¬ 

Net 

Appropriations 

niuiflptlH* - 

Revised 

19/2-73 

Budget 

1973-74 

ment 

profit 

Dividend General 

Develop¬ 

1-/1 viuviiu/ 

Profit 

Capital Dividend 

Capital 

Dividend 

in share 

earned 

and other 

ment 

received 

Invest¬ 

/Profits 

Invest¬ 

/Profits 

Capital 

during 

Reserve 

Rebate 

by Govt. 

ment by 

expected 

ment by 

expected 

upto 

1971-72 

Funds 


during 

Central 

to accrue 

Central 

to accrue 

1971-72 




1971-72 

Govern- to GoW. 
mem 

Govern¬ 

ment 

to Govt 



.-UNDERTAKINGS UNDER CONSTRUCTION. 

Ministry of Agriculture 
1. Banana and Fruit Development Cor¬ 
poration ... ... ... ... ... ... 10 ... 30 

Ministry of Heavy Industries 

1. Scooter Manufacturing Co. ... ... ... ... ... ... 76 ... 60 

2. Richardson &Cruddas 1971 ... ... ... ... ... ... 100 ... 50 

3. Bharat Pumps and Compressors Ltd. 154 ... ... ... ... ... 144 ... 181 

Ministry of Industrial Development 

1. Hindustan Paper Corporation 35 ... ... ... ... ... 300 ... 400' 

2. Delhi Small Industries Development 

Corporation ... ... ... ... ... ... 10 

3. Industrial Development and Rchabilitu- 

litation Corporation of India ... ... ... ... ... ... ... ... 25 

Ministry of Petroleum und Chemicals 

1. Indian Petrochemicals Corporation’ Ltd. 16,42 ... ... ... ... ... 10,31 ... 30 62 

Ministry of Steel & Mines 

1. Bharat Aluminium Co. Ltd 29,59 ... ... ... ... ... 720 ... 23,04 

2. Mineral Exploration Limited ... ... ... ... ... ... 45 ... 100 

3. Steel Authority of India (SAIL) ... ... ... ... ... ... 100 ... 33.37 

4. Metal Scrap Trading Corpn. ... ... ... ... ... ... 16 

5. Hindustan Copper Ltd. 56,36 ... ... ... ... ... 755 ... 748 

6. Bokaro Steel Ltd. 6,00,00 

7. Bharat Coking Coal Ltd. ... ... ... ... ... ... 17.07 

8. Bharat Gold Mines Ltd. ... ... ... ... ... ... 29 ... 30 

Ministry of Shipping and Transport 


1. Cochin Shipyard Ltd. 

Ministry of Tourism and Civil Aviation 

1. Intrnational Air-ports Authority of 
India 

567 






899 

3,75 

35 

800 

264 

35 

Total 

7.09,03 

... 





63,17 

35 

1,13,91 

35 

[.—RUNNING CONCERNS 

Ministery of Defence 

1. Garden Reach Workshops Ltd. 

350 

71 

24 

39 

28 

21 

!00 

32 

50 

35 

2. Hindustan Aeronautics Ltd. 

50,41 

367 

101 

193 

73 

101 

400 

109 

250 

114 

3. Mazagon Docks Ltd. 

355 

99 

24 

56 

19 

19 

25 

26 

88 

34 

4. Bharat Electronics Ltd. 

596 

360 

66 

25 7 

.37 

63 


n 

100 

78 

5. Pruga Tools Ltd. 

233 

—128 

.. 

... 

3 



... 



6. Goa Shipyard Ltd. 

14 

8 

4 

4 

1 

"4 


4 


’4 

7. Bharat Earth Movers, Ltd. 

11,90 

330 

60 

225 

45 

48 


59 

id 

72 

K. Bhurat Dynamics 

100 

—15 

... 

... 

... 


60 


90 


Ministry of Agriculture 

1 Modern Bakeries (India) Ltd. 

100 

53 









2. Food Corporation of India 

76,38 

62 

... 

Vi 



648 


86 


3. State Farms Corporation 

320 

M 

... 


... 

20 


15 


4. Central Fisheries Corporation Ltd. 

36 

—13 

... 


... 


15 


•.. 


5. Central Ware-housing Corporation 
ltd. 

10,85 

58 

38 

is 

1 


361 

41 

329 

5! 

6. State Agro-Industries C orporation 


... 


.. 

... 


300 


220 


Mihhtry of Commerce 

1. State Trading Corporation 

800 

524 

160 

119 


140 


160 

600 

160 

2. Minerals and Metals Trading Corpo- 300 

539 

36 

504 

.. 

30 


54 

.. 

54 

ration 

3. Cotton Corporation of India 

67 

3 

n 

Am 

1 


2 





4. National Textile Corporation 

587 

14 

% • • 

... 

... 

... 

284 

... 

293 



( Contd ) 
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Commercial ami bdnfeU Undertakmfs Rim Outside the Ceutnl Gorenuncat— (Contd.) 


(In lakhs of rupee) 



Central 
Govern¬ 
ment’s 
Invest¬ 
ment 
in share 
Capita) 
upto 
1971-72 

Net — 


Appropriations 

Dividend/ 
Profit 
received 
by Govt, 
during 
1971-72 

Revised 

1972-73 


Budget 

1973-74 

Name of the Undertaking 

profit 

earned 

during 

1971-72 

Dividend General 
and 
other 
Reserve 
Funds 

Develop¬ 

ment 

Rebate 

Capital 
Invest¬ 
ment by 
Central 
Govern¬ 
ment 

Dividend/ 
Profits 
expected 
to accrue 
to Govt. 

Capital 
Invest¬ 
ment by 
Central 
Govern¬ 
ment 

Dividend/ 
Profits 
expected 
to accrue 
to Govt. 

1 


3 

4 

5 

6 

7 

8 

9 

10 

11 

5. Tea Trading Corporation of India Ltd 







3 


5 


6. Jute Corporation of India 

75 

”5 

3 

2 

... 

... 

25 

3 

... 

*6 

Ministry of Health and Family Planning 

1. Hindustan Latex Ltd. 

70 

16 

3 

13 

... 

... 

... 

•. • 

40 

... 

Ministry of Works and Housing 

1, Hindustan Housing factory Ltd, 

49 

II 

5 

5 

1 

5 


5 

1 

5 

2. National Buildings Construction 

Corporation 

200 

13 

... 



... 

50 

... 

50 

... 

Ministry of Heavy Industry 

1. Hindustan Muchine Tools Ltd. 

1 692 

96 

... 

95 

11 


510 


298 . 


2. Heavy Electricals (India) Ltd. 

5000 

89 

... 

... 




... 

... 


3. Bharat Heavy Llcciricals Ltd. 

8000 

303 



•.« 






4. Machine Tools Corporation of In- 

dia 

400 

—24 

... 

... 

p •• 

• • • 

... 




5. Tungabhadia Steel Products 

51 

4 

... 

4 







6. Triveni Structural Ltd. 

153 

—58 









7. Bharat Heavy Plates and Vessels 

Ltd. 

818 

—203 



i0 


28 


50 


8. Heavy Lnginecring Corporation 

15 951 

—1 585 

... 


lf# 


55 

... 

100 

• • • 

9. Mining and Allied Machinery Cor- 

poration Ltd. 

2000 

—350 

... 




... 

... 

... 

... 

Ministry of Industrial Development 

1. Hindustan Cables Ltd. 

702 

—11 





175 

... 

50 


2. Hindustan Salts Ltd. 

179 



... 







3. National Instruments Ltd. 

349 

—147 

... 




34 


20 


4. National Newsprint and Paper 

Mills Ltd. 

255 

8 









5. Instrumentation Ltd. 

389 

87 

27 


• # • 


*8 

27 

35 

32 

6. Hindustan Photo f ilms Mamitac 

tiling Co. Ltd. 

582 

—265 




* •. 

... 

... 



7. Tannery Footwear Corporation of 

India 

36 

—66 


. • • 

i 


20 


30 


8. National Industrial Development 

Corporation 

10 

15 

2 

25 

... 

2 

9 # 

2 


2 

9. Cement Corporation of India 

744 

3 

... 

• • . 

... 

... 

350 


450 

... 

10. Bharat Ophthalmic Glass Ltd. 

235 


... 


... 

... 

40 

... 

1 

... 

Ministry of Irrigation and Power 

I. National Projects Construction 

Corporation I til 

151 

—71 



... 

... 



... 


2. Water and Powei Development 

Consultancy Services (India) 
Ministry of Petroleum and Chemical* 

30 

1 


... 

... 

... 

... 

... 

... 


1. Cochin Refineries Ltd. 

370 

176 

112 

52 

12 

59 




53 

2. Fertilizers Corporation of India 

13 75.1 

169 

... 

... 

169 

# # 

6553 


7120 


3. Indian Oil Corporation Ltd. 

71 08 

3194 

4 98 

2400 

300 

498 

... 

498 

... 

498 

4. Indian Drugs and Pharmaceuticals 

Ltd. 

2 750 

—487 




... 

620 

• • • 

50 

... 

5. Madras Refineries 

953 

346 

116 


280 

86 

... 


... 


6. Luhri/ol India Ltd. 

31 

42 

4 

38 

1 



*2 


1 

7. Oil and Natural Gas Commission 

13 320 

12 12 

• - • 

220 

•, . 


195 




8. Fertilizers and Chemicals Travan- 

core Ltd. 

2 678 

—382 

. .. 



i#| 

1975 


1 685 


9. Hindustan Antibiotics Ltd. 

247 

14 

12 

i 

"2 

12 

• • • 

12 

• • * 

i'i 

10. Hindustan Insecticides, Ltd. 

126 

39 

10 

28 

| 

9 



... 


II. Engineers India ltd. 

25 

29 

2 

... 

... 

2 

|M 

2 

• • * 

* 2 

12. Hindustan Organic C hemicals Ltd. 

794 

—15 



76 

... 

120 


60 


13. Pyrites Phosphates and C hemicals 

Ltd. 

609 

—54 

... 

... 


... 

... 

... 

... 

... 

Ministry of Shipping and Transport. 

1. Hindustan Shippyard Ltd. 

789 

59 

p., 

15 

35 

... 

141 

... 

95 

... 

2. Central Road Transport Corpora- 

tion Ltd. 

NO 

—23 

... 

... 

... 


30 


l 


3. Shipping Corporation of India Ltd. 
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Insist on 

“KHATAU VOILES” 

THEY ARE DYED, BLEACHED, 
MERCERISED AND PRINTED IN 
EYE-CATCHING DESIGNS 


The Khatau Makanji Spg. & Wvg. Co., Ltd., 

Laxmi Building, 

6, Shoorji Vatlabhdas Wlarg, 

Fort, B O M B A Y - 1. 


**■■*■< 


X 

X 

X 


♦ 

♦ 

: 

x 

t 

X 

X 


4- 


From Gedore 

to 40 markets abroad 


Handtools off 
unnuitclied quality 
and range 

Gedore continues to be the 
largest axportars of engineering 
goods from Northern India 
for tha sacond year. 

With an increase of Rs. 46 
lakhs in exports in 1971-72, 

Gedore now earns over 
Rs. 2.28 crores in foreign 
exchange. 


(QEDOWEi 


UmmIgImMI Hi Qurilty, 
amstdM Is Rasgsl 

gsdow toon irnoM) mum immo 

tst. 6«M Data. PM IMM-S 



Sallhip Agmi* far Nonhem India 

JHAIANI BROTHERS 
P. 0. Bex HO. Nm OatM 
Abo ot Knpw 0 JallnnJui tit) 
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MAKE SAIL TRAVEL SAFE 



NORTHERN RAILWAY 


73 - 74 : 

A MONEY SAYING 
‘BUDGET’ 


March 9. The latest news on the budget front is 
encouraging The ir.centive-to-save from Bank of 
Baroda is high. A choice of 6 Savings Accounts: 

Savings. Minors* Savings. Fixed Deposit. Recurring 
Deposit. Monthly Income Plan. Festival Deposit 
Plan. Most people will find one or other Bank of : 

Baroda Savings Account suitable in terms of convenience 
and profitability. A provision for saving with Bank of 
Baroda is therefore extremely likely in most budgets. | 

A further encouragement is the Income Tax exemption I 

on interest upto Rs 3000 and Wealth Tax exemption | 
on deposits upto Rs. 1,50,000. i 



Bank of Baroda 




HANDS 
THAT HOLD A 

MERCURY PENCIL 

RUN FAST & PUT !N 
MORE WORK 

People of all age groups 
every one from school 
boys to degree holderi.know 
the worth of MERCURY Pencil 
# or Its supreme qualities In alt 
respects. MERCURY Pencils ire so famous 
the entire household 

uses them! MERCERY Pencils are available in 
Black, Colour and Copying lead 



Manufactured &ft+ 


THE MADRAS PENCIL FACTORY 

3. STRINGERS STREET. MADRAS I. 
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Commercial and Industrial Undertakings Run Outside the Central Government (Count.) 


Name of the Undertaking 


Central 
Govern¬ 
ment's 
Invest¬ 
ment 
in share 
Capital 
upto 
1971-71 


Appropriations 


Revised 

1972-7.1 


(In l.ikhs of rupees) 

Budget 

1973-74 


Net 

profit 

earned 

during 

1971-72 


Dividend/ 


Dividend General Develop- Profit C apital DiviJond/ Capital Dividend/ 

ani other ment received I »ve>i- Profits Invest- profits 
Reserve Rebate by Govt, ment by expeted incnt by expecsed 

bunds during Central to iccrue Central tn accrue 

1971-72 Govern- to Govt. Govern- to Govt, 
ment ment 


1 

2 

3 

4 

5 

6 

7 

8 

<> 

4. Mogul Lines 1 td. 

80 

9 


9 





5. Central Inland Water Transputt 









Corporation 

276 

-126 





63 


Ministry of Steel and Mines 









1 . Hindustan Steel l td. 

2. Hindustan Steel Works Const me- 

59 437 

-44 85 





17 15 


lion Ltd. 

3. National Coal Development Cor- 

50 

53 

10 

18 

25 

10 


10 

poration 

12 232 

—-653 





1858 


4. Ncyveli Lignite Corporation 
s - National Mineral Development 

8 000 

-1333 





209-r 


Corporation 

<8 97 

— 350 





1707 


6 . Hindustan Zinc T td. 

955 

—26 





185 


1 finis try of Tourism and Ci vif A nation 









1. Air India 

2 091 

—166 



os 

82 

500 


2. Indian Airlines 

3. India Tourism Development Cor¬ 

2 139 

■ - 455 



72 

689 



poration 

722 

21 



•>*> 


180 


Department of Atomic l-jiergy 









1. Indian Rare F.arths, Ltd. 

175 

46 

14 

41 

j 

12 


14 

2. electronics Corporal ion of India 







Ltd. 

375 

67 




4 

225 


3. Uranium Corporation oi lndia f.td 

S?6 

62 



20 



Mini Ary of Communications 









1 . Indian Telephone Industries I id. 

*88 

*93 

62 

319 

12 

48 


48 

•0 

2 . Hindustan Teleprinters Lid. 

82 

81 

10 

73 


10 


Total 

19.64,16 

—15 16 

15,58 

47,91 

26,28 

14,08 

2.25,66 

13,58 


10 


' IMS 

MX) 

'H)(> 


MX) 

2(H) 

150 


142 


20 


11 


10 


14 


4S 

10 


III.—PROMOIIONAL. AND DLVI I.OPMFNTAL UNDERTAKINGS 


Department of Science and Technology 
I. National Research Development 
Corporation 


Ministry of Agriculture 


1 - National Seeds Corpoi a lion 

259 

1 


. , *0 


4;» 


2. Slaughter 1 louses Corporation 

3. Indian Dairy Corporation 

itk) 

29 

19 

10 




Ministry o] Irrigation and P over 








1. Rural electrification Corporation 

1 200 

73 

12 60 

9 N00 

1 *» 

1 1M) 

'0 

Ministry of Indusiriat Development 








1 . National Small Industries Corpo- 








ration Ltd. 

150 

—41 




200 


Ministry of Labour and Rehabilitation 







1 . Rehabilitation Industries Corpo¬ 








ration 

328 

—63 


n 


»- 


Total 

22 72 

4 

12 89 

9 8 53 

12 

2000 

20 

GRAND TOTAL 

2696 8 

—15 12 

15 70 48 80 

26 28 14 17 2 97 36 

1405 

3 0294 

15 19 
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COME. 
GREET 
THE «£ 
NG 

Everything you want in a 
carefree leisure wear- 
lightness, coolness, comfort— 
you'll find in any of these styles 
crafted by Bata. There are 
many more at your favourite 
Bata Store, in a variety of designs 
and colours, with the easy, 
relaxed manners that add to the joys 
of living. Come in and try a pair. 




Jubilee 40 
Size* 4-10 
Re 20.95 




liF 




SunwavAf 


1 \MI R\ I ( ONI IMIS I 
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EXTERNAL LOANS 


Statement of Receipts 


(In lakhs of rupees) 


Details of Loans 

Amount 

of 

loans 

authorised 

Actuals 

upto 

1965-66 

Actuals 

1966-67 

to 

1968-69 

Actuals 

1969-70 

Actuals 

1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised 

1972-73 

Estimated 
balance as 
on 31-3-73 
at post- 
devaluation 
rate of 
exchange 

Budget 

1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

l ■ COUNTRIES 

I. hums from USA: 

(i) American Wheat Loans 

90,31 

90,31 









(ii) Development Assistance Loans 

61,91 

61,91 


... 



... 

... 


... 

(iii) D.L.F./A.I.D. Loans 

18,93,12* 

6,65,28 

6,24,98 

1,11,42 

1,84,87 

1,52,54 

1,37,95 

24,47 

9,97 

9,9 

(iv) Asian Economic Development 
* Fund Loans 

8,74 

8,46 

39 








(v) P.L. 480 Rupee Loans 

15,24,00 

5,28,85 

7,71,40 

60,50 

50,00 

... 

. . 

12,12 

... 

,. 

(vi) P.L. 480 Convertible Local Cur¬ 
rency Credit 

3,30,35 


1,03,88 

71,60 

44,40 

1,03,09 

11,00 

29 

61 


(vii) US Export Import Bank Loans: 

(a) First Loan 

71,43 

71,43 









(b) Second Loan 

23,81 

23,81 


... 

9 m 


11 • 


■ • • 


(c) Third Loan 

11,90 

11,90 





• - • 




(d) Fourth Loan 

11,90 

3,36 

12,84 

• • • 

, m 

• •• 

>l# 

• •• 

<M 


(c) Credit for Diesel Loco 

Works, Varanasi (l Tranche) 

9,05 

8,71 

75 








(f) Credit for Diesel Loco Works 
Varanasi (II Tranche) 

8,10 

7,29 

1,28 








(g) Credit for Diesel l.oco 

Works, Varanasi (HI Tran¬ 
che) 

9,57 

9,64 








(h) Fifth Loan 

15.00& 


4,02 

10,98 


9 • • 



., 

(i) Loans to Air India 

First Loan 

2,29 

2,29 







Second Loan 

4,53 

4.53 


# # 







(i) Sixth loan 

11,25 & 



91 

9,67 

2,25 


*9 9 


(viii) Debt Relief 

21,86 & 

... 



... 


21,86 


... 


Total 


II. —Loans from USSR : 

(i) Bhilai Loan 

(ii) Industrial Enterprises 

(iii) Drugs Credit 
(iv> Baraum Credit 

(v) 337,5 million Roubles Credit 

(vi) 112.5 million Roubles Credit 

(vii) Bokaro Credit 

(viii) 300 million Roubles Credit 

Total 

III. — U.K. Credits : 


41,09,12 

14,88,13 

15,25,16 

2,47,58 

2,91,16 

2,65,30 

1,51,20 

58,74 

10,58 

9,97 

64,74 

64.74 









59,53 

44,51 

1,99 

36 

30 

21 

34 

i4 

20,61 

is 

9,52 

9,46 

8 


... 

... 

... 

... 

... 

,, 

11,91 

11,31 

55 

2 


1 

... 


.. 


1,78,58 

1,33,55 

23,60 

3,02 

i,i4 

61 

85 

67 

40.25 

iii 

59,53 

18,49 

24.54 

2,14 

3,26 

1,07 

2,10 

7.52 

25,24 

13,50 

1,05,82 


72,08 

43,53 

31,18 

8,44 

3,27 

6,25 

5,18 

2,58 

2,50,00 & 


13,64 

48 

87 

3,69 

2,43 

1.24 

2,30,09 

3,05 

7,39.63 

2 ,82,06 

1,36,48 

49,55 

36,75 

14,03 

8,99 

15,82 

3,21,37 

20,12 


(a) U.K. Government Loans: 


(i) Durgupur Credit 20,00 

(ii) Second E.C.G.D. Credit 38,00 

(iii) UK India (Oil Pipe Line) Credit 4,00 

(iv) UK India (General) Credit, 1959 25,33 

(v) First UK India (General, Credit, 

. ‘960 13,33 

(vi) Second UK India (General Credit, 

I960 6,67 

(vii) First UK India (General) Credit, 

... 13,33 

(vm) UK India (Five-Year Plan) Cre¬ 
dit, 1961 40,00 

(ix) Second UK India (General) Cre- 

dit, 1961 6,67 


20,00 

38,00 

4.00 

25.33 

13.33 
6,67 

13,33 

37,19 

6,67 


4,15 


•Rs. 8,99,00 lakhs at pre devaluation rate of exchange and Rs. 9,94,12 lakhs at post-devaluation rate of exchange & at Post-devaluation rate of exchange. 
Notes.— (!) Figure shown under Columns 2 to 3 of this statement are at pre-devaluation rate unless otherwise specified. 

(ii) Figures shown in .Columns 2 to 6 are departmental actuals. 
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External Loans — (Contd,) 


(In lakhs of rupees) 



Amount 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Budget 

Revised 

Estimated 

Budget 

1973-74 

Details of Loans 

of 

loans 

authorised 

upto 

1965-66 

1966-67 

to 

196-869 

1969-70 

1970-71 

1971-72 

1972-73 

1972-73 

balance as 
on 31-3-73 
at post¬ 
devaluation 
rate of 
exchange 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 


(x) First UK India (General) Credit, 

1962 

13,33 

10,42 

4,41 







(xi) UK India (Durgapur Extension) 
Credit, 1962 

29,33 

15,48 

7.01 

2,24 

1,47 

59 

36 

205 


(xii) Second UK India (General) Cre¬ 
dit, 1962 

* (xiii) UK India (Five-Year Plan) Cre¬ 
dit, 1962 

(xiv) U.K. India (Steel) Credit. 1963 

6.67 

17,33 

4.67 

6,67 

9,83 

4,27 

8,74 

61 

97 




... 

... 

(xv) First UK India (General) Credit, 

1963 

13,33 

13,33 








(xvi) Second UK India (General, Cre¬ 
dit, 1963 (Kipping Loan 1) 

5,33 

2,19 

3,34 

143 

56 





(xvii) First UK India (General) Credit, 

1964 

6,67 

6,67 







(xviii) First UK India (Bhopal) Credit, 

1964 

3,33 

1,36 

2,90 







(xix) First UK India (Five Year Plan) 
Credit, 1964 

6,67 

1,68 

4,79 

81 

1,49 





(xx) Second UK India (General) Cre¬ 
dit, 1964 

13,33 

13,33 







(xxi) Second UK India (Five Year 
Plan) Credit, 1964 (Oil India Ltd) 

2,00 

2,93 

13 






(xxii) Third UK India (Five Year Plan) 
Credit, 1964 

2,03 


1,54 

99 

34 





(xxiii) Fourth UK India (Five Year 
Plan) Credit, 1964 

1,33 


95 

94 






(xxiv) Third UK India (General) Credit, 

1964 (loan II) 

5,33 


5,39 

1,70 

48 





(xxv) Fifth UK India (Five Year Plan) 
Credit, (Kipping 1964 (For Singa- 
reni Collieries) 

1,67 

40 

1,57 

24 






(xxvi) Second UK India (Bhopal) Credit, 
1964 

2,67 

17 

3,55 

11 






(xxvii) Sixth UK India (Five Year Plan) 
Credit, 1964 

4,30 


5,97 

21 






(xxviii) First UK India (General) Credit, 

1965 

6,67 

618 

44 







(xxix) UK India (Five Year Plan) Cre¬ 
dit, 1965 

67 

19 

65 







(xxx) Second UK India (General) Cre¬ 
dit. 1965 

6,67 

6,67 








(xxxi) UK India (General Purpose) Lo- 
Loan, 1965 

13,33 

13,33 








(xxxii) UK India (Non-Project) Loan, 

1965 (III Kipping Loan) 

5,33 

9 

6,33 

34 

33 

78 




(xxxiii) UK India Food Emergency Loan, 
1966 

10,00 


5,98 

94 

23 

61 




(xxxiv) First UK Indiu (Bhopal) Loan, 1966 

5,37 


7,64 

43 

41 

49 

... 

... 

... ... 

(xxxv) UK India (General Purpose) 

Loan, 1966 

13,33 


24,34 







(xxxvi) First UK India (Non-Project) 

Loan, 1966 (IV Kipping Loan) 

5,33 


1,36 

1,09 

54 

93 




(xxxvii) Second UK India (Non-Project) 

Loan 1966 

28,35 & 


28,35 






(xxxviii) Second UK India (Bhopal) Loan, 
1966 

4,00 & 


2,63 

1.95 

57 

25 




(xxxix) UK India Sindri Loan, 1966 

36 & 


9 

9 

13 

... 

... 


(xl) UK India (Non-Project) Loan, 1967 
(V Kipping Loan) 

12,60& 


2,44 

4,09 

3,45 

2,62 




(xli) UK India Debt Refinancing and 
General Purpose Loan, 1967 

25,20 & 


25,20 




(xlii) UK India General Purpose Loan, 
1967 

21.60& 


21,60 







(xliii) UK India General Purpose Loan, 
1968 

15,30 & 


15,30 







(xliv) UK India Debt Refinancing 

Loan, 1968 

13,50& 


13,50 







(xlv) UK India—Capital Investment 

Loan, 1968 

15,30 & 



11 

4,39 

7,96 


2,84 

HI 

(xlvi) UK India—Non-Project Loan, 

1968 (VI Kipping Loan) 

12,60 & 

•* 


4,40 

4,24 

2,66 

1,98 

3.31 

(Contd.) 
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Implements that command 
your implicit confidence 



The Implements manufactured at the Mysore 
Implements Factory are of special high carbon 
steel which is hard and durable. They are either 
solid forged or rolled from the material hardened 
and tempered with modern techniques, to ensure 
durability and long life. Stringent quality control 
is maintained at every stage of manufacture. 



The factory is equipped with latest machinery to 
meet the growing needs of the agriculturists and 
allied industries. The factory is registered with 
the D.G.S & D., New Delhi, as manufacturers of 
Pick Axes and Rly. Beaters, Mumties and 
Powrahs. Hammers. Shovels and Crow bars as 
per I.S. specification. 

THE MYSORE IMPLEMENTS FACTORY 

(A Government of Mysore Undertaking) 

HASSAN (MYSORE STATE) 


V Bmtmrorn .|VT»1< 
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External Loans— Contd. 


(In lakhs of rupees) 


Details of Loans 

Amount 

of 

loans 

authorised 

Actuals 

upto 

1965-66 

Actuals 

1966-67 

to 

1968-69 

Actuals 

1969-70 

Actuals 

1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised Estimated 
1972-73 balance as 
on 31-3-73 
at post 
devaluation 
rate of 
exchange 

Bupget 

1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

(xlvii) UK India—Mixed Project Loan. 

1968 

3,60 A 

• » • 

... 

... 

2,10 

1,50 


... 


• » • 

(xlviii) UK India—Gcneal Purpose 

Loan. 1968 

2,70 & 


2,70 

... 

... 


... 

• 



(xlix) UK India—Loan for ICICI 1968 

1,80 A 


... 


27 

58 

63 

87 

9 

9 

(1) UK—India Debt Refinancing 

Loan, 1969 

13,50 A 


... 

13,50 


. . 

... 




(li) UK—India Maintenance Loan, 

1969 

28.50 A 

... 

... 

18,38 

10,42 


... 




(lii) UK—India Capital Investment 

Loan, 1969 

13,50 A 

... 

... 

... 

... 

4,99 

5,40 

8,51 



(liii) UK—India Mixed Project Loan, 

1969 

3,60 A 

... 

... 

... 

... 

2,97 

1,80 

63 



(liv) UK—India Mixed Imports Loan, 

1969 (vii Kipping Loan) 

7,20 A 



... 

1,17 

1,53 

1,98 

2,25 

2,25 

2,25 

(Iv) ICICI Loan, 1969 

(Ivi) First Maintenance Loan, 1970 

1.80 A 






90 

1,80 

1,80 

16,20 A 



12,65 

3,55 




(Ivii) Second Maintenance Loan, 1970 

46,80 A 



38,64 

8,15 





(Iviii) Diii'gapui, 1970 

5,58 A 




42 

1,58 

90 

2.25 

1,33 

1.33 

(lix) Debt Rclif I oan, 1970 

13,50 A 



13,50 






(lx) Mixed Project Loan, 1971 

5,40 A 





1,80 

5,40 



(Ixi) VII 1th Kipping Loan, 1971 

3,60 A 





... 

1,00 


3,60 

1,80 

(lxii) Capital Invstment Loan, 1971 

2I.60& 


... 




90 

2,14 

13,50 

13,50 

(xiii) ICICI Loan. 1971 

1,80 A 






1,80 

(Ixiv) Mixed Project Loan, 1971-72 

14,40 A 


... 




90 

14,40 



(Ixv) Capital Invstment Loan, 1971-72 

21,60 A 



... 



3,60 

21,60 

3,60 

(Ixvi) Debt Refinancing Loan, 1971 

13,50 A 





13,50 


(Ixvii) Maintenance I oan, 1971-72 

48.60 A 





39,60 


9,66 



(Ixviii) Debt Reliel\ 1972-73 

14,40 A 





13,50 

14,40 



(Ixix) Mixed Project Loan, 1972 

28,80 A 






3,55 

28,80 

25,25 

(Ixx) Maintenance Loan, 1972 

45,00 A 







45,00 

(a) La/urd Brothers 

15,33 A 

15,33 








(b) Barclays Bank 

4,59 A 

1,33 

1,07 




8 

J 


Total 

9,19,36 

2,92.11 

2,17,64 

82,31 

75,16 

19,42 

37,45 

1,14,68 

72,98 

49,62 

IV.— Loans from Canada: 

(i) Wheat Loan 

15.71 

15.71 









(li) Rana Pratnp Sugar Hydro Elect- 

nc Protect 

3.52 

3,19 

37 

1 

2 






(iii) Diesel Locos Tor Indian Railways 

2.39 

3,39 









(iv) Rajasthan Atomic Power Project 

(Candu Atomic Power Project) 

31,58 

1.71 

20,06 

3,67 

2,87 

1 

55 

58 

1,00 

18 

16 

(v) Wind Tunnel Project 

1,85 

1,18 

80 

18 

1 




(vi) Durgapur Alloy Steel Project 

(Amco l urnance) 

87 

42 

53 








(vii) Indaluco Expansion 

83 

66 

17 








(viii) Kota Dam Hydro Electric Project 

3,89 

41 

2.79 

2 

\ 



17 

10 

i S 

(ix) Development Loans: 

(a) Diesel Locos for Calcutta 

Port, 1966 

97 


1.54 

1 







(b) Diesel Locos for Railways, 

1966 

4,86* 


4.75 



1.87 


5 



(c) Geological Survey of India, 

1967 

1,39* 




21 

21 

50 

70 

29 

28 

(d) Iddiki Hydro Electric Power 

Project, 1967 

7,63 




2.86 

2.12 

97 

2.28 

1.87 

97 

(e) Purchase of Fertiliser and 

Fertiliser material, 1967 

6.94* 


6:67 

27 

5 






(f) Purchase of Industrial como- 

dity, 1967 

6,94* 


4.36 

1.19 

86 

9 





(g) Non Project Development 

Loan,1967 

8,22* 


6.87 

1.18 

80 

2 





(h) Non Project Non-Commodi- 

ties Loan, 1968 

14.67* 


4.60 

2.45 

2.45 

1.20 





(i) Industrial Commodities Cre- 

dit, 1968 

(j) Fcrulzer Credit, 1968 

(k) Fertilizer Credit, 1969 

10,41* 

10,41* 

5.55* 

... 

80 

8,95 

5,12 

45 

75 

4,42 

2.93 

1 

1 

2.62 

... 

... 

... 

... 

(1) Non-Project Non-Commodi- 

ty Loan, 1969 

15,47 

... 


6,25 

9,34 

32 

... 

... 


... 


(Contd.) 
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Plan for the future 



Hindustan Sanitaryware equipment fit beautifully into 
your scheme of things. Made from non-porous, craze- 
resistant vitreous china, they're designed to give years 
and years of efficient service, long after you've bought 
them. 

I X-- - -‘"V 

And now from Somany-Pilkington’s (HSI's sister concern) 
exclusive ceramic wall tiles to go with HSI fittings. SP tiles, 
in loft, dreamy pastel shades, offer the finest in quality, 
the latest in designs. See captivating Snoflake H and other 
SP tiles—made to international standards—at your nearest 
dealers* or contact: 



■oMANYPiLKiNonrarOi 

UMITED 

Kssssr, Rohtak, Haryana 




And 10 years of intensive research and development 
work at HSI's Applied Research Centre has gone into 
the making of Hindustan sanitaryware. 

Buy a whole suite for anything between Rs. 450 and 
Rs. 1,500 or each fixture separately. In six permanently 
beautiful colours—misty lilac, Venetian pink, ming green, 
turquoise, sky blue, citrus yellow—plus sparkling white. 


8 

i 


jy?, HINDUSTAN 
JTT. SANITARYWARE /«\ 

« INDUSTRIES LIMITED •&£,; 




makers of India's largest selling, 
largest exported bathroom equipment 


vv 


flWfSittrstiort applied fory 


® RtOittertd Trade Marie 
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External Loans— {Contd.) 


(In lakhs of rupees) 


Amount 

Details of Loan of 

loan 

authorised 

Actuals 

upto 

1965-66 

Actuals 

1966-67 

to 

1968-69 

Actuals 

1969-70 

Actual* 

1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised Estimated 
1972-73 balance 
as on 
31-3-73 
at post 
devaluation 
rate of 

Budget 

1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

(m) Telecommunication Equip¬ 
ment for P &T. 1969 

27,75 





5.24 

2,50 

14,31 

8,20 

6,94 

(n) Non Protect Commodities 
Loan, 1970 

11,80 




9,29 

2,52 

(o) Non Project Commodities 
Loan. 1970 

9,02 




2,77 

6,09 


16 



(l\) Purchase of components for 
D.L.W. Varanasi 

4,16 






1,27 

1,35 

1,33 

1,32 

(x) Rajasthan Atomic Power Project 
11 

26,72* 


4,14 

5,23 

4,60 

4,84 

3,50 

3,50 

4,69 

1,57 

(xi) Oil & Natural Gas Commission. 
1971 

2,08* 




2,08 

1,73 

35 

35 

(xii) Purchase of Commodities, 1971 

27,75* 



... 


19,54 

5,20 

7,81 

(xiii) Purchase of f'etuip./Machinery, 

1971 

6,94* 






2,13 

48 

6,45 

6,45 

(xiv) Fertilizer Bulk Handling facility 
at Kandla 

1,18 






19 

99 

51 

(xv) Non-Proiect Loan, 1972 

34,69* 

... 

... 

... 

... 

... 

20,81 

20,81 

13,88 

13,88 

(xvi) Addl. Agreement for Kandla/Hal- 
dia 

1,32* 








1,32 

36 

(xvii) Second Satellite Earth Station 

1,21* 



... 


... 



1,21 

41 

(xviii) Misc Capital Goods 

3,47* 


... 






3,47 

(xix) Synthetic Rubber Project 

5.20* 



... 



... 

1#i 

5,20 

22,2 

(xx)Oil & Natural Gas Commission, 

1972 

?,09* 








2,09 

1,39 

Rourkela Repayments 

47,62 

33,14 

20.05 

2,oi 

*45 

*4 



Total 

3,20,48 

26,67 

58,45 

34,98 

44,24 

47,26 

20,04 

53,63 

51,62 

37,61 


V .—Loans from Federal Republic of Germany \- 


**(i) D.M. 660 million Rourkela Cre- 


dit 

75,50 

74,57 








**(ii) D.M. 168 million credit 

19,05 

19,05 








**(iii) First D. M. 125.1 million Credit 

14,18 

14,18 

... 


... 

... 




**(iv) Second DM 1251 million credit 

14,18 

14,18 

•.. 

... 


... 

... 



**(v) D.M. 98.36 Credit—Rourkela 

Prolongation Credit (First) 

11,16 

11,16 


... 

... 

... 

• • • 

... 


(vi) D.M. 230 million Credit, 1961 — 

Rourkela Prolongation Credit 

(Second) 

27,38 

27,38 




•.. 




(vii) D. M. 70 million Credit, 1961 

8,33 

8,33 


... 

... 

• »• 

... 



(viii) D.M. 170 Credit, 1961 

20,24 

20,24 



... 

•. • 

... 



(xi) D.M. 85 million Credit, 1962— 

Rourkela Prolongation Credit 

(Third) 

10,12 

10.12 

• • • 

... 

• • • 

... 




(x) D. M. 100 million Credit, 1962 

11,90 

11,90 

... 

... 

... 

... 




(xi) 13. M. 264 million Credit, 1964 

(xii) D. M. 400 million C redit foi 

31,43 

31,43 



... 


... 


... 

(xiii) D. M. 61.4 million Credit, for 

Rourkela Refinancing 

7,31 

7.31 



... 





(xiv) D. M. 40 million Credit, 1964 

4,76 

3,08 

2,32 




... 



(xv) D. M. 28.1 million Credit, 1964 

(xvi) D. M. 90 million Credit, 1965 

3,35 

10,71 

3,35 

10,71 



... 

... 

... 


... 

(xvii) D. M. 55 million Credit, 1965 
(xviii) D. M. 40 million Credit, 1965 

6,55 

1,34 

8,95 




... 

... 

... 

(Selected Projects 1) 

4,76 

2,47 

2,20 

4 

(—)12 

13 

1,32 

21 

98 41 

(xix) D. M. 93.6 million Credit, 1965 
(Consolidation of Rourkela Liu- 

bilitics) 

(xx) D. M. 10 million Credit, 1965 

11,14 

11,14 

... 

... 

... 

... 

... 

... 

... 

(Extension of Neyveli Mining 

Scheme) 

1,99 

77 

46 

3 

8 

8 

5 

2 

10 10 

(xxi) 1). M. 6.4 million Credit, 1965 

(Coal Wushery, Sawang) 

(xxii) D. M. 23.5 million Credit, 1966 

76 

10 

69 


9 

20 

29 

1 

... 

(Commodities V.) 

(xxiii) D. M. 7.25 million Credit, (Telco 

2,80 

36 

3,85 


... 


... 

... 

... 

Tool Factory) 

86 


1,03 

7 

12 

14 

... 


2 2 

(xxiv) D. M. 18 million Credit, 1966 

(Indian Railway 1) 

2,15 

39 

2,42 

3 


6 

... 


13 13 

(xxv) D, M. 60 million Credit, 1966 

(Commodities VI) 
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External Loans— (Contd.) 


(tn lakhs of rupees) 


Details of Loans 


Amount Actuals Actuals 
of upto 1966-67 
loans 1965-66 to 
authorised 1968-69 


Actuals Actuals Actuals Budget 
1969-70 1970-71 1971-72 1972-73 


Revised Estimated Budget 

1972-73 balance as 1973-74 
on 31-1-73 
at post¬ 
devaluation 
rate of 
exchange 


1 

2 

3 

4 

5 

6 

7 

8 

9 

to 

21 

(xxvi) D. M. 12 million Credit, 1966 
(Fertilisers) 

1,43 


2,27 








(xxvii) D. M. 52.16 million Credit, 1967 

10.69* 


5,25 


2i 

7 

1,20 

84 

3,83 

2,24 

(xxviii) D. M. 180 million Credit, 1967 

33,75* 


33.61 

i4 





(xxixj D. M. 28.25 million Credit, 1967 
(Indian Railways II) 

5,79* 


2,11 

94 

1,74 

20 


41 

39 


(xxx) D. M. 30 million Credit, 1967 
(xxxi) D. M. 40 million Credit, 1967 
(xxxii) D. M. 70 million Credit, 1967 
(xxxiii) D. M. 16 million Credit, 1968/ 
(Indian Railways III) 

26.25 V 

3,28* 

... 

18,67 

14 

6,50 

57 

1.18 

2,41 

56 

1,04 

74 

40 

40 

(xxxiv) D. M. 17.4 million Credit, 1968 
(Ncyvcli Lignite Project) 

3,49* 


75 

35 

78 

45 

25 

41 

75 

61 

(xxxv) I). M. 102 million Credit for 
Commodities 

(xxxvi) D. M. 58 94 million Credit for 
Debt Rescheduling 

19,13* 

11,05* 


6,08 

10,83 

12,71 

1,22 



... 



(xxxvii) D. M. 62 million (Debt Re¬ 
schedule) 

(xxxviii) D. M. 39 million Credit (Gujarat 
Aromatic) 

(xxxix) D. M. 35 million Credit (Capital 
Goods) 

(xl) D. M. 99 million Credit (Com¬ 
modities) 

(xli) D. M. 28.97 million Credit (Inte¬ 
rest Rescheduling) 

(xlii) D. M. 10J.5 million Credit, 1970 
(xliii) D. M. 76.3 million Credit 
(xliv) D. M. 25 million Credit, 1970 
(xlv) D. M. 30 million Credit, 1969 
\ Ships) 

(xlvi) D. M. 9 million Credit, (N.F..C.) 

(x)vii) D. M. 100 million Credit, 1971 
(xlviii) D. M. 71 million Credit, 1971 
(xlix) D. M. 4 million Credit, 1971 
(I) D. M. 30 million Credit, 1972 
(Cap. Goods) 

(li) D. M. 21,36 million Credit, 1972 
(MICO Expansion) 

(lii) D.M. 17,6 million Credit 1972 
(Bihar Alloy Steel Pr.) 

(liii) D. M. 27.1 million Credit, 1972 
(Tyre Plant) 

(liv) D. M. 4 million Credit, 1972 
(Gujarat Acetate Pr.) 

(lv) D. M. 80 million Credit, 1972 
(Commodities) 

(Ivi) D. M. 30 million Credit, 1972 
(Capital Goods) 

(Ivii) D. M. 89 million Credit, Debt 
Relief 

Total* 

VI.—Loans from Japan : 

(i) First Yen Credit 

(ii) Second Yen Credit 

(iii) Third Yen Credit 

(iv) Fourth Yen Credit 

(v) Fifth Yen Credit 

(vi) Sixth Yen Credit 

(vii) Seventh Yen Credit 
(viii) Eighth Yen Credit 

(ix) Ninth Yen Credit 

(x) Food Aid 

(xi) Vizag Outer Harbour 

(xii) Tenth Yen Credit 

(xiii) Deep Sea Oil Exploration 

(xiv) Eleventh Yen Credit 

(xv) Twelfth Yen Credit 

Total 


12,70* 


12,70 


7,99* 

... 

... 

2,93 

2,21 

1,23 

37 

1.35 

26 

26 

7,17* 

... 

... 

... 

... 

2,29 

2,50 

2,65 

2,23 

2,02 

20,28* 

... 


6,22 

14,06 


... 


... 

... 

5,43 



5,43 







20,80* 

... 



3,89 

17,70 





15,63* 

... 


#|( 

15,63 






5,12* 



... 


1,04 

2,50 

2,46 

1,62 

1,43 

6,15* 




3 



34 



1,84* 





87 

62 

55 

42 

21 

20.49* 

... 





16,39 

20,49 



14.55* 





14,55 

... 




82* 

... 

... 

... 


54 

... 

28 



6,15* 


... 


... 

... 


49 

5,66 

1,62 

4,38* 

... 

... 





51 

3,87 

1,49 

3,61* 

... 


... 

... 

... 

... 

61 

3,00 

1,87 

5,55* 

... 

... 

... 




65 

4,90 

2,00 

82* 

... 


... 


... 


10 

72 

25 

16,39* 

... 


... 


... 


2,80 

13,59 

11,89 

6,15* 



... 

... 




6,15 

1,50 

24,18* 





... 


24,18 



6,76,43 

3,16,70 

1.32,08 

50,86 

41,57 

42,56 

26,74 

60,43 

49.02 

28,61 

21,93 

21,93 









45,24 

45,12 



... 






30,95 

21,05 

8,37 








28,57 

6,24 

26,84 








28,57 

2,04 

26,47 

12,71 

1,48 






32,11* 


31,41 








29,40* 


23,90 

5,05 







21,30* 



13,20 

7,60 

24 





J9.22* 




8,30 

8,59 

3,78 

1,40 

93 

48 

* 5,29* 


5,29 








5,25* 




ii 

1,69 

1,50 

25 

3.20 ’ 

1,89 

19,04* 



... 

• > • 

7 ,73 

10,00 

10,00 

3.70 

3.70 

10,99* 





8,24 

2,75 

2,75 



64,10* 


... 

... 

Ml 



14,69 

49,41 

22,00 

31,30* 


... 

... 

... 



3,00 

28,30 

21,00 


3,93,26 96,38 1,22,28 


30,96 


17,49 


26,29 


18,03 


32,09 


85,54 49,07 


*Al post devaluation rates of exchange. {Contd.) 
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External Loans— (Contd.) 


(In lakhs of rupees) 


Details of Loans 

Amount 

of 

loans 

authorised 

Actuals 

upto 

1965-66 

Acuals 

1966-67 

to 

1968-69 

Actuals 

1969-70 

Actuals 

1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised 

1972-73 

Estimated 
balance as 
on 31-3-73 
at post 
devaluation 
rate of 
exchange 

Budget 

1973-74 

1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

. 11 

/ H.—Loans from Switzerland : 











Credit for Third Plan 

22 88 

5 94 

12 32 

2 02 

2 91 

2 12 

215 

1 63 

2 67 

2 62 

’'Iff.—Loans from Czechoslovak ia : 











(i) First Credit for Third Plan 

23.'0 

12 60 

II 05 

2 24 

12 






(n) Second Credit for Thud Plan 

40(H) 


25 ?2 

5 94 

1 22 

1 40 

2 15 

5 97 

22 80 

7 12 

Total 

63 10 

12 60 

26 37 

8 18 

1 34 

1 40 

2 !5 

5 97 

22 80 

712 

X, -loans front Yugoslavia : 











(i) First Credit 

21 41 

9 21 

6 62 

27 

30 






(i«) Second C redit 

60 00* 


8 

10 






... 

Total 

81 43 

9 21 

6 70 

37 

10 


... 

... 


... 

X.—Loans from Poland : 











(i) First Credit 

!4 30 

10 % 

2 97 

12 

26 

25 

60 

39 

1 82 

39 

(ii) Second Credit 

15 50 

38 

97 

23 

1 

2 

to 

8 

22 45 

90 

(iii) Third Credit 

10 50 


6 

3 82 

2 52 

215 

39 

75 



Total 

40 30 

11 34 

400 

4 17 

2 7>> 

2 42 

1 09 

1 22 

24 27 

1 29 

XI. — Loans fi om Austria : 











(i) First Credit 

3 38 

2 25 

1 

8 

J! 






(it) Second Credit 

1 83 

1 40 

60 

1 

3 






(iii) Third Credit 

( 90 

1 07 

1 11 

1 

12 

8 

8 

2 

2 

1 

(iv) Fourth (’redit 

1 90 


2 89 



2 

4 


4 

4 

(v) 1 if«h ( redit 

3 52 


2 69 

64 

12 

T 

4 

6 



(\ i) Sixth Credit 

1 92 


1 08 

73 

11 






(vii) Food Assistance Loan 

75 


71 








(viii) Capital Repayment 1968-69 

66 


66 








(ix) Capital Repayment 1 oan 1969 70 

81* 



81 







(x) Capital Repayment 1970-71 

1 II* 




111 



... 



(xi) < apitnl Repayment 1971-72 

66 * 





66 





(xn) Debt Reliel 

1 70* 




... 



1 70 

... 


Total 

19 11 

4 72 

9 67 

2 28 

1 60 

*7 

16 

1 78 

6 

5 

k7/. —Loan from Xu wait (Government 

34 19 

34 l<> 









(III. — Loans from Netherlands : 











(i) General Purpose Loan 

67 .14 

«) 53 

16 39 

6 86 

12 28 

6 24 

900 

6 33 

900 

7 27 

(ii) Debt Relief 

1 49 







1 49 



Total 

68 91 

9 53 

16 19 

6 86 

12 28 

6 24 

9 00 

7 82 

9 00 

7 27 

(IV. — Loans ft am Denmark \ 











(t) First C redit 

1 01 

73 

13 








(ii) Second Cicdil 

1 38 

9 

I 60 

9 

ii 






(iii) Third Credit 

4 00* 


4 

27 

1 12 

1 34 

1 27 

1 04 



(iv) First Food 1 oan 

2 07 


! 36 








(v) Second Food I oan 

3 00* 


1 34 

89 

i*9 

'7 





(vi) Fourth Credit 

4 00* 







30 

3 70 

j i *5 

(vii) Debt Relief Loan 

5 



... 

... 



5 



Total 

15 53 

82 

4 77 

1 25 

1 43 

1 41 

1 27 

1 39 

3 70 

1 15 

(V. — Loan fiom New Zealand : 











Credit for purchase of *vool 

33 

33 









(VI. — Loans from Sweden 











(i) First Credit 1964-65 

3 48 


3 43 

6 







(ii) Second C redit 1965-66 

3 48 


1 46 

48 

62 

39 

1*7 

18 

35 

35 

(in) third C redit 

5 07* 



19 

67 

3 61 

78 

47 

14 

14 

(iv) Fourth Credit 

5 80* 



J9 

2 59 

2 44 


47 

11 

10 

(v) Firth C redit 

18 13* 





200 

500 

2 17 

!3 96 

3 63 

(vi) Sixth Credit 

25 37* 








25 37 

8 

(vii) Debt Relief Loan 

57 



... 

... 

... 

... 

57 



Total 

61 90 

... 

4 89 

92 

.1 8K 

8 44 

5 95 

3 86 

39 93 

640 


*At post-devaluation rates of exchange. 

**D»ie to revaluation to D. M. from 6-3-1961 the actual amount repaid or to be repaid is more than the amount actually drawn, 
tIncluding 15,30 at post-devaluation rates. 
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The Kina and the maids' • an original painttng by Satifh Gujral. Copyright: Modipon. 


/the kins mid the maids .. 

A 

their tales. They Invoke a nostalgia that has few equals In human mythology. 
They attract us for these are men and women who seek to live life in its fullest. 

min 

They wouldn't accept it in Just black and white. They are possessed with 
vision that recognises each tone, each shade and can see millions of these in 
a single hue. It is this possession that helps them explore In life the possi¬ 
bilities that make each breath feel like a life span, full of pleasure and glee. 

ss 

modipon 

MAKES BETTER NYLON YARN 

These men and women who sip from this fountain of youth, to whom life 
means always something new. are one that Modipon seek to satisfy. But Itsrlf 

Modipon Is never satisfied. It is always exploring new possibilities, newtorf *, 
^new shades, Modipon is always seeking. 

J 


intiram 
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External Loans — (Contd.) 

(In lakhs of rupees) 


Details of Loans 

Amount 

of 

loans 

authorised 

Actuals 

upto 

1965-66 

Actuals 

1966-67 

to 

196-869 

Actuals 

1969-70 

Actuals 

1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised 

1972-73 

Estimated* Budget 
balance as 1973-74 
on 31-3-73 
at post¬ 
devaluation 
rate of 
exchange 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

XVII.—Loan from Bahrain 

7 86 

7 86 









XVUI. — Loans from Italy : 

(i) Italian Fertiliser Credit 

1 50 


1 46 








(ii) First Italian Debt Relief 1969 

4 13* 




U3 






(iii) Second Italian Debt Relief. 1969 

5.51* 






\si 


... 

(iv) Third Italian Debt Relief 

5,51* 







5,51 



Total 

16,65 


1,46 


4,13 



11,02 



XIX. — Latins from Belgium 

(i) First Belgian Credit 

90* 


9(1 








(ii) Second Belgian Credit 

1,88* 


1.79 

9 


61 





(iii) Third Belgian Credit 

1,88* 


83 

1,03 

1 

81 





(iv) Fourth Belgian Credit 

2,25* 



u: 

79 

34 





(v) Fifth Belgian Credit 

2,63* 




1,77 

M2 

*5 


ii 


(vi) Sixth Belgian Crecit 

3,00 






1,37 

M9 

1,81 

V 5 

(vii) Debt Relief 

1,13 





... 


1,13 


... 

Total 

13,67 


3,52 

2,24 

2,57 

2,88 

1,4? 

2,32 

1,92 

35 


XX.—Loans from I t once 

(i) $617 million Credit, 1966 

(ii) F.F. 150 million Credit, 1968 

(iii) F.F. 25 million Credit, 1968 
(Debt Relief) 

(iv) F.F. 125 million Credit, 1969 

(v) F.F. 27.7 million Credit, 1970 
(Debt Relief) 

(vi) F.F. 27.7 million Credit, 1970 
(Debt Relief) 

(vii) F.F. 125 million Credit, 1970 
(viii) F.F. 130 million Credit, 1971 

(ix) F.F. 150 million Credit. 1971 

(x) F.F. 27.7 million Credit, 1971 
(Debt Relief) 

(xi) F.F. 150 million Credit 1972 

(xii) F.F. 35 million Credit. 1972 
(xiii) Debt Relief, 1972-73 

Total 


XXI. —Loanfron Hungary 

XXII. —Loan from Bulgaria 

XXIII.—Loan from the Government of Qatar 

XXIV . —Loan from Romania 

XXV. —Loan front Norway 

B.—INTERNATIONAL ACF.NCIF.S ; 

XXVI. —LB.R.D. Loans : 

(i) Agricultural Machinery Project 
Loan 

(ii) Railway Project Loan T 

(iii) Railway Project Loan It 

(iv) Railway Project Loan III 

(v) Railway Project Loan IV 

(vi) Railway Project Loan V 

(vii) Railway Project Loan VT 
(viii) D.V.C. I 

(ix) D.V.C. II 

(x) D.V.C. Ill 

(xi) Koyna Project Loan (Fiist Stage> 

(xii) Coal industry 
(xiii) Power Transmission 

(xiv) Kothagudem Power Project II 

(xv) Third Telecommunication 

(xvi) Tarai Seed 


Total 


12 . 75 * 

20,25* 

9,94 

4 

1,16 

4,95 

50 

6,86 

56 

5,55 

13 

4,50 

4 

2,50 

1,77 

!,64 

37 

1,63 

3,75* 

16,88* 

2,84 

94 

1,09 

1,09 

6,41 

3,66 

3,64 

1,35 

I.Vs 

3,74* 



3,74 






3.74* 

16,88* 

17,55* 

20,25* 



',74 

6,7ft 

8,11 

93 

9,00 

6,00 

8,00 

3,17 

8,90 

11,69 

1,69 

2,59 

7.63 

2,70 

2,19 

4,73 

3,74* 

20,25* 

4,73* 

4,49* 




3.75 


1.37 

34 

4,49 

18,88 

4,39 

9,45 

2,70 

1,49,00 

12.82 

8,14 

15,93 

32,07 

31,29 

36,14 

42,94 

25,12 

12.50 

11,25 

12,88 

12,88 

... 




3 


1,00 

LS8* 




ii) 

10 

8 

l,’4i 



3,4' 

3.43 




15.62 

15,62 




42,86 

42,86 




40,48 

40,48 




23,81 

23,81 




33,33 

33,33 




23,81 

23,81 




7,96 

7.96 




5,00 

5,00 




10,48 

10,48 




8,90 

8.90 




13,71 

13,46 

39 



43,50* 


21,09 

7,80 

844vr 

6,67 

2,70 

4,83 

1,04 

64 " 

20,63* 



... 

... 

9,75* 



... 

1,55 

3,09,94 

2,31,93 

26,31 

8,84 

10,63 


9,81 

10,25 

10,50 

3 : 

32 

35 

3,00 

75 

7,10 

3,75 

10,18 

13,25 

11,25 

7,42 

4,07 


* At post devaluation rate of exchange. 
©Balance of 8 M cancelled. 
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unemployed! 




Compared to the sixteen million unemployed in India, twenty 
lakhs may seem to be a small figure. But when this volume of 
employment results from the activities of a single establishment, 
it is not to be sniffed at. 

The three lakhs of Hindustan Motor vehicles on the road 
today provide employment, directly and indirectly, to over 
twenty lakhs of people. Apart from a number of persons engaged 
directly in keeping the vehicles on the road, many more are 
employed in mines and refineries, in leather and textile 
industries, in rubber plantations and in other manufacturing 
and selling organisations connected with the automobile industry. 
Generating employment when it is most needed...this is 
one of the many ways in which Hindustan Motors keep India’s 
economy moving and growing. 


Hindustan Motors Limited 

Keeping India’s economy moving and growing 


CC'HM/I 3/7* 
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nai/UBI-272 


HOPE COMES TO 


PALI 


Pali. A villaga in Ratu Slock of Ranohl 
district inBlhar.lt Is Ilk# most othsr viNagee 
In India. Lift Sows at a slow pact as It had 
dona for ages. Farmers raise only one crop. 
Artisans languish for want of finance. 



Things began to look up when USI 
recently adopted a cluster of villages In 
Ratu Slock for development PaH la 
one of them. UBI has assisted farmers 
to raise a second crop. Result fa 
encouraging. Now. a big well Is under 
construction. Irrigation water will 



ensure multiple cropping* Marginal 
farmers raise poultry with USI help to 
supplement their meagre Income. 

UBI also finances basket makers, retail 
trader* tailor* blacksmiths and 
silversmiths of Pali. 

Pali Is only one of many such schemes 
undertaken by UBI. Village uplfft 
Is an Important plank of UBI 
programme of assisting development 
of national economy. 



(A Government of /nd/e Undertaking) 


WITH BEST WISHES 
from 

THE ORIENTAL FIRE &"GENERAL 
INSURANCE CO. LTD. 

And the Companies & Units in the North Group : 


Central Mercantile Assurance Company Ltd. 
Devkaran Nanjee Insurance Company Limited. 
Indian Guarantee & General Insurance Co. Ltd. 
Indian Mercantile Insurance Company Limited. 
Jupiter General Insurance Company Limited. 
Marine & General Insurance Company Limited. 
New Great Insurance Co. of India Limited. 
Sterling General Insurance Company Limited. 
Bharat General Reinsurance Limited. 


Unit : Baloisc 
Unit : Thrcadnccdle 
Unit : Hanover 
Unit : L* Union 
Unit : Phoenix 
Unit: British Aviation 
Unit: Tokio Marine 
Unit: Zurich 


Unit : Eagle Star 

Unit : Gerling Global 

Unit : New Hampshire 

Unit : National of NewZealand 

Unit : Lon ion Guarantee 

Unit: Switzerland 

Unit : Yorkshire 


WITH BEST COMPLIMENTS 
from 

MYSORE SALES INTERNATIONAL LTD. 

36, Cunningham Road, BANGALORE-52 

(Tel.phones : 2 81 7 5 a 2817 6) 

Sole Selling Agents for : 

1) Government Soap Factory 

2) Govt. Sandalwood Oil Factories 

3) The Mysore Implements Factory 
'4) Government Electric Factory 

5) Mysore Iron & Steel Ltd. 

(Stock-yard managers for Special and Alloy 
Steels) 

6) Mysore State Lottery 

Branches: 

10-A, Gobinda Mansion. ‘Arun Chambers' ,>5/37, Tliambu 
Connaught Circus, Tardco M tin Road Chetty Street,, 

NEW DELHI-] BOMBAY-34 MADRAS-1. 

(Tele : 44565) (Tele; 376263/64) (Tele; 23692) 
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External Loans -(Count.) 


(Ill I'lkllNOf llipco) 


Details of 1 oans 

Amount 

of 

loans 

an l housed 

Actuals 

upto 

1965-66 

Actuals 

1466-67 

to 

1468-69 

Actuals 

1969-“’O 

5 

Actuals 

I9t0-7| 

Actuals 

1971-72 

Budget 

1972-71 

Revised I stimatCvl 
1472-71 balance as 
on H-3-73 
at post- 
dcsaluatioi 
rate of 
exchange 

Budget 

1471-7i 

n 

II 

1 


.1 

4 

6 

/ 

8 

4 

10 

A VI71. Credits : 











(i) Roads Project 


24,61 

4.48 








(ii) U P. Tube Well Piojcel 

:.i S6 

2,86 









(iii) Shot run ji Irrigation Project 

l,hl 

1.61 









(iv) Salundi Irrigation Project 

1,57 

75 

1.28 

16 







iy) Punjab Dtuinngc Pmiecl 

1.76 

♦,IN 

43 








(\i) n.v.c. IV 

7.48 

5.70 

2.81 

16 


1 





(vii) Sonc Irrigation Project 

7.14 

5,54 

2.53 








(viii) Puma Inigation Project 

6. i 4 

♦ .48 

2 68 


86 






(i\) Kovna Project (Second Singe j 

x.u 

4,H 

1.16 

2.31 

1 . 10 






(\) Bombay Port Project 

7.7o 

1,6.1 

8.54 

35 







(xi) Telecommunications Project 1 

14.40 

16,41 

2.74 








(xii) Railway Project Loan VII 

12.14 

C.I4 









fxiii) Kothagudem Power Project 

4.52 

6.41 

4,40 








(civ) Industrial Imports I 

12,8(1 

42,60 

26 








(\v) Telecommunications Project 11 

15.71 

4,66 

8,84 








(\vi) Railway Project 1 oan VIII 

24.52 

24,5 ^ 









txvii) 1 mluslual lmpoits II 

♦7,62 

^.41 

54,96 








(wiii) Beas Projects 

17.25-' 


7.24 

1.53 

1.11 

•»() 

3.61 

>.6‘J 

.uo 

" 40 

(\ix) Railway Project 1 oan I\ 

51.00' 


51.00 








(\\) Industrial Imports III 

1.12,50’ 


1,12,50 








(\xi) Industrial lmpoits IV 

48.75* 


48,75 








(wii) Industrial Imports V 

01,75“ 


31,60 

72,15 







(xxiii) Third Telecommunications 

20.62* 



4,53 

7.52 

",!2 


1 26 



(wiv* Railways \ 

41,25“ 



1,53 

17.71 

20.23 





(xxv) Kadana 

26.25* 




81 

2,84 

6,18 

6,00 

16.58 

6,00 

(wvi) Industrial Imports V! 

56,25* 




15.24 

41,04 





(xxvii) Gujarat Agricultural Project 

26,25* 





1,50 

11,25 

18.00 

6,75 

(., 7S 

(xxvlii) Punjab Agricultural Pioject 

20,62" 






15,62 


*>0,62 


(wiv) Andhra Pradesh Agricultural 











Project 

18,30 ■ 





N \ 

6,00 

6.1/ 

11,10 

6,(K) 

(\\x) Agricultural Aviation 

4,50“ 






1,50 


1.50 

1,50 

(xxxi) lelecommunications Project IV 

5H.50- 






26,25 

4,50 

54,00 

17,50 

ixxxii) P* >vcr Transmission 11 

26,25* 






3,75 

3.00 

53.25 

^2.50 

(xxxiii) Maryana Agricultural Project 

18,75' 






4,50 

1,00 

15,75 

1,5() 

(xxxiv) lamil Nadu Agricultural Project 

26,25* 






4,00 

4.50 

31.75 

7,50 

(xxxv) Cochin U fertiliser Project 

15.00' 





25 

4,25 

1.00 

11.75 

6,(K) 

(xxxvi) Wheat Storage 

1,75* 






75 


3,00 

1,00 

(xxxviij Pochampad Irrigation 

24.25 ! 






3.37 

7.50 

i j 

'St 

7.50 

(xxxviii) Railw ays XI 

56,25 





4,58 

*0,20 

27,66 

28,54 

1 1,00 

(wxix) Mysore Agricultural Pioject 

50,00" 







\25 

27.75 

7.50 

(xl) Gorakhpur Fertilizer expansion 

7,50* 







,;s 

7,12 

1.38 

(\li) Maharashtra Agricultural Credit 











Project 

22,50’’ 








22.50 


(xlii) Bihar Agricultuie Piojeit 

10,50*” 








10,50 

1.50 

Cxliii) Population Project 

15,90* 







30 

15,60 

1,75 

(xliv) Shipping Project 

62,25* 







11,34 

50,41 

18,83 

(xlv) Industrial Imports VII 

56,25* 







13,75 

22,50 

22,50 

(xlvi) education Project 

4.00 ,: 








9,00 

!,50 

(xlvii) l.ll.U. 










3,75 

(xlviii) Nangal Feililizcr 

... 









3,75 

Total 

XXVIlt. — .\eir f ivdits 

GRAND TOTAL 

12,90,98 

2.00.62 

3,47.30 

84,92 

44,74 

74,52 

1,30,45 

1,36,50 

4,34,67 

2,22,36 

... 

... 





1,65,00 

... j 


1.88.00 

9.1,92,32 

30,31,14 

26,91,39 

6,26,43 

6,10,90 

6,34,50 

6,25,73 

5,56,40 

.11,81,85 

6,61,80 


♦At post devaluation rates of exchange. 
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EXTERNAL LOANS 


Statement of Repayments 

(In lakhs ol’iupccs) 


Details ol‘ 1 ns 


Actuals 

upto 

1955-56 

Actuals, 

from 

1956-57 

to 

1 %0-H 

Actuals, 

from 

1961-62 

to 

1965-66 

Actuals. 

1966-67 

to 

1968-69 

Actuals, 

1969-70 

Actuals, 

1970-71 

Actuals. 

I97l* 7 2 

Dueled 

1972- 7 3 

Revised. 

1972-73 

Budget, 

1973-74 

1 


2 

3 

4 

5 

6 

7 

8 

9 

10 

II 


A —< Ol VI KIES 


I.—/ ncm fttmi U. Y..4. 


(i) American Wheat Loan 

1,63 






5.00 

5,00 

5,12 

(ii) Development Assistance loans 

7 

90 

2,20 

98 

i.id 

1,23 

1,37 

1,37 

1,15 

dii) D.L.L. A.I.D. Loans 

5, II 

42.15 

56.17 

i 

I9.|9 

18.39 

23,93 

24,80 

33,74 

(iv)'Asian 1 cnnomic Development Lund 










1 oan 


48 

2.06 

90 

90 

1,20 

1,20 

1,20 

1.20 

(\) P.L. 480 Rupee Loans 


48 

4.11 

3,11 

4,22 

5,33 

6,50 

6,51 

7,(4 

(\u l . S. r. xpoi l- Import Htmh / turn 










(a) l itst 1 oan 


17,8s 

11,75 

11.25 

11.25 

11,25 

II, 25 

11.25 

f 5,(0 

(h) Second 1 oan 



11.25 

3,75 

.1.75 

3,75 

3. 7 5 

1,75 

3.75 

(e) third 1 oan 


9*i 

4,40 

1.56 

1.56 

1,57 

1,56 

1,56 

1.56 

(d) 1 ourlli 1 oan 



1.13 

1.56 

i 56 

1,57 

1,56 

1.56 

1,56 

fe) l ifth 1 oan 






1,25 

1,25 

1.25 

L25 

il l Sixth Loan 






56 

1,13 

1.01 

1,01 

(«) C redit for Diesel Loco Works. 










Varanasi (L tranche) 



1,15 

1.19 

1.19 

1.19 

1.19 

1 ,19 

1,19 

(h) C red it foi Diesel Loco Woik> 










Vaianasi (11 '1 ranche) 



1 .59 

1.06 

1,06 

1.06 

1,06 

1,06 

1.06 

M) Ciedit lor Diesel Loco Woiks 










V.iianasi (III Iraneliei 



9(. 

9<j 

96 

96 

96 

96 

96 

(i) Loan to An India 










1 usi 1 oan 


1,48 

82 







Stvornl 1 oa.i 


2,27 

2,8 

51 






Total 

6,84 

66,60 

1,28,89 

46.13 

46,74 

49,31 

61,71 

62,47 

67,18 

11. --l.ftin* tunn t S.S.K 










)D Bhilai Loan 

16.73 

26.98 

27,05 

4,70 

1,32 

c 


Ul 


(n) Indusiiial Intel puses 


3.44 

22.5? 

5 .82 

7,15 

5,40 

6,10 

6,08 

6.08 

(in) Dines ( red it 


s 

5,64 

4,10 

2,2o 


2.12 

2,12 


(iv) Baraum Credit 


90 

4,60 

1.56 

1,54 

1.55 

1,55 

1,55 

1.55 

(\) 317.5 million Roubles ( icdn 


\3o 

39,1 1 

1802, 

31.88 

16,78 

20.03 

20.01 

20,01 

ivi) 112 5 million Roubles Ciedit 


1 

(>,82 

4,45 

5,85 

3.92 

5,10 

5.07 

5,18 

(\ii) Bokuro Credit 



1,56 

4,98 

18,02 

2*85 

12.90 

12,79 

13,40 

f \ ini KH) million Roubles < icdn 




L12 

2,26 

8 

1.37 

1,24 

1,45 

'1 olid 

16,73 

36,74 

1,07,32 

44,75 

60,28 

30,63 

49,17 

48,86 

47,67 


III.— / .A ( mhts 
(a) IJ.K Government l oair. 

(i) Dmgapur Cicdii 
(it) Second l /'G.D. C redo 
(til) U.K. India (Oil Pipe I inc) Credit 
(iv) U.K India i General) Ciedit. 195 m 
(\) l‘irst U.K. India (Geneial) Cicdii 
I960 

|\i) Second UK. India ,‘Geneial) Ciedit. 

1960 

(\ ii j I irsi U.K. IikIi.i (General) Credit, 

1961 

(viii) I list U.K. India (1 i\e Year Plan) 
Credit. 1961 

os) Second U.K. India (General) 
Ciedit. 1961 

(\) ) irsl U.K. India (General) Credit 
i%: 

(\i) U.K. India (Durganui I \tcnsiom 
Cicdii, 1962 

(\u) Secoml U.K. India (Geneial) 

Ci edit. 1%.? 

(\inl U.K. India (I ive Year Plain 
Credit. I 962 

(\i\> U.K. India (Steel) Cicdii, 1963 
(\\) 1 list U.K. India (Geneial) Cicdii. 
1963 

(x\i) Second U.K. India (General) 
Credit, 1963 (Kipping I oan h 
(xviH General Credit, 1964 

"* (a)ln thousands only] ~ 


eastkrs economist 



22,49 

6.7 s 


8, Vs 

18.51 

2,28 

2.28 

2.66 

2,10 



2.81 

11,52 

1,79 

1,52 


6,04 

1,99 

1,99 


1.60 

60 

60 


2,74 

90 

90 


;V>2 

2,92 

2.92 

... 

19 

49 

49 

... 


97 

97 



2,14 

2,14 



24 

49 



61 

1.27 

... 

... 

... 

49 




19 


560 


2.28 

2,28 

2,28 

2,28 

1.52 

1.52 

1,53 

1.52 

so 

80 

SO 

80 

60 

60 

60 

60 

90 

90 

90 

90 

2.92 


2.92 

2,92 

49 

-19 

49 

49 

97 

97 

97 

97 

3.14 

2,14 

2,14 

2,14 

49 

49 

49 

49 

L27 

1.27 

1,27 

L27 

34 

34 

34 

34 

97 

97 

97 

97 

39 

39 

39 

39 

49 

49 

49 

49 




{Contd.) 
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External Loans —( Conut .) 


(In lakhs of rupees) 


' 

Details of Loans 

Amount 

of 

loans 

authorised 

Actuals 

llptO 

1965-66 

Actuals 

1966-67 

to 

1968-69 

Actuals 

1969-70 

A duals 
1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised 

1972-73 

Estimated 
balance 
as on 
31-3-73 
at post- 
devaluation 
rate of 
exchange 

Budget 

1973-74 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 


(xviii) U.K. India (Bhopal) Credit, 1964 

(xix) First Five Year Plan Credit, 1964 

(xx) 2nd General Credit, 1964 

(xxi) 2nd Bhopal Credit, 1964 
(xxii) 2nd Five Year Plan Credit, 1964 
(xxiii) 3rd Five Year Plan Credit, 1964 
(xxiv) 4th Five Year Plan Credit, 1964 
(xxv) 5th Five Year Plan Credit, 1964 
(xxvi) 6th Five Year Plan Credit, 1964 
(xxvii) Third U.K. General Credit, 1964 

(Kipping 11) 

(xxviii) U.K. General Credit. 1965 
(xxix) U.K. Five Year Plan Credit, 1965 
(xxx) 2nd U.K. General Credit 1965 
(xxxi) U.K. General Purpose Credit 
(xxxii) Non-Project Loan (Illrd Kipping) 
1965 

(xxxiii) First Bhopal Credit, 1966 
(xxxiv) Sindri Loan, 1966 
(xxxv) Non-Project l oan, 1966 (IVth 
Kipping) 

(xxxvi) Second Bhopal Credit, 1966 
(xxxvii) General Purpose Loan, 1966 
(xxxviii) Food Lmergcncy Loan, 1966 
(a) La/ard Brothers 
(c) Barclays Bank 


Total 

IV .—Loans from C 'anada : 

(i) Wheat Loan I 

(ii) Wheal loan II 

(iii) Deisel Locos tor Indian Railways 

(iv) Indaluco Fxpansion 

(v) Rana Pratap Sagar Hydro Elect¬ 
ric Project 

(vi) Rajasthan Atomic Power Project 
(Candu Atomic Power Project) 

(vii) Wind Tunnel Project 

(viii) Durgupur Alloy Steel Project 
(Amco Furnace) 

(ix) K« la Dam Hydro Electric Project 

(x) Rajasthan Atomic Power Station 
(Phase II) 


25 

49 

97 

10 

7 

8 

5 

6 
16 

19 

24 


25 

49 

97 

19 

14 

14 

10 

12 

32 

39 

48 
5 

49 
1,00 


15,33 


25 

49 

97 

19 

14 

15 
10 
12 
32 

39 

48 
5 

49 

50 


25 

49 

97 

19 

14 

15 
10 
12 
32 

39 

48 
5 

49 
1,00 

40 
24 

l 

20 
15 

50 
37 


... 

... 


57 

57 

57 

57 

57 

57 


29,25 

68.43 

24,27 

16,82 

19,82 

22,27 

21,78 

24,15 

1,64 

6,58 








2,95 

86 


... 

•• 


43 

43 


... 

... 

29 

ii 

ii 

ii 

11 

11 

11 


... 

36 

36 

36 

36 

36 

18 

16 

... 

• •. 


1,04 


1,07 

2,08 

1*22 

2,44 

... 

... 



72 

25 

24 

25 

25 

... ... 

• •. 

4 

8 

8 

8 

X 

8 

8 



... 

12 

25 

25 

25 

18 

25 

... 

... 





92 




Total 


V .—Loum from Federal Republic of Germany : 

*(i) D.M. 660 million Rourkela Credit 
♦(ii) D.M. 168 mi'lion Credit 
*(iii) I irst D.M. 125.1 million Credit 
*(iv) Second D.M. 125.1 million Cre¬ 
dit 

*(v) D.M. 98 36 million Credit, 1961 
(First) 

(vi) D.M. 230 million Credit, 1961— 

Rourkela Prolongation Credit 
(Second) 

(vii) D.M. 100 million Credit, 1961 
(viii) D. M. 85 million Credit, 1962— 

Rourkela Prolongation Credit 
(Third) 

(ix) D.M. 100 million Credit, 1962 
(for Rourkela Refinancing) 

(xi) D.M. 90 million Credit, 1965 

(xii) D.M. 93.6 million Credit, 1965 
Coasolidatlon of Rturkela Liabilities)... 

(xiii) D.M. 170 million Credit, 1963 

(xiv) D.M. 107 million Credit, 1963 

(xv) D.M. 396 million Credit, 1963 

(xvi) D.M. 4 million Credit, 1963 


SPECIAL BUDGET NUMBER 


1.64 


5,58 


9.51 

1,55 

1,71 

92 

2,12 

4,04 

7.45 

3,92 

72,06 








2,86 

13,64 

1.50 

1,64 

1,64 

l,M 

1,64 

1,64 

J.I4 

5,00 

1.65 

1,72 

1,72 

1,72 

1.72 

1,72 


7,05 

2,35 

2,56 

2,56 

2,56 

2,56 

2,56 

11,71 


... 

... 

... 

... 

... 

4,10 

13,69 

13,21 

1,86 

3,48 

4,10 

4,10 

4,10 

96 

90 

6,51 

94 

94 

96 

96 

96 


6,75 

1,57 

1,64 

1,64 

1,64 

1,64 

1,64 


”2,56 

1,45 

1,32 

1.52 

1,52 

1,52 

L52 

67 

1,34 

1,40 

1,40 

1,40 

1,40 

1,40 

•1.17 

1,10 

U5 

1,15 

1,15 

1,15 

1,15 

35 

3,50 

125 

1,20 

1,20 

1,20 

1,20 

1,20 

... 

2,25 

2,46 

2,46 

2,46 

2,46 

2.46 

2,46 

... 

2,00 

2,10 

2,19 

2.19 

2,19 

2,19 

2,19 

... 

4,95 

5.18 

5.41 

5,41 

5,41 

5.41 

5.41 


561 

5 

5 

5 

5 

5 5 
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2W*t-3U 


Indian Tube have a modern plant and the latest 
equipment. They also have the finest tube 
technologists, men who control quality at each 
stage of manufacture and constantly work 
towards product diversification to enable the 
Company to meet growing demands for 
steel tubes—in India and the export markets. 

INDIAN TUBE 

THE INDIAN TUBE COMPANY LIMITED 
A Tata-Stewarts and Lloyds Enterprise 
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External Loans— (Contd.) 


(In lakhs of rupees) 


Details of Loans 


Amount Actuals Actuals Actuals Actuals Actuals Budget Revised 

of upto 1966-67 1969-70 1970-71 1971-72 1972-73 1972-73 

loans 1965-66 to 
authorised 1968-69 


Estimated Budget 
balance 1973-47 
as on 
31-3-73 
at post- 
devaluation 
rate of 
exchange 


1 


10 


II 

51 

45 

9 

1,18 

63 

7 

19 
1.60 
1,69 
1,04 

26 

7 
II 
66 

20 

8 


(xvii) P.M. 82 million Credit 
(xviii) D.M. 40 million Credit (Specia¬ 
lised Project 1) 

(six) D.M. 40 million, I9f4 

(xx) D.M. 28.1 million, 1964 

(xxi) D.M. 74 million, 1963 
(xxii) D.M. 55 million Credit. 1%5 
(xxiii) D.M. 64 million Credit, 1965 
(xxiv) DM 52.16 million Credit, 1967 
(xxv) DM 58.64 million Credit, 1969 
(xxvi) DM 62 million Credit, 1969 
(xxvii) DM 76.3 million Credit, 1970 
(xxviii) DM 21.5 million Credit, 1965 

(xxix) DM I? million Credit, 1961 
(xxx) DM 10 million Credit, 1965 
(xxxi) DM 60 million Credit , 1965 
(xxxii) DM 18 million Credit. 1966 
(xxxiii) DM 7.5 million. Credit, 1966 



65 

15 


1.29 

30 

23 

4 

1,18 


1,29 

40 

45 

8 

1.18 

63 

4 

19 

80 

85 


Noxe;_Figures shown under Columns 2 lo 4 of the statement are at pre-devaluation rates of exchange. 

SPECIAL BUDGET NUMBER 


I, 29 

40 

45 

8 

II , 8 

63 

4 

19 

80 

85 


Tola) 


5.58 

1,03,38 

70,61 

24,70 

28,16 

31,05 

33,91 

3.t,97 

38,13 

VI — Loam'from Japan 

(i) First Yen Credit 
(li) Second Yen Credit 

(iii) Third Yen Credit 

(iv) Fourth Yen Credit 

(v) F ifth Yen Credit 

(vi) Sixth Yen Credit 

(vii) Seventh Yen Credit 
(viii) Flood Aid 



8,21 

2,68 

12,09 

3,56 

35 

2.08 

55 

44 

14 

1,37 

4,16 

1,59 

1.64 

7,% 

5,55 

4.27 

4,16 

3.19 

1.12 

52 

3,91 

2,03 

4.82 

6,14 

4.77 

4.20 

3.21 
2,26 

53 

Total 



8,21 

14,77 

3,56 

2,43 

8,25 

28,41 

3,91 

27.% 

VII. —l oans from Switzerland : 

Credit for Third Plan 

VIII. —Loans from Czechoslovakia 

(i) First Credit for Third Plan 

(ii) Second Credit for Third Plan 


... 

... 

87 

4,16 

1,77 

1,72 

2,98 

2,01 

2.54 

3,84 

3,32 

2,91 

4.11 

3,41 

3,00 

4,14 

3,58 

3,01 

4,12 

3,65 

3,01 

4,15 

3.84. 

Total 




5,93 

4,99 

7,16 

7,52 

7,72 

7,77 

7,99 

IX. — Loans from Yanosh) ia: 

(i) Fir?? Credit 

(ii) Second Credit 



17 

5.17 

3,46 

3,63 

1 

3,14 

1 

2,70 

« 

1 

2,68 

1 

1,98 

1 

Total 



17 

5,17 

3,46 

3,46 

3,15 

2,71 

2,69 

1.99 

X. — Loans from Poland : 

(i) First Credit 

(ii) Second Credit 

(iii) Third Credit 



11 

4,59 

1,90 

2,38 

10 

2,59 

10 

2.63 

24 

2,59 

23 

2,46 

23 

78 

Total 



II 

4,59 

1,90 

2,48 

2.69 

2,87 

2,82 

3,47 

XL — Loans jrom Austria : 

(i) First Credit 

(ii) Second Credit 

(iii) Third Credit 

(iv) Fourth Credit 

(v) Fifth Credit 

E 

•• 

36 

1,12 

72 

37 

29 

15 

37 

29 

30 

15 

38 

30 

32 

32 

19 

39 

30 

32 

32 

37 

39 

30 

32 

32 

37 

39 

30 

32 

32 

37 

Total 



36 

1,84 

81 

1 J1 

1,51 

1.70 

1,70 

1.70 

XIL — Loan from Kuwait Go\ ermnent 

XII/. — Loan from Netlwrlands 

XIV. — Loan from Denmark : 

0) First Credit 
(>ij Second Credit 

0*0 First Food l oan 


... 

14,91 

10 

13,20 

44 

4.34 

»5 

4.34 

15 

13 

4,34 

71 

15 

13 

20 

1,08 

85 

15 

13 

20 

1,08 

85 

15 

1.3 

20 

1,21 

15 

13 

20 

Total 

... 


10 

44 

15 

28 

48 

48 

48 

48 
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External Loans— (Conid.) 

(In lakhs of rupees) 


Details of Lounx 

Amount 

of 

loans 

authorised 

Actuals 

upto 

1965-66 

Actuals 

1966-67 

to 

1968-69 

Actuals 

1969-70 

Actuals 

1970-71 

Actuals 

1971-72 

Budget 

1972-73 

Revised 

1972-73 

Estimated Budget 
balance as 1973-74 
on 31-1-73 
at post¬ 
devaluation 
rate of 
exchange 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

AT.— Loan from New-zpaluntL 

Credit for Purchase of wool 



7 

31 

9 

... 



... 

... 

XVI.—Loan f om Bahrain 




4,86 

71 

71 

71 

71 

71 

71 

X VIL — L (tan v from ('rant *': 

(i) $17 million 1 Tend) Credit 1966-6 7 




80 

96 

1,01 

1,10 

1,10 

1,10 

1,07 

( ; i) i V 150 million Ctcdit, 1967-68 





| 

8 

33 

90 

1,05 

M2 

' fni) I F 175 mdlion Credit, 1968-69 






5 

26 

44 

41 

60 

(p'> IF 125 iiaillion Credit, 1969-70 





... 


7 

10 

22 

71 

(v) IT 1.10 million Cicdil, 1970-71 







4 

10 

9 

35 

(vi) I P 150 million Ciedit 1971-72 






... 


7 

20 

29 

(vii) FF 25 million Debt Rebel 1968-69 





... 



24 

37 

37 

(viii) FF 27.7 million Debt Relief 
1969-70 








47 

(ix) FF 150 million Credit t*772-71 





... 

... 




30 

(x) FI'35 million Credit >977-73 




... 






11 

Total 




80 

97 

1,14 

1.80 

2,95 

3,44 

5,64 

X Vlff .— Loans Jrom Hefaiun 

<i) l irst Credit 




... 


• •. 


6 

6 

6 

(it) Second Credit 


... 






13 

13 

12 

Total 




... 



... 

19 

19 

18 

XfX. — Li tans from tin tor 




3,52 

94 

94 

94 

94 

94 

94 

XX . — Ioun\ flam Italy 

... 

... 



... 

6 

12 

12 

12 

58 

XXL — \ti u elluncttit v f 'nuiit 








4,89 

4,89 

4,88 

B.—IN1KRNA1 IONAL AGENCIES: 

A A IL—LIUUh Loam: 

(i) Agricultural Machinery Project 

1 oo n 

(ill Railways Project Loan 

2,87 

5,40 

56 

5,59 

4,63 




... 

... 


... 

(in) Railway Project Foan If 



15,36 

5,69 



*\5(> 

3,82 

3,92 


(iv) Railway Project 1 oan Ilf 



5,74 

5,63 

38 

90 

3,94 

4.12 

4.11 

4™36 

(v) Railway Project Loan IV 



3,15 

3,61 

1,94 

2,05 

2,24 

2,31 

2,32 

'■>*46 

(vi) Railway Project L oan V 



3,13 

6,29 

2,58 

2,73 

2,89 

3.06 

3.06 

*24 
*> 18 

(vii) Railway Project Loan Vf 



i.*> 

3,87 

1,74 

1,84 

1,74 

2,06 

2,06 

(viii) D V.C.F 

41 

2,13 

2,60 

2,74 

1,04 

53 



(ixi n.v.c.n. 


75 

95 

35 


46 

46 

46 

~49 

(X) D.V.C. III 

... 


2,09 

76 



99 

1.05 

1,05 

J 11 

(xi) Koynn Project 1 oan (l Stare) 



25 

1.05 

28 

54 

59 

60 

61 

63 

(xii) C’oa* [ndustrv 




3,83 

1,83 

1,94 

2,07 

2,17 

2,17 

2,30 

(xiii) Power Transmission (416-IN) 







56 

1,05 

!.05 

|'j| 

(xiv) Kothagudem II (41 *MN) 





... 


13 

30 

30 

*32 

1 otal 

8,68 

9,03 

39,20 

33,80 

9,79 

10,53 

23,15 

21,10 

21,11 

18,21 

XXL — T.D.A. 

(it Roads Protect 







45 

45 

47 

47 

(li) C.P. Tubeweil Project 
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*Oiic to revaluation of D,M. from 6-3-1961, the actual amount repaid or to he repaid is more than the amount actually drawn. 
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Company Meeting 


PARRYS CONFECTIONERY LIMITED 

The Eighteenth Annual General Meeting of the Company 
was held on 28th February 1978 at Madras. In his 
circulated Statement, the Chairman, Mr. II.V.H. lengar, 
made the following points. 


The result* lor the year show a pro lit of Rs. 8.90 lakhs The profit after tax is Rs. 2,43,809 compared 
with Rs. 6,11,378 last year. 

Complete dependence on high cost free market sugar together with the increase in prices of other 
major raw materials like Glucose pushed up the cost of production. It was not possible to increase the 
selling price correspondingly since this would have resulted in a considerable drop in sales. 

In view of the lower profit this year, the Board decided to recommend a dividend of 14% as com¬ 
pared with 18% last year. 

The profit available for appropriation including surplus brought forward from the previous year, 
is Rs. 2,62,419 out of which Rs. 1,09,000 has been set aside for Development Rebate Reserve, leaving a 
balance of Rs. 1,53,419. Taking Rs. 1,05,000 from the General Reserve and Rs. 1,34,000 from Develop¬ 
ment Rebate Reserve which is free for release and after meeting the proposed dividend, a sum of Rs. 419 
is left surplus to be carried over. 

MANUFACTURING AND TRADING CONDITIONS 

Although cellophane was available freely, higher prices had to be paid. Prices of other raw materials 
like sugar, milk, glucose etc. also registered steep increases. In common with the rest of the confectionery 
industry in the country the plant is not being worked at full capacity. Added to this, there was an illegal 
strike by the labour lasting for 27 days in March 1972 and the Company had to agree to a settlement that cosl 
Rs. 1.65 lakhs as a permanent addition to the wage bill. 

MACHINERY 

During the year under review machinery worth Rs. 3.56 lakhs was imported for purposes of 
replacement and rehabilitation. 

MALAYSIAN FACTORY 

Production in the Malaysian Factory continued to be satisfactory. A dividend of 10% was declared 
which yielded on the Company’s investment an amount of Rs. 30,000. The Company also earned a royalty 
of Rs. 40.000. 


PROSPECTS 

Prospects for the industry as a whole continue to be bleak in view of the unsatisfactory sugar position 
in the country, the power cut in Tamil Nadu and recalcitrance of the labour. However, all possible efforts are 
being made to maintain the level of sales. 


N.B. : This does not purport to be a report of the proceedings of the'Cjcneral Meeting. (The full text of the 
Statement has been sent to all Shareholders.) 
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Lost in the air 


Editorialising on ihe trouble in Air India, 
The Indian Express wrote on March 10 


that *’Dr Karan Singh, besides his other 
troubles, now has a strike in Air India on his hands.” We are not privileged to 
kmw as much about the minister’s “other troubles” as The Indian Express evidently 
does. However, we feel justified in suggesting that, whatever his “other troubles” may 
be- he, presumably, has the sympathies of The Indian Express there—the trouble he 
got into because of the Air India strike was quite certainly trouble of his own 
making. His belated decision to take serious note of the episode of the 'stowaways’ 
has all the appearance of his acting under pressure of the strong reaction in Parlia¬ 
ment to the implications of the incident. It is highly probable, moreover, that in 
this case appearance did not belie reality. By his failure to exercise his judgment and 
display his initiative in time the minister for Tourism and Civil Aviation has managed 
to place the nation’s Parliament in an embarrassing position. 


The decision of the airline’s traffic staff to stage a protest strike against the suspen¬ 
sion of such of its members as were suspected of dereliction of duty in connection 
with the ‘stowaway’ episode was clearly a challenge to Parliament itself since it was in 
deference to the sentiments and views expressed in Parliament that the minister had 
ordered the suspension. 


The terms on which the striking staff has been persuaded to resume work appear 
to be such as to confirm the worst fears of the public that the state of discipline in 
Air India — using the word ‘discipline* here in its widest social meaning—can do 
no credit to any of the parties concerned. This leads us to believe that the really 
basic issue thrown up by the unfortunate developments of the last few days is the 
rebuilding of morale and efficiency in the Air India establishment so that the steady 
decline in its prestige in international civil aviation may be checked before it is 
too late. We arc no doubt as conscious of the fact as the next man that the service 
which Air India provides in the air is still among the best that any passenger could 
buy from the world’s leading carriers, but this should not tempi us, observers and 
commentators in this country, to turn a blind eye to or observe a conspiracy of 
silence over the serious defects and deficiencies in the functioning of this airline in 
several other respects. 
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Thanks to the well-deserved public esteem in which the chairman of Air India, 
Mr J.R.D. Tata, is held and the regard and affection which every citizen of this 
country has for the services that he personally and the business house he heads 
institutionally have rendered to our country’s industrial and social progress and 
thanks also to the highly sophisticated and competent public or press relations 
conducted by this organisation over the years, Air India has perhaps had the dubious 
advantage of being spared by the press criticism of its functioning even when criticism 
has been called for or may have been necessary in its own interest. Unfortunately, 
no commercial undertaking, especially when it has to function in a fiercely compe¬ 
titive international market lor its goods or services, can hope to live indefinitely in 
a world of make-believe. Air India itself has good reason to realise this since for 
some time now there has been steadily increasing criticism of the functioning of its 
establishments and services on the ground and rising resentment and discontent 
among its customers or would-be customers over what is coming to be regarded as 
the habitual indifference or even callousness with which its ground staff deals with 
the legitimate requests or requirements of air travellers. A service industry cun 
ill-afford to take such risks with the loyalty or goodwill of its customers and while 
our immediate grievance must be that the traffic staff of Air India—specifically its 
traffic staff on the ground —seems to have become so insensitive to its duties and 
obligations, we cannot overlook the fact that a situation of this kind could not have 
come about if the management at the higher levels, or indeed at the highest level, 
has been doing its own job well. 

The minister’s own failure to act promptly and adequately in the case of the 
'stowaways' episode suggests that the traffic or other staff of Air India does 
have a respectable case when it contends that the state of the management and its 
functioning would repay investigation. The minister himself may not be con¬ 
cerned with the day-to-day running of the airline, but there is '.he important 
issue of the kind of leadership he has been able to give to the nationalised civil 
aviation. This is not the first time that Dr Karan Singh has been caught on the 
wrong foot and the sorry history of industrial relations, whether in Air India 
or Indian Airlines, is replete with testimony to his inept handling of the Civil 
Aviation portfolio. It is possible of course to argue that he has been on the 
whole a good minister for Tourism. But the question is whether the nation 
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should accept this as adequate compensa¬ 
tion for his persistently poor perfor¬ 
mance in his other important portfolio. 
International civil aviation is a murder¬ 
ous business. There is no place in it 
for any airline run with Jess than total 
relentlessness in the pursuit of excellence. 
It was disclosed in Parliament recently 
that Air India had incurred a net loss 
of Rs 1.6 crorcs in 1971-72 and was 
likely to incur a loss of Rs 2.92 crorcs in 
1972-73. There may be a sound explana¬ 
tion for this financial showing, but it will 
have to be extremely good indeed 
in view of the complaint, now become 

Risk capital and 
its reticence 

The study of capital issues for the 
period 1966 to 1970 published by the 
Reserve Bank of India (RBI) in its 
Bulletin for January 1973, is largely of 
academic interest. The upshot of its 
analysis is that the capital issues activity 
in the second half of tile J960's was more 
sluggish then in the first half. The pic¬ 
ture has, however, changed lor the better 
since the beginning of the seventies. Gone 
is the gloom which overtook the capital 
market because of various stresses and 
strains in the economy. 

The total value of capital issues in 
1966-70 was Rs 335 crorcs as against Rs 
365 crores in 1961-65 which was not at all 
surprising because the industrial recession, 
fall in the profitability of major industries 
and the decline in the number of industrial 
licences received by the private sector had 
an unhealthy impact on the working of 
the industry and its expansion activities. 
The early part of 1968 saw \ery low 
levels of security prices which naturally 
influenced the sentiment for investment 
in industrial securities. 

The RBI analysis shows that the fall in 
capital issues during 1966-70 was entirely 
due to the drop in new equity issues 
whose number went down to 322 as 
against 693 in 1961-65. Consequently, the 
amount of equity capital raised in 1966-70 
at Rs 172 crores was significantly lower 
than the capital raised in the first half of 
the 1960s at Rs 262 crores. Risk capital 
being shy, it was the preference shares 
and debentures which marked a recovery 
in this period signifying a shift in favour 
of fixed-income securities. However, the 
climate changed in favour of equities in 
the beginning of the 1970’s. The total 
amount issued through prospectus showed 
an increase from Rs42.9 crores in 1970-71 
to Rs 64.4 crores in 1971-72. The capital 


all too familiar, that the traffic stall' on 
the ground does not seem to be at all 
interested in making friends for the 
airline. The issue of ‘security’, which 
is the primary issue in the ‘stowa¬ 
way’ episode, is undoubtedly of the 
first importance immediately, but even 
in the short run it is important for the 
viability of the airline that the funda¬ 
mental question of the efficiency and 
sense of responsibility with which the 
traffic staff is able or willing to discharge 
its duty towards those who choose to 
travel by it is also of the greatest 
relevance. 


issues in ordinary shares rose from Rs 
26.5 crores to Rs 33.6 crores. There was 
a marginal fall in the case of preference 
shares but debentures multiplied their 
value by almost three times from Rs 8.4 
crores in 1970-71 to Rs 25.4 crorcs in 
1971-72. Including rights issues, the 
new capital issues were higher at Rs 72.5 
crorcs in 1971-72 as against Rs 54.3 crores 
in 1970-71. These figures amply demons¬ 
trate the change in the climate for capital 
issues. The response of the public to 
capital issues was however selective in the 
sense that only half of them were over¬ 
subscribed; the other half were under¬ 
subscribed and needed underwriting 
assistance of the financial institutions. 

According to a survey conducted by the 
Economic Tim -s Research Bureau the 
value of capital issues in 1972 is estimat¬ 
ed to be significantly high at Rs 93 crores 
and according to current indications, the 
outlook for 1973 is sufficiently bright. But 
much greater efforts are needed it* the 
pace of industrialisation is to be accele¬ 
rated. This view-point has been recently 
endorsed by Mr II. T. Parckh, Chairman 
of the Industrial Credit and Investment 
Corporation of India Ltd (ICICI) who 
said in his report for 1972: “If the eco¬ 
nomy is to take off, the rate of investment 
in industry will have to increase manifold 
over its present low level. In terms of 
existing administrative machinery, it will 
involve issue of 2,000/2,500 industrial 
licences per year, an increase (though not 
to the same extent, thanks to the deve¬ 
lopment of local production facilities) in 
import licences for capital and current 
goods, and capital issues consents of 
Rs 300 crorcs per year (against Rs 100 
crorcs a present)”. The stock markets 
have brightened up after the budget 
for 1973-74 which was marked by 
the absence of a fresh dose of corpo¬ 
rate taxation and which gave a positive 
incentive in the form of depreciation 
allowance in place of the development 
rebate scheduled to end next year. The 
Economic Times index of ordinary share 


prices (196*9-70=100) rose from 112.8 on 
the pre-budget eve to 117.2 on March 8 
a rise of four per cent. At the time of 
going to the press, the list of industries 
which will enjoy the benefit of deprecia¬ 
tion allowance has not been released. 
Reliable sources iudicatc that the 20 per 
cent depreciation allowance would be 
made available for such industries as 
cement, paper, sugar, fertilizer and ship¬ 
building. To keep up the present tempo 
of buoyancy in stock prices and new 
investment in industries, the financial 
assistance of such institutions as the Indus¬ 
trial Development Bank of India (IDBI), 
the Industrial Finance Corporation (IFC) 
and the ICICI will still be required. The 
power shortage, the transport bottleneck 
in some areas and the deteriorating in¬ 
dustrial relations still continue to be 
serious bottlenecks in some areas but on 
the whole the liberal licensing policy 
coupled with institutional assistance will 
pave the way for setting up new indus¬ 
tries as well as expanding old ones. 

One particular sector where there was a 
definite drop—in line with capital issues- 
was that of foreign collaborations. Not 
only has the number of joint ventures 
been declining but the official policy of 
reducing the share of foreign capita! in 
joint ventures has had a slowing effect on 
the growth as well as expansion of colla¬ 
borative efforts. During 1961-65, I he 
average yearly collaborations were 329 
In the quinquennium ending in 1970, the 
number of yearly collaborations was 
almost halved to 167. During the first 
seven quarters of 1971 and 1972, there 
was a slight revival to the annual rate of 
244 collaborations. 

The foreign companies arc afraid that 
the Foreign Exchange Bill which will 
come up before the Parliament soon will 
affect their working adversely. On top 
of that, the government has been dis¬ 
couraging foreign participation in 26-50 
per cent range (i. e. cases in which equity 
capital is allowed to be retained by the 
foreign company between onc-fourth and 
half of the total capital). The Reserve 
Bank study has shown that foreign parti¬ 
cipation in equity issues through pros¬ 
pectus in the 26-50 per cent range 
dropped from 10 in 1967 to one in 1970. 
Similarly, in the 11-25 per cent range the 
number of ventures dropped from four in 
1967 to two in 1970. The picture did not 
change significantly in this regard in 1971 
and 1972. Also, those foreign companies 
which have a share of more than 50 per 
cent in equity capital are being asked to 
reduce their percentage by distributing 
increased equity capital to residents of 
this country. As was expected it has 
affected the inflow of foreign private 
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capital which has now ceased to be of 
any significant size in recent years. 

Early last year, the government had laid 
down certain guidelines for companies with 
foreign direct holdings exceeding 75 per 
cent; all these companies were asked to 
raise 40 per cent of the cost of expansion 
by issuing additional equity to Indians. 
Similarly, companies with foreign direct 
holdings exceeding 60 per cent but not 
exceeding 75 per cent, and those with 
holdings between 51 and 60 per cent 
were asked to raise capital for expansion 
by issuing 331 per cent and 25 per cent 
respectively to Indians. This stipulation 
is independent of the application of the 


convertibility clause in respect of loan as¬ 
sistance provided by financial institu¬ 
tions. 

In all new collaborative ventures, the 
emphasis has now shifted to filling the 
technological gap wherever it exists in¬ 
stead of stimulating the inflow the foreign 
private investment indiscriminately. The 
policy relating to remittances of profits 
and dividends has remained broadly un¬ 
changed except in the case of 100 per 
cent foreign-owned companies to which 
some curbs are now being applied. These 
curbs have also influenced adversely the 
scope for further inflow of private foreign 
capital into this country. 


compelled larger imports. The serious 
decline in the yield of kharif food crops 
also had an upsettiog effect on the 
calculations of planners and, much against 
the will of the government, it was even¬ 
tually decided to effect commercial pur¬ 
chases of foodgrains. These have now 
been concluded for about two million 
tonnes and the foreign exchange outlay 
will be about Rs 160 crores. If the whole 
quantity is received before the end of 
March it is likely that there will be a big 
increase in the trade deficit and a short¬ 
fall in foreign exchange reserves. However 
it is probable that there will be a spillover 
into 1973-74 and it remains to be seen 
whether the government will be again 
compelled to effect commercial purchases 
later in the year if the ambitious pro¬ 
gramme for building up buffer stocks 
to the level of 12 million tonnes by the 
middle of this year docs not yield the 
desired results. 

A somewhat misleading picture has 
been presented to the public by the dis¬ 
cussions of the chief ministers at the 
recent conference in New Delhi. Even if 
there is massive procurement out of 
rabi crops in May-July this year, and the 
stocks held by the Food Corporation 
increase significantly there will also be a 
faster outgo from these stocks as sales 
through fair price shops will be at a much 
higher level. What is really important is 
a net addition to food stocks, after meet¬ 
ing all demands. It is difficult to be 
categorical about the prospects in this 
regard. Even granting that the output of 
foodgrains in 1972-73 would be 100 
million tonnes, and buffer stocks were 9.5 
million tonnes in the middle of last year, 
basic stocks by July this year cannot be 
more than 2-3 million tonnes including 
imports as gross consumption may be 
easily 108 million tonnes. In these cir¬ 
cumstances it is somewhat amusing to 
note that there can be a big build up 
of buffer stocks little realising the fact 
that what is involved is the procurement 
of foodgrains for subsequent distribution 
and not purchases in pursuance of support 
operation. Actually intensive procure¬ 
ment during a period of shortage has by 
itself been responsible for a sharp rise in 
open market prices. 

These developments are certainly dis¬ 
concerting. But forceful attention has 
been drawn to the new trends on the food 
front only to show that a similar predica¬ 
ment might arise later in 1973-74 if it did 
not become clear that food output in the 
next agricultural season would be more 
than 110 million tonnes. Even if there 
is an improvement of 5-6 million tonnes 
as compared to 1972-73 it will still be 
necessary to import 3-4 million tonnes in 
order to avoid a repetition of the happen- 


Critical year 
ahead 

The economic survey for 1972-73 has 
attempted a frank appraisal of the trends 
in balance of payments and balance of 
trade in 1971-72 and in the first eight 
months of the current financial year. 
From the changes in foreign exchange 
reserves in 1971-72, when it was possible 
to have a net increase in foreign exchange 
reserves by Rs 116.4 crores even with a 
deficit of Rs 205 crores on trade account, 
it it clear that utilisation was effective in 
that year and aid receipts were also satis-« 
factory, notwithstanding the suspension 
of US aid towards the closing months. 
The large receipts of SDRs and the financ¬ 
ing of imports from the USA with the 
aid funds obtained earlier did not impose 
any serious strain on the balance of pay¬ 
ments position notwithstanding a bigger 
trade deficit. 

In the current year however much has 
been made of the big increase in exports 
in the first eight months, April to Novem¬ 
ber, and also of a net decline in imports 
as compared with the corresponding 
period in 1971-72. Exports in the eight 
month period rose sharply by 23.1 per 
cent as against the corresponding period 
in the previous year to Rs 1239.3 crores. 
As imports were less than exports there 
was a net trade surplus of Rs 142 crores 
against a deficit of Rs 183.9 crores in 
April-November 1971. The boom in 
exports was due to larger shipments of 
gunnies, cashewnuts, hides and skins, 
cotton yarn and various other items. But 
the bulge was also due to a higher unit 
value of exports following the indirect 
devaluation of the rupee against sterling 
and other stronger currencies. There has 
also been a larger volume of trade with 
Bangladesh which has been financed by 


loans or grants from the central govern¬ 
ment. 

There has so far been a disposition to 
exaggerate the significance of recent 
trends in exports and even at the recent 
meeting of the Board of Trade in New 
Delhi it was not clarified that there were 
exceptional trends in exports though it 
was stated that it would not be wise to 
estimate the total of exports for the whole 
year on the basis of the performance for 
the first eight months. This was because 
of keener competition for gunnies in the 
international markets from the jute indus¬ 
try in Bangladesh and the likelihood of 
a reduction in export surpluses due to 
power shortage, lower agricultural produc¬ 
tion and rise in internal demand. The 
Economic Survey however frankly admits 
that there has been a boost in the value 
of exports due to the resumption of trade 
with Bangladesh and an inflation in the 
rupee value of exports on account of 
indirect devaluation of the rupee against 
many currencies following the develop¬ 
ments of December 1971. It was however 
expected that the net addition to foreign 
exchange earnings on the basis of a 
weighted average external value for the 
rupee would still be sizeable. 

The performance for the whole year is 
likely to be different and with the likeli¬ 
hood of a big increase in imports of steel, 
fertilisers, petroleum products and com¬ 
mercial purchases of foodgrains, the sur¬ 
plus on trade account in the earlier eight 
months might give place to a net deficit. 
The survey actually has made a true 
admission that imports of steel, fertilisers 
and many other items would have been 
easily reduced if only the steel industry 
functioned more efficiently and the rated 
capacity of the fertiliser units could also 
be utilised more effectively. At the same 
time there has been a further decline in 
the output of edible oils with a short crop 
for two years in succession which has 
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ings of 1972-73. The export effort for 
1973-74 has therefore to be more inten¬ 
sive and for enabling a sizeable increase 
in foreign exchange earnings the neces¬ 
sary incentives will have to be provided. 
What is important is a sincere attempt to 
raise the output of steel, fertiliser, heavy 
chcmicels and various other items and a 
determined effort to increase the output 
of cash crops like raw jute, oilseeds, raw 
cotton and sugarcane. 

It may be argued that a revival in food 
production may be reflected in the larger 
output of cash crops as the former can 
take place only with the prevalence of 
favourable weather conditions all over the 
country. There is however no indication 
of a break-through on the oilseeds and 
jute fronts while there are definite indica¬ 
tions of an increase in the yield of raw 
cotton with the introduction of newer 
varieties and better techniques of cultiva¬ 
tion. This is borne out by the avail¬ 
ability of a crop of 60 lakh bales in 
1972-73 in spite of a severe drought in 
many important growing areas. 

The outlook for 1973-74 will therefore be 


Red herrings 
won't do 

West Bengal’s budget for 1973-74 
reflects to some extent the state’s improve¬ 
ment in the law and order situation and 
the revival of industrial activity. Mr 
Shankar Ghose, the Finance Minister, 
said in his budget speech on Feb¬ 
ruary 26, that larger buoyancy in the 
revenue receipts from the existing tuxes 
was a clear sign of the regeneration of 
West Bengal’s economy from stagnation. 
The total revenue receipts for 1973-74 
are estimated at JRs 377.54 crorcs against 
Rs 373.13 crores m the revised estimates 
for 1972-73. This increase of over Rs 4 
crorcs is on account of the larger share of 
the central taxes and the normal growth 
of tax receipts. The overall position 
reveals a revenue deficit of Rs 15.49 
crorcs for 1973-74 and a surplus of Rs 
15.42 crores outside the revenue account. 
The overall deficit is Rs 7 lakhs exclud¬ 
ing the opening balance. 

Mr Ghosc pointed out that this was 
4 *a very small deficit” in a budget of Rs 
629 crores. Taking into account the 
negative opening balance of Rs 13.87 
crorcs. the overall deficit in 1973-74 is 
placed at Rs 13.94 crores. The negative 
opening balance is attributed to the delay 
in sanctioning the relief expenditure by 
the government of India amounting to 
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determined by what happens in the latter 
half of this year and to the extent of re¬ 
vival in the agricultural economy. There 
is as yet no indication of resumption of 
US aid and foreign exchange reserves had 
recorded a net decline of Rs 60 crores in 
the first ten months of 1972-73 and the 
position may worsen further before the 
end of March. Liberal imports can be 
permitted in 1973-74 only if there is an 
improvement in aid prospects and exports 
arc stepped up substantially. There 
can probably be sizeable exports of 
gunnies, cotton yarn, hides and skins, 
tea, cashewnuts and other staple items 
but non-traditional exports can be aug¬ 
mented only if there is a brisk rise in 
industrial production in the latter half of 
the year with the elimination of power 
cuts. Even here, with depicted invento¬ 
ries and a higher level of government 
expenditure on Plan and non-Plan 
accounts the targets for exports may be 
elusive and imports also may have to be 
increased significantly for eliminating 
bottlenecks in some directions. The year 
1973-74 will therefore be crucial in many 
respects. 


Rs 23.48 crores. 

The West Bengal Taxation Laws 
(Amendment) Act of 1971 and the West 
Bengal Duty on Inter-State River Valley 
Authority Electricity (Re-enacting) Act 
1972, were clue to expire by March this 
year. But the state government has 
decided to continue these levies beyond 
March and they are estimated to yield 
Rs 225 lakhs and Rs 40 lakhs per year 
respectively. T he taxation measures un¬ 
dertaken during 1972-73 arc expected to 
yield Rs 10 crores. The Finance Minister 
has expressed his confidence that even 
without resorting to new taxation during 
1973-74 it would be possible for the 
government to obtain the required re¬ 
sources. The “massive drive” to check 
evasion and collect more revenue from 
the existing taxes appears to have yielded 
encouraging results. Besides, collections 
under the small savings schemes have 
been quite satisfactory. The net collec¬ 
tions from small savings between April 
and December 1972 arc placed at Rs 35.75 
crores. This was made possible by provid¬ 
ing attractive incentives and by intensifying 
publicity. Mr Ghose described the Small 
Savings Scheme as “a weapon of re¬ 
source mobilisation” and “a symbol of 
the people’s involvement in the country’s 
development”. The Finance Minister 
however has given notice that it necessary 
the government will not shirk from any 
fresh measures of taxation. 

Because of the availability ‘of more 
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resources, West Bengal has been able 
to provide for a larger Plan outlay 
during 1973-74. The following table 
shows how the state has steadily stepped 
up its Plan expenditure. 

Plan Expenditure 


(Rs crores) 


1969-70 (Actuals) 

45.79 

1970-71 (Actuals) 

54.08 

1971-72 (Actuals) 

66.49 

1972-73 (Revised) 

79.89 

1973-74 (Budget) 

90.00 

Total 

336.25 


Till now West Bengal had not been able 
to plan in a big way because of ministeri¬ 
al instability and its inevitable impact on 
the state’s economy. During the 18 
years (1951-1969), West Bengal occupied 
the twelfth place among all states in 
respect of per capita Plan outlay although 
she has the fourth largest percentage of 
population in the country. In the 
fourth five-year Plan, the per capita Plan 
outlay has been the lowest in India. It 
is understandable therefore that West 
Bengal should try to have a fifth Plan of 
a much larger size. The State Planning 
Board is reported to have prepared an 
approach paper involving an outlay of 
nearly Rs 5000 crores during the fifth 
*Plan. It is not known how exactly the 
Planning Board has attempted to find 
resources for a Plan of this size. But it 
is clear that West Bengal should vigoro¬ 
usly intensify its developmental efforts in 
order to tackle the staggering problems 
of poverty and unemployment. 

Mr Ghose has made a number sugges¬ 
tions to the sixth Finauce Commission to 
evolve a more rational system of the 
devolution of the central finances 
to the states. He said that the gap 
between the ordinary revenue of the 
state and the normal inescapable reve¬ 
nue expenditure should be met by shares 
of taxes as far as possible. Regarding 
the allocation of shares of central taxes 
to the states (like income tax and excise) 
“a state should get what would have been 
levied by that state if it had the power 
to levy those taxes, which, for the con¬ 
venience of administration and uniformity 
of treatment, have been assigned to the 
centre”. The basis for transferring the 
shares of the central taxes to the states 
should be the contribution or collection 
and not need. Mr Ghos emphasised 
that under the present pattern of distri¬ 
bution of proceeds of income tax and 
excise duty, the industrial states get 
‘’very little benefit” from the expansion 
of their industrial sector since the tax 
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collected from their industrial sector is 
distributed to the rest of India on the 
basis of per capita equality. It is hoped 
that the sixth Finance Commission will 
carefully consider these suggestions so 
that West Bengal can intensify its develop¬ 
ment programmes. 

Whatever may be the shape and size of 
the state’s fifth Plan, the West Bengal 
government should give more serious 
attention to the improvement of the 
investment climate. The Finance Minister 
disclosed that since the present govern¬ 
ment was formed there had been “offers 
of investment” of about Rs 491 crores. 

The West Bengal Industrial Development 
Corporation has been given the mandate 
for setting up new industries such as 
nylon filament yarn, automobile tyres 
and tubes, light commercial vehicles, 
cement, T V sets, semi-conductoi items 
in the electronics group, wireless commu¬ 
nication apparatus, precision watches and 
so on. But the Industrial Development 
Corporation has not been able to func¬ 
tion effectively because of the lack of 
adequate funds and experienced person¬ 
nel. Moreover, business confidence in 
West Bengal has been shaken by the take¬ 
over of the coal industry. Talks and 
threats of further take-overs continue to 
be made by prominent trade union 
leaders as well as by others and the 
state government does not seem to be 
keen to allay such misgivings among 
investors. The physical impediments to 
West Bengal’s development are formid¬ 
able enough. The infrastructure facili¬ 
ties especially in the districts have been 
grossly inadequate while the labour situa¬ 
tion continues to cause anxiety because 
of the persistence of inter-union and intra¬ 
union rivalries. Mr Siddhartha Shanker 
Ray thcieforc should give particular 
attention to measures to revive the 
climate for investment. 

The central budget for 1973-74 con¬ 
tains certain concessions and incentives to 
set up industries in the backward areas. 
In West Bengal, barring Calcutta, 24- 
Parganas, and Howrah, all the other 
districts have been declared as backward 
by the Planning Commission. The state 
government therefore should energetically 
speed up the development of infrastruc¬ 
ture facilities, particularly in regard to the 
availability of electricity and transport. It 
should urge New Delhi to consider 
whether the incentives offered by Mr 
Chavan for the backward areas can be 
made attractive in certain respects. At 
the same time, the state government 
should also revise its own scheme of 
incentives and make them more effective. 


that West Bengal's government undertak¬ 
ings have been losing year after year. 
According to the revised budget estimates 
for 1972-73, the government lost a total 
of Rs 3.11 crores in 22 important schemes 
of a commercial or semi-commercial 
nature. Further losses are envisaged in 
1973-74, the figure in respect of the 

Lessons from 

coal 

In his speech at the annual meeting of 
the Indian Engineering Association 
(Eastern Region) held in Calcutta on 
March 3, Mr Mohan Kumaramangalam, 
the union Minister for Steel and Mines, 
said that he did not understand why 
there was so much clamour against the 
nationalisation of the non-coking coal 
mines. The minister may be reminded 
of the fact that the clamour is not so 
much against nationalisation as such but 
against the manner in which it has been 
done. In the lirst place, the take-over 
of the non-coking coal mines was a clear 
and deliberate violation of the solemn 
assurance that he had given repeatedly 
that the government had no intention of 
doing so. Secondly, what the govern¬ 
ment has done is not out-right nationali¬ 
sation. Only the management of the 
mines has been taken over and a nominal 
compensation has been offered as mana¬ 
gement charges. The industry has 


Another report has been received and pigeon¬ 
holed. The Expert Committee on the financial 
clauses of the constitution reported on the 5th 
of December 1947, and their report has already 
become out of date. But the financial clauses of 
the draft Constitution of India, although they arc 
not based on the report of the Sarkcr Committee, 
are in themselves clear, precise, and understand¬ 
able. Very few persons will quarrel with the fact 
that the Drafting Committee of the Constituent 
Assembly has not chosen, in this transitional 
period, to add to the troubles of the Finance 
Minister at the Centre, by proposing a partial re¬ 
vision of the financial provisions of the Constitu¬ 
tion. The Drafting Committee do not recommend 


Greater Calcutta Milk Supply Scheme 
being Rs 2.64 crores. Mr Siddhartha Shan¬ 
kar Ray should give special attention to 
the efficient working of the government 
undertakings before lending his support 
to the centre’s take-over policies. The 
people ask for rice and a little fish, red 
herrings won’t do. 


suggested that if the government was 
keen to end private ownership, it should 
have taken over all the assets and liabili¬ 
ties and ensured fair compensation on 
the basis of the break-up value of the 
shares. It has been pointed out that in 
regard to the take-over of the coking 
coal mines, there were instances where 
the loans taken on the security of the 
bills were not cleared by the government 
and the income that was derived after 
the take-over was used to meet other 
expenses. It was staled that the com¬ 
pensation offered was hardly sufficient to 
meet the bills of the creditors while the 
shareholders also felt aggrieved. 

The take-over of the non coking coal 
mines has been followed by a sharp rise 
in prices and scarcity in certain areas. 
The government has assured that these 
difficulties are temporary. It remains to 
be seen how soon the government will 
be able to ensure adequate supplies of 
coal at fair prices. But apart from the 
hardship caused to the consumers, the 
take-over has shaken the confidence of 
investors, especially in the eastern region. 
A feeling now prevails in the business 


that 50 per cent of the proceeds of the tobacco 
excise should be shared with the provinces. They 
do not piopose to merge the agricultural income 
tax with the Central income-tax, and do not con¬ 
template, that pending the abolition of the jute 
export duly. West Bengal, Bihar, Assam, and Orissa 
should be paid their share of this duty, by fixed 
lumpsum payments. flic Drafting Committee 
has not stepped up the provincial share of the 
divisible pool of income tax, from 50 to 60 per 
cent, as recommended by the Expert Committee 
of the financial provisions of the Constitution. 
The Drafting Committee have rejected these re¬ 
commendations. 
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circles in Calcutta that the more vehement¬ 
ly and persistently a minister denies 
the intention to take-over any industry 
or trade, the greater is the certainty of 
the government doing so. Mr Kumara- 
mangalam said that in most countries of 
the world, coal was under government 
ownership. Blit in how many demo¬ 
cratic countries has the coal industry 
or any other industry been nationalised 
stealthily as New Delhi has done? 

Mr Kumurumangalam has revealed 
that there has been a steep increase in 
the production of coal from 117,000 
tonnes to 143.000 tonnes a day since 
February 28 this year. He wants to 
convey that the private sector's record 
of production was not satisfactory. But 
what do official figures indicate? In the 
second live-year Plan the coal industry 
in the private sector was assigned an 
additional target of 10 million tonnes to 
increase its production (coking and non- 
coking coal) to 43.50 million tonnes by 
1960-61. The private sector exceeded 
this target by nearly two million tonnes. 
In the third five-year Plan period, an 
additional target of about 18 million 
tonnes was given to the private sector. 
The achievement was almost 54 million 
tonnes, which was an increase of nearly 
11 million tonnes over the second Plan’s 
target. The target was not fully realised 
mainly due to lack of demand. 

So far as West Bengal is concerned, 
coal production increased steadily from 
12.00 million tonnes in 1956-57 to 16.84 
million tonnes in 1960-61, 19.80 million 
tonnes in 1965-66 and 20.29 million 
tonnes in 1969-70. But in 1971-72 there 
was a decline in production to 16.90 
million tonnes because of the fall in 
demand. ft is also well known that 
since 1967 and till March last year the 
political uncertainty and the widespread 
lawlessness in West Bengal affected the 
coal as well as many other industries. 
Besides, the failure of the railways to 
provide the industry with wagons- 
seriously dislocated production and dis¬ 
tribution. It is estimated that a daily 
shortage of 400 wagons meant a loss of 
despatches of over three million tonnes 
in a year. The coal industry’s gross 
block in 1965 was Rs 40.94 crorcs while 
the corresponding figure was Rs 53.56 
crores in 1971. The value of stores, 


stocks and other assets in 1971 was 
Rs 21.89 crores. The owned funds plus 
reserves in 1971 amounted to Rs 28.40 
crores. It is also estimated that the 
collieries were able to utilise about Rs 15 
crores out of the World Bank loan of 
Rs 17 crores given during the third Plan. 
In this background, it seems hardly fair 
to blame the coal industry of being 
indifferent to increasing production. 

There have been other allegations made 
against the private sector. It would 
appear that most of the charges levied 
by the government have been highly 
exaggerated. Even if these were true, 
the government cannot escape its share 
of responsibility. For example, it is 
said that the collieries have defaulted in 
respect of provident fund. A pertinent 
question arises whether this fact was not 
known to the government earlier since 
arrears under this head must have accu¬ 
mulated over many years. Did the Coal 
Mines Provident Fund Commissioner 
connive at the default or did he condone 
it? It is also interesting to note in this 
context that many collieries have not 
been paid the subsidy due to them for 
stowing underground for safety and con¬ 
servation. The amount involved is not 
known. But it is stated that the Coal 
Board, a statutory body, has not been 
able to make the payments for Jack of 
funds! It is also said that for the same 
reason, the Coal Board was not willing 
to grant sanctions to continue stowing in 
many cases. 

It seems a pity that although nearly 
six weeks have passed since the non¬ 
coking coal mines were taken over, 
colliery owners have not made any 
attempt to refute the allegations made by 


the government and to tellf the public 
the truth regarding the achievements and 
difficulties of the industry. Both Mr 
Kumaramangalam and Mr Siddhartha 
Shankar Ray have made specific charges 
against the coal industry. But the industry 
was not able to reply promptly because it 
could not gather immediately all the 
relevant data in regard to royally, pro¬ 
vident fund, investment and so on. 
Though there were two important 
associations to look after the industry, 
it appears neither of them was well equip¬ 
ped with regard to fact and figures. 

Incidentally, this should serve as a 
warning to the other industrial associa¬ 
tions. They shoule take care to keep 
all the relevant data in respect of their 
industries so that they can readily give 
the public a correct picture aboutt heir 
performance and problems. Of course, 
possession of data will not prevent sudden 
take-overs. But it will at least help the 
industry concerned to put forth its point 
of view. The Federation of Indian 
Chambers of Commerce and Industry 
and the Associated Chambers of Com¬ 
merce and Industry should urge their 
constituents to keep themselves con¬ 
tinuously up-to-date with all particulars 
of their respective industries and trades 
so that they will not be caught napping 
as in the case of coal. The government 
of India would do well to consider care¬ 
fully whether it is really worthwhile to 
take over industries all of a sudden. 
The government may take pride in the 
fact that it has been able to keep its 
intention secret. But the government 
should remember that its action has 
dealt a severe below to business confi¬ 
dence in a region which had suffered 
from prolonged economic stagnation. 
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POUTS OF row 


The take 

The sixty-fifth annual general meeting of 
the Indian Merchants* Chamber (IMC), 
Bombay, held recently, was notable for 
two of the most outspoken speeches that 
we have had from spokesmen of the private 
sector in recent months. Both the spea¬ 
kers, Mr. Krishnaraj M.D. Thackersey, 
who inaugurated the meeting, and Mr. 
Charandas V. Mariwala, the retiring 
President of the Chamber, questioned the 
validity of the grounds for expanding the 
public sector and, in the process, elimina¬ 
ting the private sector. Strongly contend¬ 
ing that “the private sector is not to be 
blamed for the economic and social prob¬ 
lems confronting the country today and 
that injustice is being done to it by hold¬ 
ing it responsible for the country's econo¬ 
mic ills", they pertinently posed the ques¬ 
tion whether the growing expansion of the 
public sector and the measures of nation¬ 
alisation would provide an answer to 
these economic ills. Not only did they 
doubt it, but, at this rate, they apprehen¬ 
ded, “wc are drifting in the direction of 
state capitalism which will entail running 
the economy by a vast bureaucratic 
machinery". 

idle apprehension 

After the final decision of the govern¬ 
ment of India to take over the wholesale 
trade in foodgrains, this is surely no idle 
apprehension. In docs not matter in the 
least whether this is “an outmoded ideo¬ 
logical stance", or it has been taken under 
pressure from the radical elements in the 
Congress (R), but what certainly matters 
is whether the government is itself con¬ 
vinced that it has all the needed resources 
in money (for procurement, storage and 
distribution) and men (for administering 
the programme). More importantly, has 
the government cared to ponder over the 
pertinent point that, if it fails to provide 
food to the people after this take-over, it 
will have no scapegoat left to attack and 
thereby pacify the frustrated hungry? All 
evidences seem to suggest that, in their 
excessive devotion to ideology, they have 
not. Otherwise, it is difficult to underst¬ 
and the persistence with which the authori¬ 
ties are pushing through thetak-over policy 
in the face of known opposition from some 
state chief ministers (who have, of course, 
been browbeaten and silenced since) and 
the sorry spectacle of the glaring failure of 
the monopoly cotton procurement scheme 


over menace 


in Maharashtra, not to speak of the find¬ 
ings of the Special Committee in Rajasthan 
which fully went into its implications 
(these are believed to have already caused 
considerable dismay to the authorities in 
Rajasthan). Even some of those who 
were once sympathetic to the state take¬ 
over of cotton procurement in Maharash¬ 
tra have now begun to argue that it is a 
foregone conclusion that the scheme would 
have to be wound up sooner or later. 

serious consequences 

That the government of India also 
would soon find out that, in having decided 
to take over the wholesale trade in food- 
grains, it has attempted to bite ofT more 
than it can chew was made abundantly 
clear by Mr. Mariwala in the course of 
his presidential address. He dwelt at len¬ 
gth to point out how this proposal is frau¬ 
ght with serious consequences and wide¬ 
spread repercussions—economic, financial 
and administrative. The present decision 
is to take over the wholesale trade only 
in wheat and rice, but, as the Rajasthan 
Committee has righly observed, if natio¬ 
nalisation of foodgrains is to be effective, 
the government will have to take over the 
wholesale trade in coarse grains as well, 
because coarse grains is the staple diet of 
the rural population, besides being the 
major Kharif crop in several states. 

Let us first see what, in fact, is the 
main provocation for the proposed take¬ 
over. According to those who have 
vigorously canvassed for it and won over 
the Government to their way of thinking, 
the blame for the present difficult food 
position must be laid at the doors of the 
wholesale dealers in foodgrains. But 
Mr. Mariwala dismissed this as mischiev¬ 
ous and gave relevant reasons for the pre¬ 
sent situation. In the first place, he referred 
to three factors as being mainly responsi¬ 
ble for the spurt in prices of foodgrains: 
(1) the unprecedented drought in several 
parts of the country, (2) the continuing 
state of general inflation in the economy 
and (3) the generous and substantial as¬ 
sistance of foodgrains to a neighbouring 
country. Two other factors also contri¬ 
buted to aggravate the situation, he add¬ 
ed: the alarming official reports about 
damage to crops which caused a scare 
among the cultivators who naturally with¬ 
held their sales and the failure of the 


Food Corporation of India to draw on 
its buffer stocks and release the necessary 
quantities at the appropriate time. These 
are all utterly irrefutable factors, which 
means, as the IMC President rightly con¬ 
cluded, that the government’s decision is 
based on an incorrect appraisal of the 
causes of the present foodgrains shortage. 
It is, therefore, bound to lead to serious 
consequences. 

Next, what are the problems involved 
and have the authorities taken note of 
them? To Mr. Mariwala, the decision 
betrays an utter lack of appreciation of 
the tremendous problems involved and 
the repercussions on those operating the 
wholesale trade today as well as on the 
economy generally. First, the govern¬ 
ment’s administrative machinery is patent¬ 
ly ill-suited for the gigantic task involved 
right from the stage of procurement to 
that of distribution, as witness the ex¬ 
perience of the FCl even in respect of 
its limited operations so far. If even for 
such operations, the FCI itself is known 
to lack the requisite expertise for procure¬ 
ment, storage, sorting, grading and all the 
other related operations, in that it has 
had to enlist the services of private agen¬ 
cies for carrying these out on its behalf, 
one can well imagine the enormity of the 
even more ambitious scale of operations 
envisaged by the authorities and, there¬ 
fore, the sizeable extent of the inadequa¬ 
cies to be made up by them. 

lack of expertise 

The government agency does not yet 
have the expertise in marketing intelligence 
about adduction, arrivals and availability 
of fooagrains and seasonal fluctuations in 
market demands, storing methods, etc. 
which has been built up over generations 
of handling of this intricate and compli¬ 
cated business by the trade. Thirdly, only 
those self-employed persons who arc en¬ 
gaged in the wholesale distribution or 
trade at present can render the type of 
personalised service they have been ren¬ 
dering to the producers all along. The 
Rajasthan Committee has acknowledged 
the possibility that the proposed take¬ 
over would disturb this age-old relation¬ 
ship between the farmer and the private 
trader. As a result, Mr. Mariwala ap¬ 
prehended, the farmers might desist from 
parting with their Whole surplus produc- 
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tion and be even tempted to sell a part of 
it in the black market. This means an 
intensification of blackmarkcting and the 
consequent artificial scarcity and moral 
degradation, the very evils that the pro¬ 
posed scheme sets out to remove. 

Besides this, what is to happen to the 
vast multitude of self-employed persons 
engaged in the business of the wholesale 
trade in foodgrains? Thousands were 
thrown out, it will be remembered, when 
the cotton trade was taken over, and, as 
on that occasion, the tragedy now also 
would be to render jobless those who have 
neither the education nor the equipment 
to turn to any other occupation. But by 
far the most important of all is the colos¬ 
sal investment involved, apart from the 
very heavy administrative expenditure on 
expanding the present procurement machi¬ 
nery, on the staff required for carrying on 
all the operations needed and on the net¬ 
work of warehousing and godown facili¬ 
ties all over the country. At the present 
juncture when there is an imperative need 
for concentrating all attention on the 
production aspect, Mr. Mariwala wanted to 
know—quite justifiably- whether it would 
be advisable to incur such a vast expen¬ 


diture on the new experiment. He was 
also worried about the inevitable array 
of all manner of controls and regulations 
that the take-over would bring in its trail. 
Surely our past experience of the opera¬ 
tion of such controls should be a pointer, 
if not a warming. For all these reasons, 
the 1MC chief felt that, “however at¬ 
tractive in ideological terms, from a prac¬ 
tical point of view, the proposed measure 
is fraught with serious consequences'* and 
wondered whether it was too much to ex¬ 
pect the government to reconsider the 
proposal even at this late stage. 

It is all very well for committed peo¬ 
ple like Mr. Chandrajit Yadav, AICC 
General Secretary, to threaten, as he did 
in Bombay the other day, that the Cong¬ 
ress would not tolerate any reactionary 
force which created hurdles in the way 
of establishing socialism, without really 
comprehending, much less defining, what 
is meant by socialism. But it would be 
better for him and his kind to attempt 
and appreciate what kind of socialism 
businessmen are opposed to. For their 
edification, evidently, Mr. Krishnaraj 
felt like saying this: “No enlightened 
businessman is opposed to the funda¬ 


mental objectives of socialism in India, 
namely reduction of glaring inequiiities 
in income and wealth, provision of equal 
opportunities for all for advancement, a 
balanced diet for everyone, a decent 
home to live in, facilities for the educa¬ 
tion of one's children and adequate medi¬ 
cal relief”. In spelling out all these, be 
was not trying to blame the party in 
power at the centre and in most states 
for over 25 years for not having ensured 
these, but he only wanted to stress the 
point that allthese call for more produc¬ 
tion of foodgrains, milk, fats, cotton and 
cloth, fuel, steel, cement, building mate¬ 
rials, so on. He did not stop there, but, 
being a pragmatist, asked his colleagues 
in business: “Let us get on with this 
job in the best practicable manner possi¬ 
ble. Let all those who have ability and 
proved merit for accelerating production 
and creating employment opportunities be 
permitted to function effectively”. It is 
only thus that the country’s economy 
will prosper and not by catchy slogans 
and empty threats to political opponents, 
wherefore let us say “amen” to this pra¬ 
yer of Mr. Krishnaraj: “Let not econo¬ 
mic progress be delayed by excessive de 
votion to an outdated ideology”. 


Ten years of NCDC 


F : vr.N though the National Coopera¬ 
tive Development Corporation (NCDC) 
was introduced in the early years of 
the 20th century, the movement did not 
make any significant impact on the eco¬ 
nomy till after independence. Till 1947. 
the cooperative movement concerned 
itself primarily with credit activities. 
With the introduction of planned deve¬ 
lopment in 1951-52, the attention of the 
government came tv) be focussed on co¬ 
operation as a suitable means for under¬ 
taking progiammes of economic deve¬ 
lopment. 

The cooperative movement was given 
a new direction in 1954 by the All India 
Rural Credit Survey Committee The 
committee not only advocated but for¬ 
mulated in great detail, an integrated 
approach to cooperative development in¬ 
cluding credit, marketing, precessing and 
storage activities in the rural sector. 

The NCDC’ which completed ten 
years of its existence on March 13, 1973, 

Mr M. S. Gill is the Secretary, National 
Cooperative Development Corporation. 


owes its birth to the recommendations 
of the All India Rural Credit Survey 
Committee. The Corporation was concei¬ 
ved as an all-India organisation to plan, 
promote, finance and coordinate certain 
economic programmes in the coopera¬ 
tive sector. Its activities were to be 
directed mainly to the promotion of 
marketing, processing and storage of agri¬ 
cultural inputs to the farmers. How the 
corporation has performed its role, can 
be best summed up in the words of the 
expert committee which reviewed and 
assessed its working recently. The Com¬ 
mittee, headed by Mr B. Vcnkatappiah, 
stated: “The striking progress recorded 
by various cooperative programmes, the 
planning and the promotion of which is 
the responsibility of NCDC. under its 
charter, does credit to the NCDC." 

Today the cooperative marketing 
structure has been stabilised and it is in 
a position to cope with the increasing 
production. All slates, excepting Naga¬ 
land and some of the union territories, 
now have state level marketing societies. 
Besides 21 state marketing societies, there 


are seven functional state federations, for 
specialised commodities like cotton, fruit 
and vegetables. The membership of these 
societies consists of 6,061 cooperatives 
including marketing and other coopera¬ 
tives. The state federations have thus 
emerged mainly as federal organisations. 

Another development was the orga¬ 
nisation of the National Agricultural 
Cooperative Marketing Federation 
(NATED) in 1958 to facilitate and co¬ 
ordinate the activities of the state mar¬ 
keting societies in the country. All the 
state cooperative marketing societies 
are members of this National Federa¬ 
tion. The cooperative marketing struc¬ 
ture is now complete, consisting of a 
national federation. 21 stale marketing 
societies, seven commodity marketing 
federations, 3,342 primary marketing and 
163 districtjrcgional societies. 

The last few years have witnessed 
significant diversification in the activities 
of the cooperatives. Before the advent 
of the NCDC, cooperative marketing 
was mainly confined to marketing of 
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commercial crops, particularly sugar¬ 
cane and cotton. The cooperatives have 
now entered the foodgrains trade in a 
big way. In l%l-62 the cooperatives 
handled foodgrains worth Rs 32 crores. 
In ten years it increased tenfold to Rs 
320 crores in 1^71-72. The value of agri¬ 
cultural produce handled by cooperatives 
during the same period increased from 
Rs 175 crores to Rs 740 crores. 

Another encouraging development i" 
the expanding inter-state trade for the 
sale of agricultural produce in terminal 
markets so as to secure better prices to 
the growers. The value of inter state 
business wav only of Rs 1 crorc in 1962- 
63. In 1971-72 it was about Rs 7tt 
crores. 

The cooperatives have developed a 
large network of distribution points all 
over the country to provide farmers easy 
access to fertilisers. I he numbei of retail 
selling points of cooperatives increased 
from 31.7m) in 1961-62 to 40.000 in 
1971-72. The cooperatives account for 
nearly 60 per cent of the total disliibu- 
tion of fertilisers in the cour.tiy. In 1961- 
62 the cooperatives handled fertilisers of 
the value of Rs 32 crores. In 1971-72 
it amounted to Rs 300 crores. Hie co¬ 
operatives have also come forward t ' 
distribute improved seeds, pesticides and 
insecticides and impiovcd agricultural 
implements, pumpsets etc. The value of 
these agricultural inputs increased from 
Rs 8.50 crores in 1961-62 to Rs 70 crores 
in 1971-72. 

significant role 

The NCDC has played a significant 
role in this distribution by enabling the 
cooperatives to take the agricultural in¬ 
puts right to the doorsteps of the farmers. 
Besides rationalising the entire distribu¬ 
tion system the corporation is providing 
the State Cooperative Marketnig Fede¬ 
rations with necessary margin money for 
taising funds from banks lor bulk pro¬ 
curement of fertilisers. 

The NCDC also pioneered production 
of granular fertiliser, pesticides and agri¬ 
cultural implements in the cooperative 
sector. Out of 15 granular fertiliser units 
set up with the Corporation's financial 
assistance. 10 have already gone into 
pioduction and the remaining live are in 
various stages of construction. Seven 1 
tickles manufacturing units and 13 agri¬ 
cultural implements fabrication units 
have been rendered financial assistance 
so far. For agricultural machinery, the 


corporation has sponsored another pilot 
scheme. This scheme enables the co¬ 
operatives to set up servicing-cum-cus- 
lom hiring centres for agricultural'ma¬ 
chinery. The corporation has assisted 52 
such units so far and the target it has 
set for itself in the fourth Plan period is 
80. 


Processing of agricultural produce 
lias a significant place in our rural eco¬ 
nomy. A large programme of coopera¬ 
tive processing greatly increases the pace 
of rural industrialisation and creates op¬ 
portunities foi building up new industrial 
and business leadership in rural areas. 

I he Sugar Inquiry Commission (1965) 
observed: “In Maharashtra the setting 
up of a cooperative sugar factory has 
acted as a nucleus for social and econo¬ 
mic development of the area around it 
and has helped to develop a new class 
of rural entrepreneur.'’ 

progress under plans 

There was no organised attempt to 
develop cooperative processing in the 
years preceding the second five-year 
Plan period, that is. before the NCDC 
came into being. The government's In¬ 
dustrial Policy Resolution of 1956 em¬ 
phasised that the principle of cooperation 
should be applied wherever possible. A 
definite programme of organising agri¬ 
cultural processing units in the coopera¬ 
tive sector was launched in the second# 
live-year Plan period, while 20i aurienl- 
ltii a 1 processing units were envisaged, 
as many as 484 were actually organised. 
In the third live-'ycar Plan period more 
stress was laid on cooperative processing 
and a target of organising 680 units was 
fixed. The actual achievement was 1,021 
units. In 1971-72 the processing units 
in the cooperative sector numbered 1.755 
covering a very wide range of entre¬ 
preneurship. Of the 1.755 units over 
200 could be classified as major indus¬ 
tries with block investment exceeding 
Rs 50 lakh each. These units arc mainly 
sugar factories, sugar by-products indus¬ 
tries (distilleries etc.), spinning mills, jute 
mills, vanaspali industries, solvent ex¬ 
traction plants and caltlefeed factories. 

It may, however, be pointed out that 
only those cooperative processing units 
which are organised by farmers come 
under the purview of the NCDC. Pro¬ 
motion of cooperative processing indu 
tries for consumers like weavers' coope¬ 
rative spinning mills or for mduMn 
workers is not the responsibility * 
NCDC. The corporation has, therefore 


POINTS OF MEW 


btvn Keen to promote genuine farmers* 
cooperative agricultural processing units. 

The NCDC' directs its efforts to- 
wards the promotion of carefully planned 
and economic-ally viable piocessinu 
wits. It prepares and circulates model 
blueprints for various types of pr.vess- 
smg umts of different sizes. To facilitate 
feasibility studies for set line up proees- 
Mm: units, the NCDC provides subsidy 
lowards cost of preparation of technical 
feasibility and project reports bv consul¬ 
ting linns and experts, t he NC DC has 
also been sanctioning assistance to na¬ 
tional and stale level federations f or set¬ 
ting up of promotional and technical 
. , 1,1 provide technical support and 
guidance to cooperative processing pro¬ 
grammes. Moreover, the corporation 
bas set up a technical cell to provide 
belter guidance to the coopciative pro- 
cessing units. 


v , 1 mosl notable contribution of the 
M DC. towards the* development of co¬ 
operative processing is its financial assis- 
lance to meet the block capital require¬ 
ments of the small and medium coope- 
naive processing units. Under a scheme, 
the corpoiation provides assistance to 
l le extent of 70 to 75 per cent of the cs- 
timated block cost not exceedina Rs 60 
lakhs. ) his assistance is rendered on 
more liberal term* to the processing 
onus in cooperatively and industrially 
backward areas. 


spectacular development 

1 he most spectacular development 
ol cooperative processing has been in the 
Sl, gar industry. | n 1961-62 there were 
34 cooperative sugar factories accounting 
for 17.7 per cent of the total production 
of sugarin the country. So far 134 
cooperatives have been sanctioned licen¬ 
ce lor establishing new sugar factories, 
out of which 80 arc in production which 
contribute 42 per cent of the total pro¬ 
duction of sugar. By the end of the 
iiilh live-year Plan period tlie coopera¬ 
tive sugar factories are expected to con¬ 
tribute 65 per cent of the total phhIuc- 
tion of sugar. 

The NC'DC' plays a significant role 
in helping the cooperative sugar facto¬ 
ries to ova conic the initial dillicitllies. 
The corpoiation piovides financial assis¬ 
tance to state governments to enable 
them to participate in the share capital 
ol sugar factories. Jt acts as a liaison 
with centre and slate government agen¬ 
cies and financing institutions and helps 
cooperatives obtain letters of intent. 
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licences, loans, clc. Hie corporalion also 
acls as a financing agency for establish- 
nig sugar by-product industries, such as 
distilleries, etc. 

The NCTK' has also taken a lending 
role in the promotion of ihc cooperative 
rice milling industry to facilitate market¬ 
ing of paddy. Prior to the establishment 
of the NCiX . project reports for the 
setting up of paddy processing units 
were not examined. As a result of which 
a large number of uneconomic units 
were "established in the cooperative sec¬ 
tor. By the end of second Plan period, 
out of 164 cooperative rice mills assis¬ 
ted. only 32 were installed. By the end 
of 1971-72, 790 rice mills were organis¬ 
ed. out of which 6X5 were installed. 

Ollier processing units which have 
been promoted with the linaneial assis¬ 
tance from the N VOC include cotton 
ginning and pressing units (out of 225 
organised. 204 have been installed), oil 
mills ((Hit of 175 organised. 136 have 
been installed), growers’ cotton spinning 
mills (out of 23 organised. 16 have been 
installed), fruit and vegetable processing 
units (out til 3n organised, 2X have been 
installed), dal mills (mu of 40 organised. 
27 have been installed), plantation crops 
tout of 5 () organised. 44 have been ins¬ 
talled), jute baling units (out of 44 orga¬ 
nised. 40 have been installed). 1 he 
N(T)C has also been instrumental in set¬ 
ting up a jute textile mill in the coupe 
i alive sector in Assam 

systematic marketing 

l or systematic marketing ui agiicuj- 
tural produce and distribution of ferti¬ 
lisers and other inputs, adequate storage 
is an essential pre-requisite. A program¬ 
me. for assisting cooperatives to enable 
them to construct godowiy was initiated 
in the Second Plan. The corpoialion ha* 
provided Imancial assistance of lv. 
21.50 cmics lor the construction 
of 24.7X2 ‘ godowns 4.017 at the 

mandi level to be constructed by 
marketing societies and 19.SI5 in 
piimary credit societies. I he picscnl 
storage capacity with the cooperatives 
is 44 lakh tonnes t he cniporalion is 
also implementing a programme to in¬ 
crease the storage capacity bv 10 lakh 
tonnes during the last two sears of the 
fourth Plan period I his programme 
is expected to cost Rs 15 crores. ot 
which about Rs 9.5u ctoics will be pro¬ 
vided by the NCD( in the form of loan 

Hie Nt’DC has initialed promo¬ 
tional measures for the development ol 
cooperative cold storage for potatoes 


fruits, vegetables and similar perishable 
commodities. Jn 1962, there were 15 
cold stores in the cooperative sector with 
a storage capacity of 14,000 tonnes. 
Today 122 cold stores with a capacity of 
2,02.150 tonnes have been organised 
This accounts for approximately 121 
l>er cent of the country's cold storage 
capacity. 

encouraging pace 

T he achievements so far iiave been 
encouraging. But there is no scope for 
complacency. The country is preparing 
for the fifth Plan period, and the co¬ 
operative movement will be an important 
instrument for implementing the? natio¬ 
nal policy of growth with social justice. 
The Prime Minister. Mis Indira Gandhi, 
once said, “In our country, we cannot but 
take note of the fact that wherever an 
agricultural break-through is percepti¬ 
ble whether it is the wheat revolution 
in Punjab or .sugarcane development ir$ 
Maliaraslilia the development has been 
largely facilitated by a vital cooperative 
structure in the area. In several other 
parts of the country, despite the avail¬ 
ability of the known technology the pace 
of agricultural development continues to 
be inhibited, partly because of (lie ab¬ 
sence of a cooperative system which 
could oiler credit, material inputs, mar¬ 
keting and processing services. Thus it 
is in the interest of agricultural and 
cooperative development that, while de¬ 
vising certain transitional arrangements 
in these areas, wr should make a serious 
elforl to create a cooperative infrastruc¬ 
ture as a necessary and long-term ad 
junct to our agricultural economy." 

During the liflli Plan period, mar¬ 
keting cooperatives will be required to 
handle agricultural produce of the value 
uf Rs 1,600 crores, consisting of Rs 600 
crores under foodgrains, Rs 500 crores 
under sugarcane and Rs 500 crores 
under other crops. About 470 new proces¬ 
sing units have to be organised Tile 
cooperatives are expected to create a 
storage capacity ot 85 lakh tonnes 
I hey would also be expected to distri¬ 
bute 65 per cent ol the total consumption 
of fertilisers in the country by the end 
of the liflli Plan period a.s against the 
present level of 60 per cent. Out of the 
targeted consumption of 80 lakh tonnes 
of plant nutrients valued at Rs l.60() 
crores in the country the share for co¬ 
operatives in the distribution of fertili¬ 
sers may come to 52 lakh tonnes valued 
at Rs 1,000 crores. Similarly, coopera- 
lives may handle improved seeds worth 


Rs 100 crores. pesticides and insecti¬ 
cides of the value of Rs 75 crores and 
agricultural machinery and implements 
worth Rs 25 crores. In other words, to 
sustain the green revolution in the coun¬ 
try, cooperatives are expected to handle 
business of inputs of the order of Rs 
1,200 crores. 

Thus the fifth Plan period entrusts 
the NCDC with great responsibility. Be¬ 
sides continuing to finance the nrescnl 
schemes, the coiporalion proposes to 
finance manufacture of tractors and 
other agricultural machinery, aerial 
spraying of pesticides and a number ot 
other projects to help in the balanced 
and all-round development of coopera¬ 
tives. T he corporation will also study 
the problems ol the under-developed 
slates, and initiate special programmes 
for them. It will undertake programmes 
which will reduce the regional imbalan¬ 
ces in the field of cooperative develop¬ 
ment. If its past achievement is any in¬ 
dicator, it may be assumed with reaso 
nablc confidence that the NC.DC will 
be able to meet the requirement of the 
fifth Plan period. 
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Milk co-operatives 

'as an instrument for adult education 



inn 

What happens when 
a village woman in Kaira 
peers at buffalo semen 
through a microscope? 


i In Kaira, batches of women-most of thenrTilliterate - visit the artificial 
I insemination centre every day. They learn the mysteries of conception and birth 
in scientific terms, from the technicians employed by their mifk co-operative. 
.Gan they help relating these facts to themselves? When their technicians 
apeak of the nutrition needs of buffaloes and calves, their thoughts turn to 
.! themselves and their children. 

'A new view of their own life begins to form, and the frontiers ofknowledge widen. 
When true education begins, superstition breaks down. 
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Saving and investment •“ 

in corporate sector 


The rates of corporate taxation in 
India are regarded as higher than those 
prevailing in most developed as well as 
underdeveloped countries of the world. 
The corporate income-tax is an impor¬ 
tant variable which aifects the rate of 
saving and investment or capital forma¬ 
tion of companies. The purpose of this 
article is therefore to examine how far 
corporate taxation has affected the rat¬ 
es of saving and investment of compa¬ 
nies in India. Part f of the article deals 
with a brief theoretical discussion of the 
effects of corporate income lax on cor¬ 
porate savings and investment. Part II 
examines the effect of corporate income 
tax on saving and investment of compa¬ 
nies in India. 

desire to save affected 

As regards the effects of corporate 
income tax on corporate savings, it may 
affect a company’s capacity and desire 
to save. The capacity of corporations to 
save is reduced when their net profits are 
reduced by heavy taxation. Since the in¬ 
come of companies generally comes un¬ 
der high brackets on which the rate of 
taxation is generally high, corporation 
tax is likely to lead to very considerable 
reduction in corporate savings. However, 
in order to know the impact of the cor¬ 
poration income tax on savings, we 
should estimate its effects on dividend 
payments and retained profits or net 
savings of corporations. 1 If the corpo¬ 
rate income lax is paid at the cost of di¬ 
vidend distribution and reduces retained 
profits, it will cut at the root of corporate 
savings. But if the companies virtually 
com pell the shareholders to save by ad¬ 
ding to the reserve funds, there may not 
be any substantial reduction in corporate 
savings. Again, if the rate of tax is low¬ 
er on undistributed profits than on dis¬ 
tributed profits, there may be encourage¬ 
ment for savings. Apart from this if the 
corporations arc able to shift the burden 
of corporate income tax to the consul 
mers in the form of higher prices or to 
others, there may not be reductions in 
corporate profits and savings. 2 

Corporate savings may also be affec¬ 


ted by the desire or incentive to work 
and save of corporations. An empirical 
study in this regard was undertaken by 
Mr. Lewis H. Kimmel and he came to 
the conclusion that higher the tax rate 
the less would be the incentive to work 
and save. 3 But there are economists like 
M.K. Robinson 4 and A.R. Ilcrsic 5 who 
hold that a corporation tax is not likely 
to reduce the incentive to work and save 
of companies; for these companies arc 
usually run by salaried staff and direc¬ 
tors who will not be guided by the same 
motive as private individuals in deter¬ 
mining the amounts to be saved. They 
will be more concerned with the needs 
of the business and the possibilities of 
profitable expansion and may not bo¬ 
ther the high tax rates. Thus we see 
that the adverse effect of the corporate 
income tax on savings is by no means 
uniform, and we cannot make a straight¬ 
forward statement that corporation tax 
adversely affects the volume of corpo¬ 
rate savings. 

income tax and investment 

A corporate income tax may affect 
investment through its effects on ability 
and incentive to invest of corporations. 
The determinants of corporate invest¬ 
ment are mainly those influencing (a) 
the anticipated return and (b) the avai¬ 
lability of funds. However, these are in¬ 
terrelated. For example, the expected 
return depends, to a large extent, on the 
amount of funds that can be secured 
and the price that must be paid for funds 
affects the anticipated return. 6 It should 
be noted that the tax may raise the cost 
and lower the anticipated return even 
before the tax has been paid. A cut 
in returns may restrict the amount of 
funds that can be secured from outsiders 
who arc willing to invest in corporations. 
In fact, the corporate income tax can 
affect investment income in the follow¬ 
ing three ways 7 :- 

fa) It can affect business costs and 
thus reduce the profitability of the 
firm. 

(b) it can reduce the return on invest¬ 


ment that accrues to the share¬ 
holders, and thus drive them away 
from corporate investment. 

(c) It can affect investment by dep¬ 
riving the firms of a large part of 
their working funds. 

The above effects will lead to reduc¬ 
tion in the ability of corporations to 
invest by depriving them of adequate 
funds for the purchase of capital assets. 
The fund for the acquisition of new 
plant and equipment or additional inven¬ 
tories come from three sources; (i) deduc¬ 
tions from gross receipts to cover current 
depreciation and depletion allowances, 
(ii) retained corporate profits, and (iii) 
the sale of securities to outside financial 
investors. Corporate income lax docs 
not affect the first source of funds but it 
does reduce retained profits substantially. 
Moreover, higher corporate income tax¬ 
es also affect the amount of outside capi- 
al which could be obtained through the 
issue of common or preferred stock. The 
return to be earned on these stocks is a 
crucial factor affecting investment deci¬ 
sions. 8 

indirect effect 

The foregoing facts show the direct 
effect of corporate income tax on invesr- 
ments, but Mr Richard Goode has poin¬ 
ted out that there may be an indirect 
effect of such tax on investment. Tn fact, 
the profitability of investment depends 
on the extent of the market for the goods 
to be produced. The demand for invest¬ 
ment goods is derived from that for 
consumer goods. So. taxes that reduce 
consumption also restrict investment by 
narrowing the market. A corporate in¬ 
come tax has the effect of reducing stock 
holders’ consumption and to that extent 
it may further reduce investment. In the 
words of Mr Goode, “The fact that the 
corporation income tax brings about 
some reduction in consumption of stock¬ 
holders means that, in addition to its 
direct effect, the tux is an additional in¬ 
direct induced deterrent to investment.”® 

So far as the effect of corporation tax 
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on incentive to invest is concerned, it is 
said that corporate income tax will re¬ 
duce the incentive of corporations to 
invest specially in risky venture by affect¬ 
ing the anticipated rate of return. But 
the investment decision is a very com¬ 
plicated process often depending on the 
subjective reactions of corporate execu¬ 
tives and stockholders. Moreover, it is 
not the rate of tax alone but various 
other incentive devices which alTect the 
investment decisions. To that extent a 
corporate income tax may not impair the 
incentive to invest. However, an empiri¬ 
cal study can only reveal the true posi¬ 
tion. One such study was carried out in 
the l ISA by MjS J. Keith Butlers and 
John Lintner. This may be called But;- 
tcrs-Lintner study. 10 They took up a 
case study of five small growing enter¬ 
prises which were highly speculative at 
the beginning but subsequently grew 
rapidly. They also interviewed officers; 
of about one hundred companies. 'Their 
study indicates that although the corpo¬ 
rate income tax may not have adverse 
effect on incentive to invest ol new and 
growing enterprises, it docs affect the 
ability of such enterprises 10 invest. 

investment impaired 

Thus it may he said in brief that the 
corporate income tax impairs invest¬ 
ment somewhat, reduces the level of 
retained profits substantially, and low¬ 
ers corporate abilites to acquire capital 
asscst. But only an empirical study is 
capable of testing the accuracy of this 
hypothesis. With regard to the Federal 
Corporate income lax Mr Richard 
Goode came to this conclusion: “If both 
direct and induced effects are taken 
into account, the corporation income 
tax probably restricts private investment 
more in proportion to its net yield than 
any other major Federal tax ” n In this 
conclusion the word ‘probably’ should 
be noted which implies that Mr Goode 
did not like to risk a straight-forward 
statement. 

We have examined above the effects 
of corporate taxes on saving and invest¬ 
ment. The only conclusion that follows 
about the effects of such taxes on saving 
and investment is that they are indeter¬ 
minate. Only an empirical study is 
capable of pronouncing the possible ef¬ 
fects but even such empirical evidences 
are very difficult to obtain and their 
accuracv can generally be questioned. 
Moreover, we should remember that 
the corporate tax rate is not the only 
factor that determines the volume of 


saving and investment in the corporate 
sector. There are various other factors 
which influence the decisions to save and 
invest. For example, corporate savings 
largely depend on the degree of corpo¬ 
rate business and the public policy. The 
decision to invest is a still more complir 
cated problem. For example, the effect 
of corporate income tax on investment 
really depends on the subjective reactions 
of corporate executives and shareholders. 

subjective reactions 

These reactions “arc based on all deg¬ 
rees of ignorance and information, ra¬ 
tionality or irrationality. They are con¬ 
ditioned by the prevailing state of opti¬ 
mism or pessimism, by international 
tensions, and perhaps by political pique 
or gratification”. 12 However, although 
the effects of corporation taxes on sav¬ 
ing and investment are indeterminate, 
still we can analyse the trends which 
savings and investment arc likely to fol¬ 
low as a result of corporate tax change. 
As regards the ellect of corporation tax 
on saving and investment in an under¬ 
developed counliy like India, we may 
derive some theoretical conclusions. 

First, corporation tax reduces the 
ability of corporations to save by cur¬ 
tailing the retained profits but still in 
India, as in other countries, it is not 
likely to impair the incentive to produce 
and save of the corporations: for the 
decision to produce and save hinges on 
the judgement of corporate executives 
who are less likely to be influenced bv 
lax considerations. Moreover, the rate of 
profits earned by corporate enterprises 
will largely influence the volume of sav¬ 
ings. 

Secondly, as regards the effect of cor¬ 
poration tax on investment, this lax is 
not likely to impair investment because 
a vast opportunity of productive invest¬ 


ment still exists in India and the govern¬ 
ment's policy towards private invest¬ 
ment is favourable in a mixed economy 
like India. Moreover, even if the corpo¬ 
rate enterprises Jack suflicicnt savings 
for investment, they are likely to be fed 
by outside funds so long as prospects 
for returns are encouraging. 

Last, the various incentive devices 
interwoven in the corporate tax-struc¬ 
ture are likely to have a welcome effect 
on incentive of corporations to invest. 
However, these are only tentative theo¬ 
retical conclusions and their validity can 
only be tested on the basis of empirical 
studies. 

II 

Effects on Corporate Saving 
and Investment 

In order to examine the effects of 
corporate taxation on corporate savings 
and investments, we shall utilise the stu¬ 
dy of company finances undertaken by 
the Reserve Bank of India. Although 
direct estimates of corporate investment 
are not available, we can take help of 
some other indicators of investment such 
as the rate of capital formation in the 
company sector. The Reserve Bank of 
India study gives us the trends in retain¬ 
ed profits or corporate savings. The stu¬ 
dy relates to the finances of some selec¬ 
ted medium and large non-linancial, non¬ 
government pubic limited companies. 
For the purpose of our study we shall 
start from the second five-year Plan. 
T able l shows the rate of growth of capi¬ 
tal formation during the second five- 
year Plan with regard to the public limi¬ 
ted companies selected by the Reserve 
Bank. 

T able 1 indicates that the rate of 
capital formation in the private indus¬ 
trial sector progressively declined right 
from 1956. Although there was some 


Tabu I 

Rate of Growth of Capital Formation in 11 Plan 

(Per cent per annum) 



1956 

1957 

1958 

1959 1960 1961 

(a) Rate of gross total capital 
formation 

16.8 

14.4 

8.4 

6.1 10.6 10.1 

(b) Rate of net total capital 
formation 

20.0 

16.0 

7.7 

4.5 

Source- The Reserve Bank of India Bulletin. November,1961. The dala for >95649 re- 
latedto 333 public companies; for 1960, 1001 companies and for 1961, 1333 


companies. 
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rise in the rate of gross capital forma¬ 
tion during 1960 and 1%1 ( still the level 
was lower than that obtained in 1957. 
What could be the possible explanation 
of this downward trend in the rate of 
capital formation in the private industri¬ 
al sector? 

In fact, the rate of capital formation 
in the corporate sector depends on the 
profitability rates, the rates of return on 
capital and the volume of retained pro¬ 
fits or corporate savings. These latter 
variables are alfected by the corporate 
income tax and, therefore, in order to 
see the effect of corporate taxation on 
capital formation, we have to see how 
far corporation tax has alfected these 
variables in India. 

Table II shows the protilability rates, 
the rates of return on capital and the 
distribution of profits by public limited 
companies selected by the Reserve Bank. 

Table II shows that during 1957 
and 1958 there was a decline in profita¬ 
bility ratio but the following three years 
witnessed an improvement, lax provi¬ 
sion as a percentage of gross profits re¬ 
vealed deciinim; tendency uplo P>58 and 
there was rise only in l (, ftl but still the 
level reached in )961 was lower than 
that in 195ft. I his was reflected in the 
gross profits as a percentage of total 
capital employed which declined during 
1957 and I95S but the following years 
witnessed an improvement. The same 
trend was visible in profits after tax as 
percentage of net worth. On the other 
hand, dividends as a percentage of gross 
prolits showed a rising trend except in 
the year !%| when there was a slight 
fall hut still the level icachcd in 1961 
was highei than that in 195ft. Again, 
prolits retained as percentage of gross 
profits declined upto the year 1958 and 
showed improvement in 1959 and I960. 
It again fell in 19ftI but the level in that 
year was still higher than that in 195ft. 

dividends increased 

It will be seen here that in spile of 
decline in amount with regard to tax 
provision as a percentage of gross profits 
of the companies, dividends have not 
only been maintained but progressively 
increased. 'This has resulted in the dec¬ 
line in the retained profits or corporate 
savings. Thus there occurred a decline 
in corporate savings during the second 
Plan period but this was not due to cor¬ 
porate taxes, rather dividends policy of 
the enterprises was responsible for it. 


Thus declining tendency in the rate of 
capital formation as referred to above in 
the private industrial sector was not a 
result of adverse effect produced by cor¬ 
porate income tax but rather it was the 
result of the increasing dividends of en¬ 
terprises. The corporate income tax did 
not produce any adverse effect on the 
rate of capital formation or corporate 
investment during the second Plan pe¬ 
riod and as the enterprises increased 
their dividends, the marginal induce¬ 
ment to invest may not be said to have 
been adversely affected by corporate taxa¬ 
tion. Profitability rates and the rates of 
leturn on capital may not be said to 
have behaved in a manner which could 
be detrimental to the growth of capital 
formation. The increasing dividends po¬ 
licy has. therefore, been the main distur¬ 
bing dement in this regard. 

Table 111 shows the position during 
the third five year Plan with regard to 
the public limited companies selected by 
the Reserve Bank. 

fable III indicates that there has 
been general decline in the rate of capi¬ 
tal formation during the thiul five 



year Plan except in the year 1965-66 
when there was some improvement. But 
si ill the level reached in 1965-66 was 
lower than that in 1961-62. However, 
the corporate taxation was not respon¬ 
sible for this trend. Some factors other 
than taxation accounted for a slacken¬ 
ing of efforts in the corporate sector. 
The Reserve Bank study has maintained 
that there was a general slackening of 
economic activity and consequent un¬ 
der-utilization of industrial capacity 
which was reflected in the slow-down 
in the rate of growth in industrial pro¬ 
duction during the year 19ft5-ft6. The 
recessionary tendency in Indian indus¬ 
tries coupled with Indo-Pakistan con¬ 
flict of September 1965 further worsen¬ 
ed the industrial climate. Ali these fac- 
tros reflected in the lowering of the rate 
of capital formation. During the Third 
Plan period the profitability ratio beha¬ 
ved as shown in Table IV. 

fable IV indicates that the gross 
profits as percentage of capital employed 
showed a rising trend uplo 1963-64 but 
there was marked decline in subsequent 
two years. The profits after tax as per¬ 
centage of net worth showed a geneiul 


Tabli. II 

Profitability Rates and Distribution of Profits in Public Limited Companies 



1956 

1957 

1958 

1959 

I960 

196 J 

(a) Gross profit as % of total 
capital employed 

(b) Tax provision as of profits 

9.6 

7.5 

8.0 

9.8 

10.1 

10.0 

before tax 

(c) Dividends as \ of profits 

45 

48 

46 

37 

38 

43 

before tax 

33 

40 

39 

40 

39 

37 

(d) Profits retained as % of pro¬ 
fits before tax 

(e) Profits after tax as of net 

23 

13 

15 

24 

24 

21 

worth 

8.8 

6.5 

7.1 

10.5 

11.5 

11.0 


Source: The Reserve Bank of India Bulletin, November, 1961. 

Tabli. Ill 

Gross and Net Capital Formation During 111 Plan 

(Per cent per annum) 

1961-62 1962-63 1963-64 1964-65 1965-66 


(a) Rate of gross capital for- 


mation 

9.5 

8.2 

8.2 

7.8 

9.2 

(b) Rate of net capital for¬ 
mation 

10.5 

9.3 

9.6 

9.3 

9.9 


Source: Reserve Bank of India Bulletin, December, 1967. The data relate to 1333 me¬ 
dium and large non-government, non-financial public limited companies. 
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decline but the decline was very sharp 
in 1965-66. This trend in profitability 
ratios was caused not by high rate of 
corporate taxes but by the general dec¬ 
line in industrial activity due to factors 
mentioned above. Dividends as percen¬ 
tage of net worth could not be said to 
have declined very sharply. The picture 
with regard to profits after tax as per¬ 
centage of net worth and devidends as 
percentage of net worth could have 
certainly improved but for depressing 
performance of certain industries such 
as cotton textiles, woollen textiles, iron 
and steel and edible oils. It is found 
that the tax provision as percentage of 
profits before tax showed a marked rise 
during the Third Plan due to upward 
revision of taxes in the Finance Act of 
1962 and due to falling rate of gross 
profits. 

no significant influence 

Had the tempo of economic acti¬ 
vity been progressively accelerated and 
productive capacity fully utilized, the 
rate of growth of gross profits could 
have increased substantially and in 
spite of the rise in the rate of corporate 
taxation, tax provisions as percentage 
of gross profits would have tended to 
fall. And so long as the rate of capital 
formation or investment depends large¬ 
ly on the rate of return, the rates of cor¬ 
porate taxes in India do not seem to 
have influenced significantly the rate of 
investment during the third Plan. Gross 
profits of companies were also dissipa¬ 
ted by rise in the interest charges in the 
period under consideration. During the 
third Plan although there seems to be 
decline in retained profits of companies, 
this was not largely due to high rales of 
corporate taxes but due to dividends 
policy of companies. Although the tax 
provision as percentage of profits before 
tax rose significantly, the decline in di¬ 
vidends as percentage of profits before 
tax was not so significant. This told 
upon the amount of profits to be re¬ 
tained by companies or corporate sav¬ 
ings. Thus we see that the rates of 
corporate income tax do not seem to 
have adversely affected corporate sav¬ 
ings and investments in India during 
the third Plan period. 

i 

Table V shows the rate of capital 
formation from 1966-67 to 1970-71 wfth 
regard to the public limited companies 
selected by the Reserve Bank. 

i 

This table indicates that the rates of 
gross and net capital formation in Indian 
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industries during the year 1966-67 were 
higher as compared to the year 1965-66. 
But thereafter there was a gradual dec¬ 
line in these rates upon the year 1968- 
69. In the year 1969-70 and 1970-71 


POINTS OF VIEW 

we notice a revival in the rates of gross 
and net capital formation. However, the 
level reached in 1970-71 were still lower 
than that in the year 1966-67. Thus 
the rate of capital formation may not 


Table IV 

Profitability Ratio in III Plan 



1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

(a) Gross profit as % of ca¬ 
pital employed 

10.1 

10.2 

10.7 

10.4 

9.9 

(b) Profits after tax as *Y of 

net worth 

10.0 

8.7 

9.5 

9.3 

8.7 

(c) Dividends as of net 

worth 

6.4 

5.8 

5.8 

5.7 

5.6 

(d) lax provision as % of 

profits before tax 

43.7 

52.3 

51.0 

50.5 

51.5 

(e) Dividends as of profits 

before tax 

35.8 

31.6 

30.0 

30.4 

31.4 

(f) Profits retained as % of 
profits before tax 

20.5 

16.1 

19.0 

19.0 

17.6 


Source: Reserve Bank of India Bulletin, December, 1967. 


Tabu V 

Gross and Net Capital Formation During 1966-67 to 1970-71 

(Per cent per annum) 



1966-67 

1967-68 

J 968-69 

1969-70 

1970-71 

(a) Rate of gross capital for¬ 
mation 

11.0 

9.2 

6.0 

7.4 

8.7 

(b) Rate of net capital forma¬ 
tion 

10.4 

8.1 

3.9 

5.5 

7.3 


Source: Reserve Bank of India Bulletin, September 1972. The Reserve Bank 
selected 1501 medium and large non-financial. non-government public 
limited companies. 


Tabi i VI 

Profitability Ratio During 1966-67 to 1970-71 



1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

(a) Gross profits us ol ca¬ 

pital employed 

9.8 

8.6 

8.5 

9.6 

10.4 

(b) Tax provision as % of pro¬ 
fits before tax 

47.8 

49.4 

49.5 

43.7 

45.9 

(c) Dividends as "/ a of pro¬ 
fits before tax 

31.3 

36.1 

36.8 

32.2 

30.8 

(d) Profits retained as % of 
profits before tax 

20.9 

14.5 

13.7 

24.2 

23.3 

(c) Profits retained as % of 
profits after tax 

40.1 

28.6 

27.1 

42.9 

43.2 


Source: Reserve Bank of India Bulletin, September, 1972. 
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be said to be satisfactory during the 
period under review. The explanation 
of this trend in the rate of capital for¬ 
mation is furnished by Table VI (p.585). 

Gross profits as percentage of capi¬ 
tal employed gradually declined from 
l%h-67 to I%8-h 4 ). lax provision as 
percentage of prolils before lax rose du¬ 
ring the same period i.e.. I%ft-h7 to 
l%8-h 4 L But die dividends as percen¬ 
tage of profits before tax also rose from 
IW)6-(j7 to l%8-f> 4 >. I his wits in spite 
of the fact that tax provision was rising 
and gross pmlil.s as percentage of capital 
employed were falling. Thus the gra¬ 
dual fall in the rate of capital formation 
from ) 4 Rd>-b7 hi l%8-6 4 > was due to 
falling rate of profits and irrational di¬ 
vidend poliev of the companies and not 
due to rising corporate lav provisions, 
l or the same reason the profits retained 
as percentage of profits both before and 
after lax declined from l%(>-67 to 
IWiX-h 4 ) Had the companies adopted 
a proper dividend policy and gross pro¬ 
fits shown a giadual rise, the rate of 
capital formation and retained profits 
would not have shown declining ten¬ 
dency. It is clear that when the gross 
profits as percentage of capital em¬ 
ployed rose in IW>-7() and 1^70-71 and 
dividends as percentage of profits before 
lax fell duiing these years, there was 
improvement in the rale of gioss and net 
capital formation as well as in profits 
retained as percentage of profits both 
before and alter tax. lax provision as 
percent igc of profits hofoic lax was 
lower during these two years. I hus we 
come lo-coiiclusion that corporate taxes 
do not appear to have a Heeled adverse¬ 
ly the late of capital formation or in¬ 
vestment and savings in Indian indus¬ 
tries in recent years. I he same conclu¬ 
sion is true for second and third 
Plan periods. 
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Our Parliamentary Correepondant 

New Delhi, Monday. 

PRESS GALLERY 



Since we reported last, the two Houses 
of Parliament have had their say on the 
1973-74 railway budget. Although the 
debates in the two Houses followed more 
or less the same pattern as such discus¬ 
sions have followed in the recent past, 
the attack on the budget this time was 
sharper and several Congress members 
joined in assailing it, particularly on 
account of the further cost-push inflation 
it is expected to inject into the economy 
through stepping up the goods freight 
rates for the third year in succession. The 
proposed increases in third class passen¬ 
ger fares, though modest, were also sever- 
ly criticised. It was argued that instead 
of burdening the users of railways year 
after year, concerted attempts ought to 
be made for checking ticketless travel, 
pilferage of railway property and consign¬ 
ments, as well as rampant corruption. 
Some members even went to the extent 
of pleading for the constitution of a 
parliamentary committee to go into the 
working of railways. 

scathing criticism 

The budgeting procedures of railways 
were scathingly criticised by some mem¬ 
bers. They cited the remarks of the 
Public Accounts Committee and the 
Railway Convention Committee in this 
regard. The usual demand for the dis¬ 
banding of the Railway Board figured 
prominently in the two debates; so 
also the pleas for withdrawing the facility 
of saloons for railway officials. 

A good deal of criticism was voiced 
over the growing shortage of wagons. 
Several members pleaded for the conver¬ 
sion of the entire railwa; network in the 
country into a broad g. uge one so that 
transport bottlenecks anu the problem of 
transhipment from one gauge to another 
could be straightened out. Many mem¬ 
bers clamoured for the extension of rail¬ 
way lines in their states. 

The growing incidence of crime on 
railways was referred to by several mem¬ 
bers. It was stressed that if crime 
remained unchecked, the public would 
lose faith in the railways as carriers of 
goods and mode of public transport. The 
growth in competition to railways from 


roads was pertinently referred to in this 
regard. 

In the interest of providing greater 
amenities to third class passengers as 
well as for augmenting the passenger 
carrying capacity of railways, it was 
suggested that the air-conditioned and 
first class travel should be done away 
with. The need for workers being pro¬ 
vided a share in the management of 
railways was stressed by some members. 
The low-paid railway staff found several 
members championing their cause. The 
late running of trains and the reservation 
system were sharply criticised. 

Some members suggested that the 
waste land belonging to railways should 
be allotted to the landless persons among 
railway employees so that agricultural 
output in the country could be increased. 
A woman member of the Lok Sabha, 
Mrs Sahodara Bai, suggested the intro¬ 
duction of women specials. 

Intervening in the debate in the Rajya 
Sabha, the Deputy Minister for Railways, 
Mr Mohammed Shafi Qureshi, claimed 
that the transport requirements in respect 
of essential commodities were being 
fully or largely met and with advance 
planning for wagons underway, there 
should be no difficulty in meeting the 
needs of the future. Some difficulty, he 
however, conceded, was there in arrang¬ 
ing adequate supplies of wagons for 
cement and coal for brick kilns. 

Miabhoy recommendations 

Mr Qureshi announced that the govern¬ 
ment had decided to accept most of the 
recommendations of the Miabhoy Tribu¬ 
nal; orders were being issued immediately 
for upgrading the posts of drivers and 
guards and revising the pay scales of 
keymen and gangmates. The recommen¬ 
dations regarding the employment of 
casual labour in railways was being 
considered. 

For meeting the law and order situation 
in trains and for checking thefts and pilfe¬ 
rage, the Deputy Minister of Railways 
disclosed that a series of meetings had 
been planned with state Home Ministers. 


The steps initiated in the recent past for 
checking ticketlcss travel, Mr Qureshi 
pointed out, had started yielding results. 
The window sales of tickets and passenger 
earnings, he said, had gone up signifi¬ 
cantly as a result of these measures. 

In his replies to the two debates, the 
Railway Minister, Mr L. N. Mishra, 
stoutly defended his budget proposals 
and yielded only a little ground. In defe¬ 
rence to the wishes of members, he 
extended the exemption limit from the 
increase in third class passenger fares 
(for both ordinary and express/mail trains) 
from distance upto 15 kms (proposed 
while presenting the budget) to 20 kms. 
He also withdrew the increases proposed 
by him in. freight rates relating to fire¬ 
wood, charcoal, gur, shakkar and jaggery. 
These concessions are expected to raise 
the gap in railway finances from Rs 8.65 
crorcs to Rs 9.80 crorcs. 

special trains 

Mr Mishra made several other 
announcements. These included : (i) in¬ 
creasing the number of special trains run 
on priority basis for transporting seasonal 
commodities; (ii) introducing of a super 
fast parcel train between Howrah and 
Delhi in the first instance, to be followed 
by such trains on the other trunk routes 
if the Howrah-Dclhi experiment proved 
a success; and (iii) changing of the crite¬ 
rion for laying new lines. The running of 
super fast parcel trains, he hoped, would 
not only result in speeding up the move¬ 
ment of parcel traffic but also augment 
the third class passenger carrying capacity 
on mail and express trains. The depar¬ 
ture from the “outmoded fixed norms of 
economic viability” for laying new lines, 
he said, would help in opening up the 
backward areas in the country. 

Further detailing the measures set in 
motion to relieve congestion on railways, 
Mr Mishra disclosed the plans of his 
ministry to extend the use of first class 
chair cars for accommodating 48/60 pas¬ 
sengers meant for medium and short dis¬ 
tances. Similarly, he added, it was 
proposed to replace the first class coaches 
for long-distance passengers by 48-bcrth 
two-tier air-conditioned sleeper coaches. 
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As an experimental measure, broad- 
gauge double-decker third class coaches 
to seat 136 passengers would be introduc¬ 
ed for inter-city travel over medium 
distances. He reiterated government's 
intention to progressively abolish the 
second class and convert these coaches 
into third class. The punctuality of trains, 
he asserted, had improved vastly, parti¬ 
cularly on the north-cast, eastern and 
southern sectors. The performance of 
selected mail and express trains, he dis¬ 
closed, was being watched by the Railway 
Board. 

Mr Mishra also dwelt on the extension 
of railway network in the country and 
how various sections on which difficulties 
were experienced were being double- 
tracked, converted from metre gauge to 
broad gauge and extended, lie particularly 
referred in this connection to the pro¬ 
jects taken up or being considered for 
north-cast India and Gujarat, Goa and 
Mysore areas. 

Winding up the Lok Subha debate on 
the President’s address to the joint session 
of the two Houses earlier, the Prime 
Minister, Mrs Indira Gandhi, did not 
significantly reiterate her stand that a 
solution to the Andhra crisis had to be 
found within an integrated state and 
instead assured the House that “all aspects 
of the problem will be given due consi¬ 
deration". She, however, stressed that a 
decision had to be taken in a calm 
atmosphere. 

opposition assailed 

The Prime Minister assailed the opposi¬ 
tion for belittling the achievements of the 
people and weakening their will. She 
wanted the opposition to make its appro¬ 
ach to the country’s problems construc¬ 
tive. 

Mrs Gandhi did not try to minimise 
the economic hardships facing the people. 
But she pleaded with the House to view 
the current difficulties in a proper pers¬ 
pective. She recalled that she had told 
Parliament and the nation that the 
Bangladesh crisis, which interrupted the 
country’s development efforts, would 
mean that India would have to pay a 
heavy price. They had expected great 
hardships on every front. But what they 
had not anticipated then was the abnor¬ 
mal drought which had further aggravated 
the country’s problems. 

A number of suggestions for improving 
the export performance of the country 
emerged from a debate in the Rajya 
Sabha on a non-official resolution moved 
by Mr M. K. Mohta (Swt.) for the cons¬ 
titution of an experts committee to review 
the different aspects of the government’s 


export policy. Mr Mohta had called 
for the constitution of such a committee 
in view of the fact that our share in the 
world export trade had dropped from 
1.4 per cent in 1955 to 0.6 per cent in 
1970. The participants in this debate 
urged a more dynamic approach by the 
Commerce Ministry towards promotion 
of exports. They called for the stream¬ 
lining of the State Trading Corporation 
and other public sector trading organisa¬ 
tions. The need for ensuring that export 
incentives were not abused was under¬ 
lined by some members. Several members 
suggested that the policy of nationalisa¬ 
tion should be more precisely defined so 
that uncertainties were removed and 
production not hampered. Export pro¬ 
motion, it was emphasised, should be 
seen as a part of the larger effort of 
stepping up production. 

widening gap 

Mr Mohta, however, was critical of the 
proliferation of public sector agencies in 
the field of foreign trade. He stressed the 
need of fully utilising the services of the 
private enterprises for pushing up 
exports. A former Minister of Foreign 
Trade, Mr Manubhai Shah, expressed the 
view that the fall in our share in world 
export trade was the result of the widen¬ 
ing gap between the rich and the poor 
countries. He suggested that in consi¬ 
dering the export performance, the growth 
factor in the national economy should be 
looked into from all angles. Unlike Mr 
Mohta, Mr Manubhai Shah commended 
the policy of canalisation and the pro¬ 
motional work done by the STC and 
other public sector agencies. 

The union cabinet has decided to 
raise the strength of the Lok Sabha from 
524 to 547. A bill to amend Article 81 
of the Constitution is proposed to be 
moved in Parliament during the current 
session to give effect to this decision. Of 
the 547 scats, 525 will be filled through 
election from the states and 20 from the 
union territories. Two seats will be filled 
by nomination of Anglo-Indian members. 
At present, the number of scats filled by 
direct election from the states is 500, 

This decision has been taken in view of 
the increase in population. It, however, 
does not fully conform to the recommen¬ 
dation of the former Chief Election 
Commissioner, Mr S. P. Sen-Vcrma, who 
had suggested that the strength of 
the Lower House should be raised 
to 570. One important consideration 
which is said to have weighed with 
the union cabinet in not accepting Mr 
Sen-Verma’s recommendation is that in 
case it had been adopted, it would have 
necessitated increase in the strength of 
Lok Sabha after every census This 


would have created complications in the 
future. While as a result of the increase 
in the membership of the Lower House, 
some states will have one or two •addi¬ 
tional seats, the quota of no state ha 9 
been reduced. This presumably has been 
done in deference to the strong represen¬ 
tations made by several state govern¬ 
ments to the effect that their quotas 
should not be reduced. 

The following information was provided 
by the various ministers in the two 
Houses of Parliament since we reported 
last : 

(1) State governments are being asked 
to invoke the Essential Commodities Act 
to ensure an even distribution of bus and 
truck lyres which are in short supply to 
the extent of about 50,000 numbers, as a 
result of the adverse effect of power 
shortage on the tyre manufacturing units. 
The government proposes to import 
5,000 tyres from Sri Lanka. More im¬ 
ports would be considered if the tyre 
companies are not able to augment their 
production. The establishment of a 
production capacity of 13 million tyres 
by 1978-79 has been approved. The re¬ 
quirements in that year are estimated 
around 14 million tyres. 

no takeover of Tata 

(2) The government has no plan at the 
moment to take over Tata Iron and Steel 
Company. It will, however, take into 
account its policy of curbing growth of 
monopoly houses at the time of arranging 
finance for the expansion of this under¬ 
taking which is presently under considera¬ 
tion. The government has approved the 
preparation of a feasibility study of the 
Nippon Steel of Japan to determine how 
to increase the capacity of TISCO from 
its existing level of two million tonnes of 
ingots steel per annum to four million ton¬ 
nes or more and achieve this most econo¬ 
mically and expeditiously. A seven-mem¬ 
ber committee, headed by the chairman of 
Hindustan Steel, has been set up to super¬ 
vise the feasibility study. TISCO has 
been allowed collaboration from a foreign 
firm because the consultants in India—the 
Central Engineering and Design Bureau 
and Dastur and Co.—have enough work 
at their hand at the moment. 

(3) Most of the raw materials require¬ 
ments of the aircraft industry are at 
present imported, but concerted efforts 
are being made to develop indigenous 
sources of supply for as many items as 
possible. These include aluminium, 
magnesium, copper and nickel alloys, 
titanium alloys, special steels, rare metals, 
non-metallic materials such as acrylic 
sheets, glass cloth, rubber items and 
various other requirements such as resins. 
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paints, varnishes and adhesives. Indi¬ 
genous sources have already been deve¬ 
loped for a part of the requirements of 
alurriinium alloys, copper alloys and 
magnesium alloys, the latter based on 
imported virgin metal. A part of the 
requirements of non-metallic items like 
glass cloth is also being met from indi¬ 
genous sources. The government has 
recently decided to set up a plant for the 
manufacture of super alloys and special 
metals required for the aeronautics indus¬ 
try. Hindustan Aeronautics has set up a 
central imports substitution cell to accele¬ 
rate the pace of import substitution. 

(4) The payment of full wages to wor¬ 
kers in all the establishments during the 
whole period of lay-olf due to power 
shortages is being considered by the 
government. 

(5) The progress made by the lead 
banks scheme, launched by the nationa¬ 
lised banks three years ago, has been 
slow. So far banks have identified only 
the centres of growth through impassion- 
istic surveys. Some schemes have been 
formulated for fostering the development 
of the districts surveyed. 

(6) About S 300/400 million are expec¬ 
ted to be available from the International 
Development Association and nearly $ 60 
million from the World Bank during 
1972-73. 

Kandla Port performance 

(7) It is proposed to set up a high 
level steering board to review the export 
performance of the Kandla free trade 
zone. 

(8) The government has no proposal 
at present to nationalise jute mills in any 
state. It is envisaged that over a period 
of years, the Jute Corporation of India 
would take over the entire trade in raw 
jute. 

(9) There is also no proposal under 
the consideration of the government to 
take over trade in tea. 

(10) Wc are expected to reach near 
self-sufficiency in steel production in two 
or three years with the commissioning of 


the Bokaro* steel plant and the other 
existing plants attaining production to 
about 90 per cent of their rated capacities. 

(11) The union government is likely to 
introduce from April l a cess on exports 
of semi-finished leather. It is hoped that 
this ccss would act as a disincentive to the 
exports of this item, the shortages of 
which have resulted in considerable hard¬ 
ship to makers of footwear. 

(12) A new factory is to be set up at 
Rai Bareily during the fifth five-year Plan 
to step up production of telephone equip¬ 
ment. Another factory for the manufac¬ 
ture of underground cables is under cons¬ 
truction at Hyderabad and a new unit 
for the assembly of telephone instrument 
at Naini. To tide over the present diffi¬ 
culties, the Department of Communica¬ 
tions proposes to import 35,125 lines of 
telephone exchange equipment so that the 
gap between the availability of and 
demand for this equipment can be 
bridged. 

scooter factory 

(13) A factory for the manufacture of 
scooters with a capacity of one lakh units 
per annum is being set up in the joint 
sector. The government has a majority 
holding in this venture. An additional 
capacity for producing 72,000 scooters a 
year has been licensed. Further, letters 
of intent have been issued for the manu¬ 
facture of 5,46,000 scooters. 

(14) A final decision on the public 
sector small car project would be taken 
after a study of the relative costs and 
benefits to the economy of public trans¬ 
port and passenger cars. The Planning 
Commistion is currently examining the 
question. An application from the manu¬ 
facturers of Premier President to raise 
their production capacity from 14,000 
cars to 18,000 cars per annum is under 
the consideration of the government. 

(15) The Central Board of Trustees of 
the Employees’ Provident Fund, at its 
meeting held last month in Bombay, 
recommended to the government that 
interest on provident fund deposits should 
be raised for 1973-74 to six per cent. The 


matter is being considered by the 
government. 

(16) The government proposes to 
bring the entire sale of fertilisers under 
public distribution agencies to regulate 
the prices of this agricultural input. It is 
proposed to import “a very large quantity 
of fertilisers this year to narrow down the 
gap between demand and supply.” 

(17) According to revised estimates, 
Air India’s loss in 1972-73 is likely to be 
of the order of Rs 2.92 crorcs. The net 
loss in 1971-72 was Rs 1.66 crores. 

ITC hotels 

(18) The government has approved in 
principle the proposal of India Tobacco 
Company to set up three hotels, subject 
to the proposal being cleared under the 
Monopolies and Restrictive Trade Prac¬ 
tices Act. The hotels are proposed to be 
put up in Delhi, Agra and Madras. The 
scheme is expected to dilute the foreign 
holding in the company from 75 to 60 
per cent. 

(19) The government would try to 
be “fair and just” in the matter of com¬ 
pensation to the former owners of non¬ 
coking coal mines when the nationalisa¬ 
tion of these mines is effected. All liabi¬ 
lities of the former owners, however, have 
to be met out of the compensation money 
payable to them. 

(20) A group of officials is reviewing 
the product-mix of the expansion scheme 
of the alloy steel plant at Durgapur. The 
review would be completed by the end of 
April and the government would take a 
decision on the character of expansion of 
this plant as soon as possible thereafter. 
The group has been asked to examine the 
question of expansion “de novo” and 
consider the product-mix whether it is 
production of stainless steel or alloy 
steel, taking into account the latest tech¬ 
nological process. 

(21) A letter of intent has been issued 
to M/s Insov Auto Ltd, for the manufac¬ 
ture of light commercial vehicles to a 
capacity of 12,000 numbers per annum in 
collaboration with Soviet Union. 


EASTERN ECONOMIST 


589 


MARCH 16, 1973 



A visit to South America-II*SS? 


I 

ECUADOR 

PaksidI'.n'i iai, Ei nc i ions due on 
June 4, 1972. were cancelled in Febru¬ 
ary after President Jose Maria Valcsco 
Ibarra had been replaced by a military 
government. A three-man junta took 
control. Within a week the naval and 
air force- representatives had resigned. 
Since then the army under General Rod¬ 
riguez has consolidated its position al¬ 
though reservations expressed by the 
navy, and resistance within the army 
itself, have led to suggestions that there 
may be a return to the formula of 1966, 
when a three-year-old collegial military 
government was peacefully replaced bv 
a civilian government. 

I he government has announced a 
live-year development plan, which stres¬ 


ses the need for social improvements as 
a result of a lapid urbanisation which, 
for example, in Guayaquil has resulted 
. in half the population consisting of 

1 squatters' communities. Agriculture, 

which provides employment for over 50 
per cent of the working force and ac¬ 
counts for over 90 per cent of exports, 
will also receive priority, and moderate 
measures of agiarian reform are to be 
undertaken. In June, oil began to flow 
through the irans-Andean pipeline and 
expectations are high that revenues ob- 
? tained from oil will transform the gov- 
I eminent's budget situation and provide 
. a major source ol exports. In Septem- 
\ ber, 1972, S 10.6 million of crude oil 
was exported compared with a total of 
under $ 1 million for the whole of 1971. 

t 

\ It is clear that the economy is conti¬ 
nuing to grow strongly. Although Ecua- 
' dor's traditional products, bananas and 


coffee, provided much of this impetus 
owing to good harvests and strong world 
demand, a major factor has been the 
rapid growth in investment. Capital 
spending devoted to developing oil re¬ 
sources has expanded quickly since 
1970 and nearly S 80 million was expec¬ 
ted to be committed to this sector in 
1972. In addition, manufacturing in 
dustry has in recent years proved to be 
a major expansionary sector. A shortage 
of electric pow'er has handicapped in¬ 
dustrial development. In 1971. an 1DB 
loan of S27.7 million was granted towards 
financing an integrated national grid 
system, while currently the government 
envisages allotting 4.500 million sucres 
0)0 sucres - 1£) over the next live years 
towards expanding electricity output by 
12 per cent a year. 

i r “* 

It is. however, in the petroleum sec¬ 
tor that growth is expected to be specta¬ 


cular-- over 5 per cent a year. Some 
7,000 million sucres of private and pub¬ 
lic investment are expected to be com¬ 
mitted over the next five years to turn 
the country into one of Latin America's 
largest oil exporters. Since 1967, when 
oil was discovered, events have moved 
last, culminating in the opening of the 
31K mile long pipeline across the Andes 
to the Pacific Ocean terminal at RaJuo. 
Considerable attention has been paid to 
developments and at least 16 major oil 
campanies or consortia are exploring 
concessions in the Oriente region. In 
1971, however. President Valcsco passed 
a law stating that all oil reserves belong¬ 
ed to Ecuador and setting up a stale oil 
company (EEDE) with which all new 
concessionaires must be associated, 
while new contracts had the exploration 
period cut from five to four years and 
the exploitation from 30 to 20 years. 
Since the government came into* office 


these regulations have been applied to 
all companies with a proviso that once 
exploration is completed oil companies 
must return to the government 60 per 
cent of the concession area. In calculat¬ 
ing the revenue available from the oil, 
a reference price of crude oil has been 
fixed which gave the government a 75 
per cent share of profits, rising to 80 
per cent this year. Although over the 
next year there remains the problem of 
renegotiating the contracts with the oil 
companies, the longer-term benefits are 
undeniable. Government revenues have 
been tentatively estimated at $370,000 
a day from oil exports of 250,OCX) barrels 
daily and $ 590.000 a day when exports 
reach 400,000 barrels. By 1976 it is es¬ 
timated that oil exports could be worth 
$ 250 million a year and that the gov¬ 
ernment might receive $ 100 million in 
icvenue. In developing its oil resources 
Ecuador is planning to establish its own 
refinery, while part of the oil exports 
will be carried by the tanker Heel that 
is being considered in conjunction with 
a Japanese firm. 

import regulations 

Exports arc currently heavily depen¬ 
dent on three commodities, bananas, 
coffee and cocoa. Although the last few 
years have witnessed a rapid growth in 
banana exports t Ecuador is the world's 
largest exporter), competition from Tai¬ 
wan and the Philippines is increasing for 
the Japanese market, which lakes well 
over 40 per cent of Ecuador's output 
and which has been growing rapidly in 
recent years. I o some extent the growth 
of fish and sugar exports has improved 
prospects though, of course, the deve¬ 
lopment of oil exports should transform 
the pietme. 'trade between the Andean 
countries is comparatively important for 
Ecuador. Exports to the other members 
representing over six per cent of total 
exports, and Ecuador's share of total 
iilira-regional trade is about 13 per cent. 
At the end of August last, total reserves 
stood at $ 105 million, a rise of 
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Exports Imports Balance 


1969 183 262 —79 

1970 218 247 —29 

1971 238 303 —65 
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$49 million compared with a year ear¬ 
lier. 


Permits are required for almost all 
imports whose value exceeds $100. 
These are issued freely for permitted im¬ 
ports subject to the prior deposit require¬ 
ments, which must cover the full amount 
of the import duty plus a percentage 
ranging from 10 to 130 per cent of the 
c.i.f. value of the goods. Foreign ex¬ 
change for merchandise trade is bought 
at the official market rate: the free mar¬ 
ket rate applies for all other transactions. 
Irrevocable letters of credit and advance 
payments are not permitted. There are 
no difficulties with payments for exports 
to Ecuador. 

II 

PERU 

Economic recovery in 1972 vuis 
hampered by dislocations to fishmeal, 
which reduced exports considerably and' 
affected government revenues. Early in 
1972, an improvement in earnings from 
exports indicated that the economy wa> 
recovering from the situation in 1971. 
when unfavourable trends in the fishing 
and mining sectors reduced the real rate 
of economic growth to six per cent com¬ 
pared with 7.5 per cent achieved in 
1970. Since 1968, the country has been 
ruled by a government which has been 
described as “revolutionary and nationa¬ 
listic”. Economic development has been 
encouraged by a high rate of public in¬ 
vestment while major agrarian and in¬ 
dustrial reforms have been undertaken. 
Although there were indications in 1972 
of labour troubles in sugar co operatives 
in northern Peru, land reform is accele¬ 
rating. 

During the 1960s industry grew to 
be the predominant sector, in 1971 a 
state-owned finance and development 
company, COETDE, was set up as hold¬ 
ing company for publicly owned enter¬ 
prises. COFiDE. with an authorised 
capital of $387 million, has begun fin¬ 
ancing operations. A state iron and steel 
company, Siderperu, was established for 
the government’s investments in the steel 
sector. The first project, commissioned 
in December, 1971, was a $70 million 
steel-sheet rolling mill at Chimbote with 
an annual capacity of 150,000 tons,— 
which will work alongside the Cliimbole 
steel plant. Steel production during 1971 
at the Chimbote plant totalled 144,300 
tons, compared with 69,000 tons in 1970 
(when production was affected by the 
earthquake on May 31). It was expected 
that in 1972 steel production would sup¬ 
ply 60 per cent of domestic requirements 
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enabling a continued expansion in the 
motor industry, where production at 
10,500 units in the first six months of 
1972 was 50 per cent higher than in the 
same period a year earlier. Under the 
National Development Plan for 1971-75* 
a 12.4 per cent annual increase in indus¬ 
trial development is expected, although 
the rate achieved for industrial produc¬ 
tion in 1971 was nine per cent and the 
rate expected for 1972 was 11.8 per cent. 
The Plan envisages that government in¬ 
vestment should expand by 32 per cent a 
year faster than the 25 per cent increase 
recorded in 1971, when spending was 
trimmed because of a mounting budget 
deficit. Private investment by compari¬ 
son is planned to grow by 10 per cent 
and in fact increased by only eight per 
cent in 1971. 

In addition to Peru's tiuditional mi¬ 
neral sectors of copper, silver, lead and 
iron ore. there is great confidence in 
the future for petroleum. Following the 
discovery of oil in Ecuador and Colom¬ 
bia. exploration has been undertaken in 
Peru. Petroperu. the state oil company, 
has signed contracts with eight foreign oil 
companies for exploration and exploi¬ 
tation over a 35-year period, with all 
expenses paid by the foreign company 
but production to be shared at least 
50-50 with Petroperu. It is hoped that 
by 1975. Peru will be a net exporter of 
petroleum (imports in 1971 were valued 
at $35 million), but before that can 
happen one or more pipelines must be 
built across the Andes. Petroperu has 
recently been authorised to call for fea¬ 
sibility studies of the proposed S 350 
million pipeline, 

fishing stopped 

Since the middle of 1972 fishing for 
anchoveta has stopped. Why is not clear 
but it seems that the lack of fish is the 
result of a poor spawning season follow¬ 
ed by heavy fishing in March and April 
and perverse weather conditions, which 
have removed the cold Humboldt cur¬ 
rent from the ocean near Peru and re¬ 
placed it by a warm El Nimo current, in 
which the anchoveta cannot survive. T he 
effects of this crisis on both domestic 
industry (the fishmeal sector employs 
30.000 people and has expanded rapidly 
in recent years with a heavy investment 
programme) and the export sector are 
still being assessed. Much depends on 
how long the fishing will be prevented. 
Some reports suggest that a resumption 
could occur this month or next while 
others indicate it could be a year or 
more. Although the government is ar¬ 
ranging loans, direct financial assistance 
from the government will probably be 
needed to speed a return to normality. 

591 


The loss of foreign exchange earn¬ 
ings is bound to be severe, although an 
increase in mineral exports in 1972 of 
about S 60-80 million, due to firmer 
prices, helped to offset the loss. In 1971, 
fishmeal exports realised over S 3(K> 
million. Imports continual to expand in 
1971 to meet the increasing capital 
requirements. T he net effect was a dec¬ 
lining trade balance which, coupled with 
heavy debt servicing payments, resulted 
in a deficit of $ 76 million. T he deteriora¬ 
tion in the trade position precipitated 
a debt crisis which was to some extent 
rectified at a meeting in Paris in Febru¬ 
ary. 1972. In addition to a refining 
agreement with US and C anadian banks, 
the repayment schedule has been exten¬ 
ded and the amount due in 1972 reduc¬ 
ed. Even with these concessions it is 
likely that the fishmeal crisis will consi¬ 
derably alter Peru's ability to meet its 
debts. Meanwhile, Peru is seeking’ 
S r,(XX) million in foreign loans to finan¬ 
ce projects under the 1971-75 Develop¬ 
ment Plan, including irrigation works, 
pctvo-chcmicals and copper mining. 


Imports of goods on the National 
Register of Manufactured Products arc 
banned if demand can be met locally. 
Applications by importers for foreign 
exchange must be vetted by the Private 
Sector Foreign Exchange Transactions 
C ommittee and exchange certificates 
obtained from a commercial bank. 
T here are no difficulties with payments 
for exports to Peru. 

Peru: Value of Trade 



Exports 

Imports Balance 

1969 

863 

604 -| 

h259 

1970 

1,043 

603 H 

[-440 

1971 

891 

748 | 

1-143 


III 

COLOMBIA 

Recent evidence indicates that the 
economy recorded an improved perfor¬ 
mance in 1972. The recoveiy is due to 
higher international coffee prices, a rise 
in minor exports ;uid a continued gov¬ 
ernment drive towards development. 
However, the government in December, 
1971, was obliged to amend its 1970-73 
Economic and Social Development Plan. 
Special emphasis is being placed upon 
social changes, such as income redistri¬ 
bution, as well as upon the necessity for 
increasing industrial production, cons¬ 
truction and exports and improving ag¬ 
ricultural output. A major concern is to 
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deal vvilh Colombia's urban problems, 
the result of a rapid population growth 
(over three per cent a year) and the 
shift of people from rural areas. Politi¬ 
cally, the country is now entering the 
final stages leading up to 1974 when, for 
the liist time since 1958, the electorate 
should be able to make an effective 
choice between the main parties. 

I he growing importance of Colom¬ 
bia's industrial sector, current I v employ¬ 
ing about 15 per cent of the labour for¬ 
ce. has been dependent upon primary 
metals, metalworking (including inoloi 
vehicles), chemicals, textiles and food. A 
considerable influence has been govern 
men!-sponsored housing programmes 
and under the current plan construction 
is receiving priority. The petioleum sec¬ 
tor is the fourth largest in Latin Ame¬ 
rica. However, petroleum reserves are 
calculated to be sullieient for only ten 
years' production: thereafter import re¬ 
quirements could increase rapidlv. The 
search for new oil reserves includes the 
oil rich Maracaibo Lake Basin. though 
boundary dillicullics with Venezuela 
have yet to be cleared up. InternalK. 
most future activity will he concentra¬ 
ted in the 1 astern Plains 

important sector 

Agriculture, providing employment 
for 45 per cent of the labour force, is 
the economy's most important sector. In 
1971. land reform was pushed U> one 
side as a result of severe rainfall which 
required all energies to be put towards 
reconstruction. It appears that agricul¬ 
tural production in 1971 was sonic two 
per cent below the level recorded during 
1970, with potatoes, wheal and cotton 
particularly alfecled. A recovery occur¬ 
red in l ( >72 and crop production may 
have risen by as much as 14 per cent. 
The growing influence of peasant move-/ 
menls and their invasion of estates led 
the government to press ahead with land 
reform. Progress luis. however, been 
slow and recently the head ol the agra¬ 
rian reform institute resigned in protest 
against a cut in the institute budget. 

Coffee. Colombia’s most important 
crop, accounting for over 50 per cent of 
total exports, is currently benefiting from 
high prices, the result of severe frosts in 
Praz.il and the desire of producers to 
seek price rises to compensate for the 
dollar devaluation. At the end of J972. 
the International ColTee Agreement was 
suspended until late this year. In the 
first nine months of 1972. Colombian 
coffee exports totalled 4.9 million bags 
compared with 5.1 million bags in the 
similar period in 1971. However, coffee 
prices averaged over S 55 per 100 lb in 


1972 compared with an average of $46 
per 100 lb in 1971. with the result thal 
in the first seven months of 1972 coffee 
exports totalled $231 million compared 
with $215 million in the same period a 
year earlier. Over recent years, however, 
as efforts were made to diversify agricul¬ 
ture, eolfee production has remained rela¬ 
tively stable. The government has estab¬ 
lished a four-year export plan (1972-75) 
with the objective of expanding minor 
exports rapidly to total some $600 mil¬ 
lion. In the first nine months of 1972. 
it was reported that the trade deficit had 
been reduced to $ 54 million compared 
with $ 131 million in the same period in 
1971. mainly as a result of a 23 per cent 
rise in exports to total S 580 million. 
Total reserves at the end of September 
last amounted to $254 million, a rise of 
S 88 million compared with a year ear¬ 
lier. In May. 1972, the IMF granted 
Colombia twelve months’ stand-by cre¬ 
dit of 40 million SDRs, none of which 
has been drawn. 

difficulty encountered 

Colombia, as a signatoiy of the 
Group agreement on foreign in vest men I. 
is required to ratify the provisions. Con¬ 
siderable difliculty has been encountered 
and the government lias fallen back on 
existing legislation, amending it as much 
as possible to coincide with the Group 
agreement. In February. 1972. a meet¬ 
ing in Paris secured foreign aid totalling 
S 500 million for 1972. At present 
Colombia's debts are relatively small 
and most are long term. However, at the 
current rate of debt increase ($ 300 mil¬ 
lion a year) Colombia would, before 
1985, have to pay out more each year 


in interest ai>d capital repaymenst than 
it received in loans. 

There are three import categories: 
(l) prohibited list a wide range <5 con¬ 
sumer and luxury goods; (2) lincence- 
free—imports must be registered with 
the Institute of Foreign Trade; (3) pre¬ 
vious import licence list -'imports must 
Colombia: Value of Trade 



Exports 

Imports 

Balance 

1968 

558 

(43 

—85 

1969 

608 

685 

-77 

1970 

732 

844 

-112 


be registered with the IF T prior to ob¬ 
taining an import licence, usually gran¬ 
ted if comparable products are not ma¬ 
nufactured in Colombia. Prior deposits 
ranging up to 100 pci cent must be made 
on all goods, but arc returnable within 
90 days after the goods have been clear¬ 
ed. Generally, here are no difliculties with 
payments for exports to Colombia. 

.Since this article was written Vene¬ 
zuela has joined the Andean Common 
Market. 

Sources and acknowledgements 

The rcpoit on Bolivia and CTiile 
which appeared here on March 2. 
together with this week’s on Ecua¬ 
dor, Peru and Colombia, are summaris¬ 
ed from a special report kindly sent me 
on your behalf by Barclays Group Eco¬ 
nomic Intelligence Hnil, 54 Lombard 
Street, London EC3P: 3AH but Bar¬ 
clays is responsible neither for the em¬ 
phasis of my summary nor for my inter- 
spered comments, based on a variety of 
sources. 
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PLANNING IN ASIA-VI 


Philippines: Can rolling “Z 

plans gather moss ? 


IN THE Philippine today, political de¬ 
cisions tend to be arbitrary and the cour¬ 
se of justice is tempered. President Fer¬ 
dinand E. Marcos, who imposed Mar¬ 
tial Law on September 23. 1972. on the 
pretext of threat to security from the 
insurgents in Luzon and Mindanao 
areas, is using all the institutions of the 
.state to perpetuate his authority In fact 
he has invented eerlain populist mea¬ 
sures to demonstrate immediate and tan¬ 
gible economic gains. For instance, he 
has announced that live hectares of land 
is to be distributed to each of around 
7.000 farmers, and individual land hold¬ 
ing arc not to exceed 17 hectares. He has 
promised to end the power of one hun¬ 
dred families, of which Marcos clan 
ranks fortieth, by drastic land reforms 
and other measures. Similarly, he has 
promised to root out corruption and 
bueaucratic inelliciency and has dis¬ 
missed 5,000 civil servants. 

It is hard to believe that such piece¬ 
meal measures, that promise short cuts 
to national prosperity, can achieve much. 
In fact they only create more problems 
than they solve. It is hoped, therefore, 
that President Marcos allows the pro¬ 
cess of planning, as it has been conceiv¬ 
ed by the National Economic Council of 
the Philippines, to take its natural 
course. 

four-year plan 

The National Economic Council 
adopted on lune 26. 1970, the four-year 
Development Plan for fiscal years 1971- 
74. Nearly a year later, the Council ad¬ 
opted on July 23. 1971. the revised ver¬ 
sion of the previous plan, but for the 
fiscal years 1972-75. As such, the four- 
year Development Plan, 1972-75, was 
not to be construed as a new and diffe¬ 
rent plan but a natural continuation of 
the development plan for 1971-74. The 
concept of a four-year rolling plan was 
therefore, used to make adjustments 
in various targets. 

Mr. Gerardo P. Sicat, Chairman of 
the National Economic Council explained 
the virtue of the process of rolling plans 
by saying that it provided the significant 
advantage of being able to adjust to 
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more recent developments, not only in 
the domestic but also in the internation¬ 
al economy. “ Thus, it becomes more 
helpful in guiding the general direction 
of development which is the essence of 
planning. Furthermore, it makes possi¬ 
ble a more comprehensive evaluation of 
economic performance in relation to the 
Plan and the incorporation of improve¬ 
ments in the methodology of identifying 
or specifying the important relationships 
in the economy/’ 

primary difference 

Among other things, the revised Plan 
differs from the earlier Plan primarily 
in the magnitude of annual fiscal targets 
and growth rales set for the economy 
and its different sectors. Very briefly, 
the targets in both mining and agricul¬ 
ture have been adjusted downwards in 
the revised Plan in view of the recent 
performance. 

Agricultural growth will likewise ex¬ 
perience downward adjustments. The 
rationale resided in the contention that 
by the fiscal year 1972 self-sufficiency in 
staples could be achieved, leaving fur¬ 
ther agricultural growth to slept mostly 
from crop diversification activities. In¬ 
dustry, on the other hand, was expected 
to catch up and be a contender for the 
leading position in the economy by 
1975. The growth rate in this sector was 
expected to rise to 10 per cent by 1975 
as against 6.3 per cent in the year 1972. 

Land reforms continued to be a prio¬ 
rity as the cuirenl social unrest pointed 
to the urgency of overhauling traditional 
relations between landlords and tenants. 
The long run goal was to transfer the 
later into owner-cultivators. As the mea¬ 
sure of land reforms was not an isolated 
ideal that could stand by itself, need was 
felt to work on transitional changes, par¬ 
ticularly in the areas of leasehold ar¬ 
rangements. agricultural credit policy and 
extension programmes. 

The green revolution had an impres¬ 
sive record in the Philippines so that by 
1968 self-sufficiency in rice was achieved. 
But in 1970 and 1971, the damage to 
crops brought about by typhoons and 
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worsened law and order problem in the 
rice area of Mindanao resulted in low 
output, and the country had to import 
420.000 metric tons of paddy in 1971. 
lhc Plan, therefore, proposed to further 
raise the output of rice (paddy) from 
5.X6 million metric ions in 1972 to 6.98 
million metric tons in 1975. To achieve 
this, apart Irom other measures, an area 
of 315,000 hectares was proposed to be 
put under irrigation, by 1975. Another 
food crop that got priority under the 
Plan was white corn, which was the si * 
pie food of about 20 per cent of the 
total population. I he planned output 
of white coin was expected to be around 
2.41 million metric tons by 1975 
as against 2.04 million tons in 1972, 

Major objectives of the industrial 
development in the Plan weie: Alleviat¬ 
ing the trade imbalance via export ori¬ 
ented industries that utilise indegenous 
raw materials: promoting the develop¬ 
ment of capital and intermediate goods 
industries; and dispersing industries to 
different regions. These changes in the 
manufacturing activity were expected to 
accelerate the growth of this sector, as 
staled above to 10 per cent by 1975. 

priorities investment 

The Board of Investment (BOlj is 
the main instrument of industrial policy 
and is formulating every year an Invest¬ 
ment Priorities Plan <1PP). It also car¬ 
ries out evaluation of applications for 
registration and for preferred industries. 
The IPP contains the list of the industries 
eligible for various incentives offered. 
The investments offered to foreign 
investors include: The deduction of 
organisational and pre-operating ex¬ 
penses. accelerated deprecialino. carry 
over of net operating loss, tax 
exemption on imported capital equip¬ 
ment. deduction for expansion through 
reinvestment, and post operative tariff 
projection. 

Unlike some other ECAPE countries, 
the Philippines has planned more stress 
on agro-industries. For instance, out of 
the total investment provided in the 
second IPP, 37 per cent was allocated 
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to the agro-industries. In addition. the 
Philippines government has indicated its 
desire to establish modern capital in¬ 
tensive steel plants and petro-chemical 
industries. 

By way of conclusion, one may ex¬ 
press the hope that the Plan for fiscal 


years 1972-1975, which rolled out of the 
Plan for fiscal years 1971-74, is not ra¬ 
dically revised under the changed cir¬ 
cumstances in the country. The armed 
resistance, which has been visible in 
Manila area and among the Muslims of 
Mindanao, may not be entirely put 
down by the strong-arm tactics, because 


after all the hrmy in the country is com¬ 
paratively small. Ultimately, therefore, 
the success of the Marcos administration 
would depend upon the positive res¬ 
ponse of the various measures proposed 
in the Plan. Economic benefits, even if 
only modest, would still win much- 
needed support for the Presicent. 


At sixes and sevens 


E. B. Brook 

Vienna. 


Tin. Finance Ministers of the Common 
Market have been meeting several times 
in Brussels in long, disunited discussions. 
These frequent meetings without result, 
or, at best, very little arc helping to 
increase public and especially bankers’ 
and foreign exchange dealers’ uneasiness. 
Both groups of money men are saying 
that unless agreement is reached rapidly 
between the nine members of the Common 
Market on a joint float of their curren¬ 
cies against the dollar an even greater 
tidal wave of dollars will hit the markets 
when they reopen. They sec the danger 
of a world-wide rush from the dollar 
and even from all currencies into gold 
and other hedges against the interna¬ 
tional inflation. 

world-wide rush 

The giant multi-national companies as 
well as the oil-rich Gulf Sheikhdoms, 
who have been responsible for putting 
the bulk of the hot money across the 
currency markets, have been and continue 
to be increasingly uneasy about holding 
almost all the leading currencies, which 
arc today the most threatened. It is 
significant that very little of the 6,000 
million dollars which flooded into federal 
Germany last month and only checked 
tempoiarily when the dollar devalued 
for second time, by ten per cent, have 
been taken back by the speculators even 
though they could have repatriated them 
at a handsome profit. 

The distrust in now not only against 
the dollar but against the principal 
currencies and the monetary system as a 
whole: the result has been and continues 
to be a world-wide rush into gold which 
has risen in price during the last month 
by nearly 20 dollars a troy ounce to 86' 
dollars an ounce. When the dollar was 
first devalued less than 16 months ago 
the oflicial price of gold was fixed at 42 
dollars an ounce, less than half its present 
selling price. What is even more dis¬ 
turbing is that the flight from money is 
not only into gold but also into silver 
and copper and even into tin and a 
range or other commodities. Price not 
only of dwellings but of almost all 
marketable possessions are rising rapid)} 


as people seek to get rid of their money 
into other forms of possessions. 

It is indeed rather a mad world, made 
none the more sane by continuing indus¬ 
trial disputes over wages in British and 
in the steel industries of the Ruhr and 
Holland, by sporadic general strikes in 
Italy and accentuated by discontents at 
the Market’s headquarters in Brussels 
itself by the forced reshuffles of per¬ 
sonnel to make room for the three 
newcomers. Enlargement of the Market 
has not increased international affection in 
Western Europe: the French arc especi illy 
suspicious of the British—not without 
some reason as good commercial sites 
are bought up in France by British cor¬ 
porations and take-overs and mergers 
of the larger British- and smaller French 
concerns increase in volume. The 
smaller Market nations, especially the 
Dutch, are becoming a trifle disenchanted 
and how long the present honeymoon 
between Britain and West Germany will 
last is problematical, especially as Britain 
is decidedly less anxious to open up 
towards cast Europe, particularly to the 
USSR, than is West Germany whose big 
industrial concerns have already done 
much big business with the Russians. 

the main question 

The question at the moment is whether 
a collective Market currency float against 
the US dollar can be arranged. It is a 
difficult time for the British Chancellor 
of the Exchequer who had to present his 
budget at a time when no one really 
knows what course the future in money is 
going to be. A Market study of the 
possibility of a joint currency float 
in western Europe has been begun 
but not completed; the British wish to 
continue to float their pound but to float 
independently. There would, in any 
case, be enormous technical difficultes in 
re-fixing appropriate exchange rates for 
all the Market currencies against one 
annthci and. if the pound--which has 
been careful to float independently of the 
Market currencies—were lied to the 
Market currencies it might be pulled up 
too high against the dollar at a time when 
the British balance of payments is getting 


steadily worse and when past devalua¬ 
tions and more recent downward floats 
of the pound have definitely accelerated 
price inflation in Britain itself. 

united float 

The Americans themselves, who regard 
the Europeans as protectionist absorbers 
of dollars and as leaning far too heavily 
on the USA for protection against 
the supposed dangers from east Europe, 
are very much in favour of a united 
float by the Common Market. The 
President, his Treasury Under-Secretary 
for Monetary Affairs and the Chairman 
of the US Federal Reserve Board 
have all been emphatic that there shall 
be no further—no third- devaluation of 
the dollar. Cynics may recall similar 
assertions by British leaders before 
devaluations actually took place and that 
most “floatings” have been, in fact, 
“sinkings”, or devaluations without fixed 
limit. But it does appear that the recent 
10 per cent devaluation of the dollar was 
undertaken only after it became clear 
that Common Market countries were 
reluctant to agree on a joint float. It 
can scarcely be that three weeks will have 
changed the Market members’ minds so 
thoroughly that they now are willing to 
float unitedly. If the Market still fails to 
arrange a joint float for members’ curren¬ 
cies it might be difficult for the US 
government to refuse further to increase 
the oflicial price of gold. 

The American position is important, if 
not vital, to an improvement of the situa¬ 
tion but there is as yet no agreed US 
position towards the currency crisis. 
Probably the best that could happen 
would be a funding of private as well as 
of official dollar balances in a reformed 
monetary system. It may be significant 
that the proposed legislation submitted 
to the US Congress on February 19 to 
put the dollar devaluation formally into 
effect contained innovations in expressing 
the new dollar par value in terms of 
SDRs (Special Drawing Rights), the 
International reserve asset created by the 
International Monetary Fund for use in 
settlements among governments, as well 
as in gold. 
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TRADE 

WINDS 


Grain Dealers Meet 

Foodurain dealers from all 
over the country, meeting at a 
special convention in New 
Delhi on March 11, decided 
to observe a countrywide 
“token hartal” on March 21 
to register their protest against 
the government’s decision to 
take-over the wholesale trade 
in wheat and rice. The draft 
resolution, moved by the Fede¬ 
ration of Ail India Foodgrain 
Dealers Association at the 
annual convention of food 
grain dealers of India was 
approved by voice vote by the 
thousands of traders. The 
organisers claimed that over 
100,000 people attended the 
convention. 

In the resolution, the con¬ 
vention appealed to other trade 
organisations to join the 
hartal ‘‘with a view to ulti¬ 
mately forging a united front 
against the government’s 
policy of progressive nationa¬ 
lisation of various trades*'. 
The convention called upon 
the government to ‘‘give up” 
its decision warning that it 
would have “serious and harm¬ 
ful consequences on the entire 
economy of the country”. The 
convention called upon the 
trade community not to lend any 
support to the political parties 
supporting the take-over policy 
of the government. Through 
another resolution the conven¬ 
tion decided to present a 
memorandum to President 
V. V. Giri urging him to use 
his authority to dissuade the 
government from implement¬ 
ing its decision to take-over 
the grain trade. 

Earlier, inaugurating the 
convention. Mr S. L. Kirlos- 
kar. President of the Maha¬ 
rashtra Chamber of Com¬ 
merce and Industry, said that 


after the take-over nearly live 
million people working in 
3,500 mandis would be elimi¬ 
nated from the trade. In do¬ 
ing so the government was dis¬ 
placing an established, experi¬ 
enced and competent agency 
for the distribution of food 
grains with one of doubtful 
integrity and competence. 
Mr Kirloskar added that 
even the Food Corporation 
of India had been using the 
good offices of the traders 
for its purchases. It is esti¬ 
mated that in 1972 over 60 per 
cent of the FCI’s wheat pur¬ 
chases were made through 
traders and that the FCI 
acquired 90 per cent of its 
rice through traders. Talking 
about the performance of the 
FCI, he said that in 1965, it em¬ 
ployed 2,150 people and in 
1970-71 the number rose to 
28,982. The establishment 
expenses increased from 41 
paise per 100 rupees of trading 
to 1 rupee 22 paise per KM) 
rupee of trading in 1970-71. 

Monetary Crisis 

The United States and the 
European Common Market 
have reached an agreement on 
a short-term solution to the 
world money crisis. The 
agreement was reached at a 
meeting between top treasury 
aids from the world's 14 rich¬ 
est nations and the US Trea¬ 
sury Under-Secretary, Mr Paul 
A. Volcker. The details of the 
agreement were not expected 
to be revealed until the Finance 
Ministers of the 14 nations 
meet in Paris on March 16. 
But the sources stated that 
the United States had agreed 
to resume intervention on 
money markets in support of 
the dollar. This was America’s 
concession in return for the 
joint currency float by six 


members of the European 
Common Market. 

The joint float of currencies 
by six out of the nine countries 
of the enlarged European Eco¬ 
nomic Community involved a 
revaluation of the West Ger¬ 
man mark by three per cent. 
The joint float is the EEC 
Finance Ministers, solution to 
the latest currency crisis, rhe 
compromise solution to leave 
Britain, Ireland and Italy out 
of the joint float came at the 
end of a marathon session in 
Brussels recently. The obvious 
compulsion for arriving at an 
agreed joint position was that 
only after that could the Euro¬ 
peans expect the USA and Ja¬ 
pan to play their part in resolv¬ 
ing the current crisis before the 
major European money mar¬ 
kets reopened on March 19 The 
currencies of the six Common 
Market countries would float 
jointly within the old 2\ per 
cent margin against the dollar, 
the yen and other non-Europ¬ 
ean currencies. It was hoped 
that some other European 
currencies like those of Swe¬ 
den, Austria and Switzerland 
would join the float. Fur the 
present, the British and Irish 
pounds and the Italian lira will 
continue to float independently. 

State Budgets 

Punjab 

Fresh taxation measures 
designed to raise Rs 2.61 
crores were announced in the 
Punjab budget for 1973-74 
presented to the state Assembly 
by the state Finance Minister 
Mr Hansraj Sharma, on March 
6. Besides, a decision to 
convert Bangladesh levies abo¬ 
lished by the centre into a 
state education cess was also 
announced. This would yield 
the state another two crores of 
rupees. The budget showed 
an overall deficit of Rs 37.21 
crores with income placed at 
Rs 462.11 crores and expendi¬ 
ture at Rs 499.32 crores. The 
Finance Minister stated that 
he proposed to bridge the defi¬ 
cit to a large extent by resort¬ 
ing to non-tax measure and 
partly by levying taxes with¬ 
out burdening the common 
man. The non-tax-measurcs 
included economy in non-Plan 
expenditure (Rs 5 crores), sale 
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of government securities (Rs 4 
crores), mobilisation of re¬ 
sources from commercial banka 
for implementing Plan schemes 
(Rs 8 crores) and tightening of 
control on tax collecting 
machinery (Rs 2 crores). Mr 
Sharma stated that the non-tax 
measures together with the 
taxation proposal would yield 
a total of Rs 25.61 crores, 
leaving a deficit of Rs 11.20 
crores which he was leaving 
uncovered for the present. He 
proposed to meet this deficit 
by seeking assistance from the 
centre through larger market 
borrowings, by seeking larger 
share through devolution of 
taxes and also by seeking grant 
in aid for this border state. 

Manipur 

The Manipur budget for 
1973-74 envisaged a deficit of 
Rs 3.27 croros. The state 
Finance Minister Mr Y. Saiza, 
stated that the government did 
not propose to levy any new 
taxes at the moment. The 
revenue for the next year was 
estimated at Rs 43.89 crores 
and expenditure at Rs 47,16 
crores. The budget provided 
Rs 3.55 crores for police, 
Rs 5.55 crores for education, 
Rs 3 crores for irrigation and 
drainage, Rs 4 crores for 
electricity. Rs 1.2 crores for 
industry and economic develop¬ 
ment and Rs 2.54 crores for 
transport and communication, 
including tourism. 

Jammu and Kashmir 

A deficit budget of Rs 2.03 
crores was presented to the 
Kashmir assembly oil March 
12 by the state Finance Minis¬ 
ter, Mr G. L. Dogra. He did 
not propose any new taxes, but 
declared that the gap would be 
covered by additional resources 
mobilisation, Mr Dogra plac¬ 
ed revenue receipts at Rs 
106.51 crores and expenditure 
at Rs 108.92 crores. On capi¬ 
tal side, he envisaged a sur¬ 
plus of Rs 38 lakhs, reducing 
the overall gap to Rs 2.03 
crores. The estimates of 
expenditure did not include 
the state’s liability on account 
of central loans and the inte¬ 
rest on them. Amounts due 
to the centre ending March 
1972 had been since paid. The 
current year was, however, 


I ASTF.RV ECONOMIC I 


march 16, 1973 




expected to close with an 
arrears outstanding of Rs 31.66 
crores. 

Mr Dogra pointed out that 
the state would plead before 
the sixth Finance Commission 
for liberal “resources’' consi¬ 
dering the state's development 
needs. The capacity of the 
state to embark upon suitable 
programmes will depend upon 
devolution of resources. The 
outlay for the annual Plan was 
Rs 56.21 crores. The state's 
contribution would be Rs 5 
crores-r-the highest ever. The 
estimates included an ad hoc 
provision of Rs 5 crores for 
implementation of the pay 
commission report. 

Biria’s Relief Work 
in Rajasthan 

Thousands of distressed 
villagers gathered to thank the 
donois for digging wells and 
building schools and dispen¬ 
saries in 150 villages of the 
Khetri and Chirawa tehsils of 
Jhunjhunu district. Mr Aditya 
Vikram Birla, who initiated the 
scheme, stated at a villagers’ 
gathering in Gindinia 15 miles 
from Pilani, that the money 
had been donated in response 
to an appeal made by the 
Chief Minister, Mr Barkatul- 
lah Khan, recently for relief 
operations in the drought 
effected regions of Rajasthan. 
He added that permanent 
works of utility should also be 
taken in hand for the pros¬ 
perity of the region. Jhun¬ 
jhunu district is among the 
worst affected distrii Is of 
Rajasthan. Drinking water is 
very scarce in the district and 
thousands of people have 
already migrated to other 
areas for food and water. The 
Birla scheme for providing 
drinking water will go a long 
way in alleviating the rigours 
of the summer that is fast 
approaching. 

Glaxo Relief Work in 
Maharashtra 

Glaxo Laboratories (India) 
Ltd., on February 19 presented 
live relief ambulance vans and 
mobile diagnostic unit to the 
Chief Minister of Maharash¬ 
tra. Mr V. P. Naik, for use in 
scarcity affected areas in the 


State. The company's com¬ 
mitments to scarcity relief 
committee according to its 
Deputy Managing Director Mr 
G. J. Medley, now totalled 
more than Rs 9 lakhs inclusive 
of Rs 3 lakhs (drugs) and 
about Rs 5 lakhs (vans). Mr 
Medley said that the five vans 
would be manned and main¬ 
tained by Glaxo Laboratories 
up to the month of August. 
Besides this, the employees of 
the company had contributed 
about Rs 64 lakhs to the 
relief fund recently. 

Sandoz Drugs 
for Russia 

Sandozof India has signed 
an agreement with Medexport 
of Russia for the supply of 
medicines worth Rs 1.8 crores. 
The agreement was signed on 
February 15, by Mr Boris 
Levin, Vice-President of Me¬ 
dexport, and Dr J. N. Banerjee 
and Dr S. K. Bhattacharya, 
Director and head of the 
Pharmaceuticals Division of 
Sandoz, Bombay. Dr Banerjee 
stated that the company was 
already exporting its products 
like dyes, chemicals and drugs 
to East Africa, Japan, Phili¬ 
ppines and Switzerland. 

UNDP Aid for Coarse 
Grains Research 

The governing council of 
the United Nations Develop¬ 
ment Programme (UNDP) has 
approved assistance of about 
$ 3.73 million for the Interna¬ 
tional Crops Research Ins¬ 
titute for semi-arid tropics 
near Hyderabad. The amount, 
to be spent over six years, 
will be for research and train¬ 
ing programmes in the deve¬ 
lopment of improved sorghum 
and millet. The Hyderabad 
Institute was set up last year 
on a site of 1,350 hectares 
provided by the union 
government. It will serve as 
a world centre for improve¬ 
ment of sorghum, pearl millet 
and a variety of peas grown 
in dry areas and promote 
cropping patterns and system 
of farming in semi-arid tro¬ 
pical areas. The Institute will 
have a world collections of 
gcrmplasm for sorghum (about 
12,000 entries) and piillet 
( about 5,000 ) entries. The 


collection will be screened for 
important plant characteris¬ 
tics such as yield potential, 
response to fertiliser, duration 
of crops, resistance to diseases, 
protein quality and digesti¬ 
bility of grains. 

With the huge diversity 
available to breeders it would 
be possible to develop improv¬ 
ed hybrid varieties. The 
UNDP assistance for improve¬ 
ment af sorghum and millet 
has been made because more 
than 400 million people in the 
world depend on these cereals 
as staple. As the, sorghum 
and millet eating population 
arc among the poorest in the 
world and their nutritional 
status is the lowest, the breed¬ 
ing programme will lay em¬ 
phasis on improving the 
protein content and digesti¬ 
bility of the grains. The 
average yield of sorghum and 
millet in developing countries 
is about 6.5 quintals per 
hectare while it is as high as 
33 quintals per hectare in 
developed countries. By im¬ 
proving the yield potential of 
the varieties and evolving 
better cropping patterns, a 
green revolution can be 
brought about in the sorghum 
and millet growing areas of 
India and other developing 
countries. 

Help for Sick 
Sugar Mills 

The Indian Sugar Mills 
Association (1SMA) lias pre¬ 
pared a Rs one crore new 
scheme to rehabilitate the 
“sick” sugar mills in the 
country and turn them into 
profitable ventures. The Presi¬ 
dent of ISMA, Mr M.L. Apte, 
stated recently that this was a 
novel experiment and the 
economics of the scheme was 
being worked out. The 
association would submit the 
final draft of the scheme 
relating to the manner and 
mode of taking over the 
management of the sick mills 
to the government in a fort¬ 
night. Mr Apte added that 
members of ISMA had already 
met some central ministers 
in this connection and the 
response to the scheme seemed 
to be encouraging. Elaborat¬ 
ing on 4he scheme, he said. 


a type of revolving fund of 
Rs one crore would be created 
from contributions by the 
sugar factories. Money would 
be spent from this fund for 
renovating and modernising 
sugar mills and in certain 
cases the management of the 
sick mills would be taken over 
by ISMA to run them on 
scientific lines. 

During the period of 
rehabilitation of the sick 
mills, the losses would 
be shared by the industry. 
Mr Apte pointed out that the 
outlay on the scheme would 
be increased beyond rupees one 
crore if the demands were 
pressing. Funds for the 
scheme, he said, would be 
raised by levying a cess 
of 25 paise on each bag 
of sugar turned out of the 
factories. But he assured that 
the burden of cess on sugar 
bags would be borne entirely 
by the industry and it would 
not be allowed to reflect in 
higher prices of sugar to the 
consumer. 

National Management 
Convention 

Inaugurating the National 
Management Convention 
recently, the union Minister 
for Planning, Mr D.P. Dhar, 
took the opportunity to dispel 
fears that “commitment” on 
the part of public functionaries 
in any way led to regimenta¬ 
tion and conformism. He 
was suggesting the imperative 
need for commitment on the 
part of the managers to a new 
social philosophy of develop¬ 
ment, a philosophy that 
corresponded to the social and 
political environment of the 
country today. It was a 
mistake to imagine, he added, 
that management was some¬ 
how immune to social ideology, 
that it could work successfully 
in all kinds of social situations 
and that its only ideology, if 
it had one, was better and 
better performance. But he 
believed that the ideology of 
modern management arose 
from the whole complex of 
social and institutional factors 
of the countries in which it 
flourished. 

The Convention concluded 
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with a valedictory address by 
Dr Ram S. Taneja, President 
of the All India Management 
Association. Mr B.K. Nehru, 
Director-General of the All 
India Management Associa¬ 
tion delivered the vote of 
thanks. 

Interim Reports on 
Agriculture 

The Chairman of the 
National Commission on 
Agriculture, Mr Nathu Ram 
Mirdha, submitted four 
Interim Reports of the Com¬ 
mission to the union Minister 
of Agriculture, Mr Fakhruddin 
Ali Ahmed, recently. These 
reports deal with: (1) Organi¬ 
sational Aspects of All-India 
Coordinated Research Pro¬ 
jects; (2) Modernising Irriga¬ 
tion System and Integrated 
Development of Command 
Areas; (3) Whole-Village 
Development Programme; and 
(4) Organisation and Func¬ 
tions of the Commodity Deve¬ 
lopment Council and Direc¬ 
torates. The National Com¬ 
mission oil Agriculture, which 
had earlier submitted 10 
interim reports on various 
aspects of Indian Agriculture, 
was set up to examine the 
current progress of agricul¬ 
ture in India and to make 
recommendations for its 
improvement and modernisa¬ 
tion. 

International Seminar 
on Tourism 

Dr Karan Singh, union 
Minister of Tourism and 
Civil Aviation, underlined 
the vital role that tourism 
could play in fostering eco¬ 
nomic growth and interna¬ 
tional understanding, while 
inaugurating a six-day interna¬ 
tional seminar on Physical 
Planning and Area Develop¬ 
ment for Tourism recently in 
New Delhi. 

Dr Karan Singh said 
that tourism had emerged 
as world’s largest and 
fastest growing industry. It 
had far-reaching implications 
upon contemporary society. 
He pointed out that in 1972 
international tourism involved 
over 200 million people and 
if the iigures of domestic 


tourism, which were difficult 
to compile, were added that 
would be another 500 million. 
It was estimated that the 
turnover in international 
tourism in the year was of the 
order of 21,700 million dollars. 
This was, therefore, he said a 
unique phenomenon in the 
history of human race when 
millions of people travel for 
peaceful purposes. 

Affluence in certain parts 
of the world, he observed was 
a major factor in the growth 
of tourist traffic. The techno¬ 
logical breakthrough in the 
field of aviation had also 
helped in transporting a large 
number of people to the far 
corners at a reasonable cost. 
It could provide employment 
to millions of people the 
world over directly to the 
centres of tourism and indi¬ 
rectly in the fields of trans¬ 
portation, handicrafts and 
entertainment. He added that 
tourism represented the most 
effective and pleasant manner 
of transferring resources from 
the affluent to the developing 
countries. 

Business Leadership 
Award 

The Business Leadership 
Award for this year was con¬ 
ferred recently on Dr Bharat 
Ram, Chairman of the Delhi 
Cloth and General Mills Co 
Ltd., by Mr A Sivasailam. It 
was made on behalf of the 
Madras Management Associa¬ 
tion at a special function at 
the end of the day’s session 
of the National Management 
Convention recently. Mr 
R. Venkataraman, a former 
member of the Planning Com¬ 
mission presided. The Award 
is in memory of late Mr 
S Anatramakrishnan, foundcr- 
President of the Madras 
Management Association. 

New Business by LIC 

The total new business of 
the Life Insurance Corpora¬ 
tion of India in February, 
1973 amounted to Rs 170.41 
crores, involving 1,37,174 
policies. This included foreign 
business worth Rs 0.65 crores. 
During the month, the Central 
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Zone of the Corporation 
completed the highest amount 
of new business (Rs 66.72 
crores), followed by Western 
Zone (Rs 35.13 crores) and 
the Southern Zone (Rs 32.73 
crores). The Northern and 
Eastern Zones did business 
amounting to Rs 17.72 crores 
and Rs 17.46 crores respecti¬ 
vely. The total business com¬ 
pleted by the Corporation, 
inclnding foreign business, 
during he first eleven months 
of the current financial year 
amounted to Rs 1403 96 crores 
compared with Rs 1203.03 
crores during the correspond¬ 
ing period of 1971-72. 

Goodyear 

Environmental 

Protection 

A S 1.3 million environ¬ 
mental protection programme 
for the Goodyear Tire & 
Rubber Company plant at 
Ohio, is entering its final stage. 
The two-phase programme, 
scheduled for completion by 
the end of this year, will vir¬ 
tually eliminate air and water 
pollution from the world’s 
largest moulded and extruded 
rubber plant. The plant 
already achieved zero dis¬ 


charge into state waters, with 
the help of two four-million- 
gallon settling lagoons, three 
cooling towers and pumping 
machinery. Further steps 
toward achieving clean air 
involve continued conversion 
of steam generators from coal 
to fuel oil. 

Production of 
Chemical Plants 

The Chemical Plant and 
Machinery Association of 
India proposed to hold on 
March 17, 1973 a seminar on 
“Constraints on Production of 
Chemical Plants and Its Impact 
On Execution of Projects,” at 
the Tajmahal Intercontinental 
Hotel at Bombay. The seminar 
was proposed to be conduc¬ 
ted in two sessions. The 
first session was to have 
deliberations oft the manufac¬ 
turers* viewpoint in identifying 
problems and evolving the 
remedial measures for econo¬ 
mical production of chemical 
plants and equipment. The 
second session was to cover 
the standpoint of design 
engineers indicating the diffi¬ 
culties generally faced by the 
project authorities in the 
execution of chemical projects 
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due to delay in the delivery Limited, Hemalatha Textiles ML. Darling JUS ‘Author 01 month Lecture-cum stuuv tour 

and substandard quality of Limited, Ralli Chemicals Punjab Peasant & Prosperity During his tour, he will give 

plants, The seminar was thus Limited and Searle (India) and one of the founder of the talks on Co-operatives in India 

conceived to present the pro- Limited. Rural Credit Section of the and also visit cooperative In- 

blems of suppliers and rcci- Reserve Bank of India. Mr. stitutions under the auspices 

pients in order to make a An old associate of the Tara Chand Varnia left for the of the Co-operative League of 
12-months programme to over- legendary, co-operator, Mr USA and Canada on a three- United States, 
come them. As a follow-up 

action and to have a wider ~ "—” 

participation from different 


parts of the country, Mr A.K. 
Basu, Operations Manager, 
Power-Gas Limited, Bombay 
convened a meeting in New 
Delhi on behalf of the Asso¬ 
ciation on February 19, 1973 
under the auspices of the 
Engineering Projects (India) 
Limited to brief the members 
in the northern region as well 
as to get their viewpoints in 
terms of presenting paper in 
the seminar. 

Namts in the News 

Mr A.D. Mango. Deputy 

Chairman and Managing 

Director of Rallis India 
Limited, has been elected 
President of the Bombay 
Chamber of Commerce & 
Industry for the year 1973-74. 
He will take office after the 
Chamber's annual general 

meeting on April 3, 1973. 
Mr Mango has been a member j 
of the General Committee of 
the Chamber for the past 
five years, and a founder 

Director of the Fertiliser 
Association of India, of which 
he was Chairman in 1967 and 
1968 and is a Member of the 
Executive Committee of The 
International Superphosphate 
and Complex Manufacturers 
Association. He is also a 
Director of Mangalore Che¬ 
micals & Fertilisers Limited, 
Boehringer-Knoll Limited, 
Whiffens (India) Limited and 
Excel Industries Limited. He 
is Vice-Chairman of Tata-Fison 
Industries Limited and Ralli- 
wolf Limited, and Chairman 
of Protein Products of India 
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COMPANY 

AFFAIRS 


Madras Rubber 

Madras rubber factory 
has reported excellent 
working results during the 
year ended September 30, 
1972. with sales and gross 
profit recording remarkable 
increases over the preceding 
year. Sales jumped from Rs 
21.50 crores to Rs 33.46 
crores while gross profit shot 
up to Rs 2.16 crores from 
Rs 1.49 crores in 1970-71. 
The directors have, however, 
decided to maintain the equi¬ 
ty dividend at 12 per cent 
for 1971-72. Out of the gross 
profit a sum of Rs 69.80 
lakhs was set apart for dep¬ 
reciation, Rs 44.25 lakhs for 
development rebate reserve 
and Rs 46.50 lakhs for taxa¬ 
tion as against Rs 59.06 
lakhs, Rs 7 lakhs and Rs 
39.25 lakhs provided respec¬ 
tively in 1970-71. After writ¬ 
ing back development rebate 
reserve amounting to Rs 
18.40 lakhs and making other 
adjustments the directors 
have transferred a sum of Rs 
73.96 lakhs to the general 
reserve out of which the pro¬ 
posed dividend aggregating 
Rs 29.25 lakhs will be paid. 
The company has stepped 
up its installed capacity from 
3.6 lakh to 6.1 lakh automo¬ 
bile tyres and tubes. The 
company's Goa plant is ex¬ 
pected to commence produc¬ 
tion in the current year. The 
production of bicycle tyres 
at the Arkonam plant where 
the erection machinery has 
already been completed is 
expected to start as soon as 
electricity restrictions are lif¬ 
ted. With the expansion of 
the company’s Madras plant 
the company has been oblig¬ 
ed to export 10 per cent of 
its production according to 
the licensing condition. With 
exports touching a record le¬ 
vel of Rs 90.65 lakhs during 


1971-72 the company has ex¬ 
ceeded its commitment to 
the government on exports. 

Madura Mills 

Madura Mills Co. Ltd has 
reported encouraging working 
lesults during the year ended 
December 31, 1972 with sal¬ 
es and profits recording 
substantial improvements 
over the preceding year. Sales 
advanced to Rs 38.79 crores 
from Rs 38.11 crores in 1971 
while gross profit moved up. 
from Rs 225.21 lakhs to Rs 
252.16 lakhs. Encouraged by 
the working results the direc¬ 
tors have enhanced the equity 
dividend from eight per 
cent to nine per cent. Out of 
the gross profit a sum of Rs 
98.09 lakhs was earmarked 
for depreciation, Rs 30.90 
lakhs for development rebate 
reserve and Rs 59.40 lakhs 
for taxation as against Rs 
93.74 lakhs, Rs 14.65 lakhs 
and Rs 61.30 lakhs provided 
respectively in 1971. This 
leaves a net profit of Rs 63.77 
lakhs as compared to Rs 
55.52 lakhs in the earlier 
year. After adjustments a 
sum of Rs 52.80 lakhs was 
appropriated to general reser¬ 
ve as against Rs 40.90 lakhs 
allotted in 1971. The propos¬ 
ed dividend will claim Rs 63 
lakhs—Rs 7 lakhs more than 
in 1971—and will be paid out 
of the general reserve. The 
company is going ahead with 
its modernisation program¬ 
me. It has also received 
licences for installing 100 in¬ 
dustrial looms and 400 civil 
looms. One squeezing mangle 
and 24 cylinder drying range 
are expected to be installed 
in the course of the current 
year. The directors propose 
an amalgamation of Madura 
Mills, A and F. Harvey Ltd 
and J. and P. Coats (India) 
Private Ltd. Since all the 


three companies are inter 
connected undertakings under 
the MRTP Act. the details 
of the proposal would be 
worked out after receiving 
the government's permission. 

Bayer (India) 

Bayer (India) Lid has re¬ 
ported remarkable improve¬ 
ments in its working results 
for the year ended December 
31. 1972. Its gross profit spur¬ 
ted to Rs 2.87 crores in 1972 
from Rs 2.18 crores in 1971. 
registering a gain of as much 
as 31.6 per cent. The direc¬ 
tors have stepped up the 
equity dividend to 20 per 
cent for 1972 from the mai¬ 
den dividend of 15 per cent 
paid for 1971. The enhanced 
dividend is, however, payable 
on a enlarged capital result¬ 
ing from the one-for-fivc 
bonus issue. The entire divi¬ 
dend for 1972 is expected 
to be exempt from tax in the 
hands of the shareholder*. 
Sales during the year soared 
to Rs 13.20 crores, recording 
an impiessive gain of 26 per 
cent over 1971. All the divi¬ 
sions — pesticides, rubber 
chemicals and pharmaceuti¬ 
cals—have accounted for the 
improved performance du¬ 
ring 1972. Negotiations for 
an industrial licence to ex¬ 
pand the manufacturing ca¬ 
pacity in respect of rubber 
chemicals and intermediates 
and of technical pesticides 
have reached a final stage. 
The implementation of these 
major expansion schemes is 
expected to start by the mid¬ 
dle of this year. 

Out of the gross profit the 
directors have set apart Rs 
54.04 lakhs to depreciation 
reserve as against Rs 53.42 
lakhs in 1971 while appro¬ 
priation to development re¬ 
bate reserve was reduced to 


Rs 65,000 from Rs 3.85 lakhs 
in the preceding year. Taxa¬ 
tion reserve was allotted with 
Rs 77 lakhs as against no 
provision in the previous 
year. The proposed dividend 
will absorb Rs 72 lakhs--Rs 
27 lakhs more than in 1971. 

Hindustan Lever 

Hindustan Lever is diversi¬ 
fying its manufacturing ac-' 
tivilies. It proposes to take 
up the businesses of manufac¬ 
turing, assembling, designing, 
constructing, servicing and 
dealing in all kinds of plant, 
machinery, instruments, ap¬ 
pliances, apparatus, utensils 
and tools for commercial, 
scientific, industrial or other 
purposes and accessories, re¬ 
quisites, facilities and sup¬ 
plies connected with these 
lines of manufacture. In 
addition the company has a 
proposal to tarry on busi¬ 
ness as manufacturers and 
dealers in paper, pulp, boards 
of all kinds, synLhctic fibres, 
plastic and rubber goods of 
all kinds, metals and alloys. 
Tluse special resolutions will 
be placed for the sharehold¬ 
ers consideration at the extra¬ 
ordinary general meeting to 
be held on March 22. 

Ccat Tyres 

Ccal lyres of India Ltd has 
recommend?;! the payment 
of a dividend, out of the ge¬ 
neral reserve, of Rs 17 
per equity shaie subject to 
deduction of tax, for the year 
ended December 31, 1^72. 
The dividend, when approv¬ 
ed. will be paid on or after 
May 18 to those shareholders 
whose names stand on the 
company's register as on 
March M). 1973. 

Delhi Cloth 

Delhi Cloth arid General 
Mills has entered into an 
agreement with Madhya 
Pradesh Audhyogic Vikas 
Nigam (AVN) lor selling a 
joint secloi project in Ma¬ 
dhya Pradesh for manufac¬ 
ture of caustic soda, chlo¬ 
rine and allied products. The 
AVN holds a letter of intent 
for this purpose. The project 
would be implemented throu- 
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gh a new company. The 
DCM would invest 25 per 
cent in the equity capital of 
the new company. The AVN 
would take up 26 per cent 
and the balance of 49 per 
cent would be offered to the 
public. The DCM is seeking 
shareholders' approval to an 
investment of not exceeding 
Rs one crore in the capital 
of the new company. 

Gokak Mills 

The directors of Gokajc 
Mills have proposed the 
amalgamation of Patel Vol- 
kart Ltd with the company 
subject to the approval of the 
shareholders, the High Court 
and various government au¬ 
thorities. The proposed sche¬ 
me which is to take effect 
from June 30. 1972. will be 
on the basis of an exchange 
ratio of 5.25 equity shares of 
Rs 100 each of Ciokak Mills 
against one equity share of 
Rs 500 each of Patel Volkart 
Ltd. 

Swadeshi Polytex 

Swadeshi Polytex is expec¬ 
ted to commence commercial 
production shortly. The en¬ 
tire civil construction work 
and the installation of all 
plant and machinery have 
been completed. The trial 
runs of the plant have al-' 
ready started. The project 
cost has exceeded the origi¬ 
nal estimate by about R* 
2.67 crores owing to increas¬ 
es in customs duty and cost 
of indigenous equipment and 
devaluation of the dollar and 
revaluation of the Deutsche 
Mark. Of this Rs 27 lakhs in 
foreign exchange will come 
by way of an additional loan 
from the ICICI. The com¬ 
pany intends to raise the ba¬ 
lance by securing additional 
term loans of Rs 100 lakhs 
from financial institutions, 
by issue of rights shares of 
Rs 105.60 lakhs and by loans 
of. Rs 24.40 lakhs to be pro¬ 
vided by the promoters. The 
company is seeking the con¬ 
sent of the Controller of 
Capital Issues for the issue 
of right shares on an eight 
for 25 basis. Meanwhile in 
order to avoid any delay in 


the completion of the project 
the company has arranged for 
finance from commercial 
banks. Ihe financial institu¬ 
tions have agreed to grant 
additional rupee loans and 
has stipulated that they will 
have the right to convert. a,t 
their option, a part of the 
additional rupee loans not 
exceeding Rs 20 lakhs into 
equity capital at par. The 
option will be exercisable 
during 1976 and 1977. 

Electric Construction 

Llectric Construction and 
Equipment Co Ltd has suffer¬ 
ed a sharp setback in its ope¬ 
rations during the yeai ended 
October 31, 1972. The gross 
profit for the year nosediveil 
to Rs 63.03 lakhs from 
Rs 155.12 lakhs while sales 
recorded a steep decline to 
Rs 5.99 crores from Rs 8.71 
crores in 1970-71. The direc¬ 
tors have maintained the 
equity dividend at 10 per 
cent for 1971-72. The ad¬ 
verse working results during 
the year under review are 
attributed to a noticeable 
fall in the demand for the 
products manufactured by 


the company accompanied 
by a 30 per cent drop in their 
prices. Due to paucity of 
funds the various electricity 
boards not only belied all 
hopes of new purchases but 
even sonic old orders still re¬ 
main unexecuted for want of 
despatch instructions. This 
has resulted in loss of produc¬ 
tion and profits, particularly 
in transformer and meter 
divisions of the company. 
Exports during the year al¬ 
most doubled to Rs 17.20 
lakhs from Rs 9 lakhs in the 
1970-71. The re-opening of 
Budge Budge and Cosvporc 
factories would further add 
to its ability to export. Out 
of the gross profit the direc¬ 
tors have appropriated R>* 
24.92 lakhs to depreciation 
as against Rs 26.22 lakhs in 
1970-71. While allotment to 
development rebate reserve 
was reduced from Rs 6.50 
lakhs to Rs 1.10 lakhs. Taxa¬ 
tion claimed Rs 8.50 lakhs 
as compared to Rs 50.00 
lakhs 1970-71. This leaves 
a lower net profit of Rs 
28.51 lakhs as against R^ 
72.39 lakhs in the preceding 
year. After adjustments an 
amount of Rs 10.37 lakhs 


was transferred to general 
reserve. 

Maharashtra Steel 

Maharashtra Steels Ltd. 
established with the primary 
objective of installing a steel 
ingot casting plant at Nag¬ 
pur. has decided to put its 
plant in Bulandshahr district 
in UP. This is mainly to 
take advantage of the recent¬ 
ly announced tax concession 
for setting up industries in 
the notified backward dis¬ 
tricts and also due to the 
availability of a better site. 
The plant is expected to go 
on stream in September 1973. 
starting with the manufac¬ 
ture of mild steel ingots 
(billet size) which have large 
unsatisfied demand from re¬ 
rollers. Production of spring 
steel is also proposed. I he 
company's expansion and 
diversification plans include; 
installation of a rolling mill 
and an oxygen plant which 
will improve its profitability 
as also alleviate shortage of 
oxygen, lo raise part of 
the resources required for 
the implementation of the 
scheme the company will 
soon be entering the capital 
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market with a public issue. 
The project cost of the plant 
with a. 10-tonne electric arc 
furnace is estimated at R\ 
120 lakhs. It will be financ¬ 
ed by the share capital of 
Rs 48 lakhs 'Rs 40 lakhs in 
equity and Rs 8 lakhs in 
preference—and term loan of 
Rs 72 lakhs. 7’he Industrial 
Finance Corporation of India 
and UP Financial Corpora¬ 
tion are reported to have 
sanctioned long term loans 
to the tunc of Rs 72 lakhs. 
Under the sales tax loan 
scheme introduced in UP 
bust year, the company 
would get an interest free 
12 to 14 years’ loan of the 
slate sales tax paid on sales 
for live years of production 
in the backward district. The 
company would also benefit 
by tax reduction amounting 
20 per cent of prolil for 10 
years after production for 
new industries established 
in backward areas after 
March 1973. 

News and Notes 

(Expansion and Diversification 

Ini'hck Tyres’ licence for 
expansion of capacity by 
three lakhs each of tyres and 
tubes per annum had been 
transferred to UP and the 
letter of intent to that effect 
had been issued by the gov¬ 
ernment. Negotiations arc in 
progress with the UP gov¬ 
ernment and other bodies 
for implementation of this 
scheme. Agreements have 
been concluded with a repu¬ 
ted US firm for technical 
collaboration in respect of 
both the existing plant and 
the proposed plant in UP 
which is still awaiting final 
approval of the government. 
With the finalisation of the 
arrangement the company 
expects to solve the technical 
problems in regard to higher 
material consumption and 
wastage. So that higher 
production could be achiev¬ 
ed. The technical manage¬ 
ment set up had also been 
strengthened by fresh rec¬ 
ruitment of qualified and ex¬ 
perienced technical person¬ 
nel. 

Baja} Tempo Ltd has re¬ 


ceived letter of intent from 
the government for expan¬ 
sion of its manufacturing 
capacity from 4000 vehicles 
to 12,000 vehicles per an¬ 
num and in addition 6,000 
diesel engines per year on 
certain terms and conditions. 
A representation, it is said. 
wiJl be made to the govern¬ 
ment by the company t<. 
waive the condition on ex¬ 
port. The company hppes to 
complete the expansion pro¬ 
gramme by the end of the 
fifth five year Plan. 

New Issues 

Machinenfabrik Poly¬ 
graph (India) Ltd, promoted 
by Manubhai Sons and Co., 
Bombay, is setting up a pro¬ 
ject at Kolhapur in Maha¬ 
rashtra for the manufacture 
of high speed automatic prin¬ 
ting machinery in collabo¬ 
ration with Vcb Polygraph, 
Leipzig, German Democratic 
Republic. To raise part of 
the resources required for 
the implementation of the 
project the company will be 
entering the capital market 
sometime in the middle of 
this year with a public issue 
of Rs 24 lakhs, all equity 
shares of Rs 10 each. I he 
company has an authorised 
capital of Rs one crore and 
an issued and subscribed capi¬ 
tal of Rs 7.50 lakhs. Out of 
the proposed issue of Rs 
32.50 lakhs, equity shares 
worth Rs 7.50 lakhs are pro¬ 
posal to be issued to S1COM. 
The project is estimated to 
cost Rs 120.74 lakhs and it 
will be financed through the 
share capital of Rs 40 lakhs, 
long and medium term loans, 
of Rs 50 lakhs, bank borrow¬ 
ings for working capital re¬ 
quirements of Rs 27 lakhs 
and deferred payments of Rs 
3.74 lakhs. The company has 
plans to manufacture ma¬ 
chines of different types and 
in the first stage of manufac¬ 
ture live types of machines 
such as automatic, flatbed* 
cylinder presses, webfed ro¬ 
tary offset machines, auto¬ 
matic platen presses, higher 
speed offset cylinder presses 
and wire stiching machines 
are proposed to be taken up 
for production. The company 


expects to commence produc¬ 
tion early next year and 
hopes to declare a reasonable 
maiden equity dividend from 
the second year of its pro¬ 
duction. 

Mohta Alloys and Steels 

will soon be in the capital 
market with a public issue 
of Rs 34 lakhs comprising 
2,40,000 equity shares of Rf> 
10 each and 9,995 (9.5 per 
cent) cumulative redeemable 
preference shares of Rs 100 
each at par. This new ven¬ 
ture, promoted by Shree 
Bhawani Cotton Mills, has 
an authorised capital of R.s 
one crore and an issued capi¬ 
ta) of Rs 16.01 lakhs. The 
proceeds of the public issue 
will be utilised for financing 
partly the company’s project 
for sotting up two electric 
arc furnaces near Ludhiana. 
Punjab. The first 1012 tonne 
furnace is expected to be de¬ 
livered by in the course of 
next month and the five- 
tonnes furnace in October. 
Production is expected to 
stait by September or Octo¬ 
ber 1973. The annual pro¬ 
duction of steel ingots on 
commissioning of both the 
furnaces is estimated at 
23.000 tonnes with a turn¬ 
over of Rs 2.64 crores. l he 
capital cost of the project 
is estimated at Rs 143,91 
lakhs and will be met by the 
share capital of Rs 50 lakhs 
medium term loans of Rs 42 
lakhs, deferred payments of 
Rs 24.28 lakhs and bank 
borrowings of Rs 27.63 
lakhs. 

Capital and Bonus 
Issues 

Consent has been accorded 
to ten companies to raise capi¬ 


tal amounting to over Rs 5.82 
crores. Following are the de¬ 
tails: 

Bombay Burnish Trading 
Corporation Limited, Bombay, 

has been granted consent, va¬ 
lid for three months, for issue 
of bonus shares of Rs 73.56,250 
only. 

Mulchandani Electricals and 
Radio Industries Limited, Bom¬ 
bay, has been accorded consent, 
valid for 3 months to capitalise 
Rs 35 lakhs out of its General 
Reserves and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share lor every 
two equity shares held. 

Indo-Lowenbrau Breweries 
Limited, Delhi, has com¬ 
municated to government of its 
proposal to issue capital under 
clause 5 of the Capital Issues 
(Exemption) Order, 1969 to 
the value of Rs 66 lakhs equity 
shares of Rs 10 each to put up 
a brewery for manufacture and 
sale of beer. 

Triveni Sheet Glass Works 
Limited, Calcutta, has commu¬ 
nicated to government of their 
proposal to issue capital un¬ 
der clause 5 of the Capital Issues 
(Exemption) Order, 1969 
to the value of Rs 100 lakhs 
(including Rs 25 lakhs already 
subscribed) divided into 10 
lakhs equity shares of Rs 10 
each for cash at par, out of 
which shares worth Rs 63 lakhs 
will be offered to the pub¬ 
lic by prospectus for financing 
the project for the manufac¬ 
ture of sheet glass in UP. 

Cravatex Limited, Bombay, 

has been given an aekowledgc- 
ment to their statement of pro¬ 


posals valid for a period of 12 


MINISTRY OF STEEL AND MINES 

(DEPARTMENT OF MINES) 
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for the manufacture of nickel silver strips in the country. 
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Department of Mines, Shastri Bhavan, New Delhi. 
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months, for issue of Equity 
Shares worth Rs 30 lakhs. The 
proceeds are to be utilised for 
liquidating a part of the unse¬ 
cured'loans of the company. 

Punjab Anand Batteries Limi¬ 
ted, Chandigarh, has communi¬ 
cated to government of their 
proposal to issue capital under 
clause 5 of the Capital Issues 
(Exemption) Order, 1969 to 
the value of Rs 60 lakhs in 6 
lakhs equity shares of Rs 10 
each for cash at par, out of 
which shares worth Rs 29.40 
lakhs will be offered to the pub¬ 
lic by a prospectus for putting 
up a plant for the manufacture 
of dry cell batteries. 

Anil Starch Products Limited, 
Ahmcdabad, has been granted 
consent valid for 12 months 
for issue 400 equity shares of 
Rs JC0 each to the employees 
of the company for cash at 
a premium of Rs 30 per share. 

Bata Shoe Company Pri¬ 
vate Ltd,, has been given con¬ 
sent, valid for 12 months, for 
issue of equity shares of the 
face value of Rs 50 lakhs to 
Indian Public only, at a pre¬ 
mium of Rs 20 for a share of 
Rs 10 through an offer to the 
public by prospectus. In addi¬ 
tion to this, Rs 50 lakhs worth 
of shares shall be disinvested by 
the Non-Residents (also at a 
premium of Rs 20 per share) 
and offered to UTI/LIC for 
sale. The object is to introduce 
Indian participation to the ex¬ 
tent of 33-1/3 per cent in this 
100 per cent foreign company 
and to convert it into a public 
limited company. 

The Mysore Sugar Company 
Limited, Mandya, has been 
accorded consent, valid for 12 
months, to issue convertible 
debentures of the value of Rs 
75 lakhs to the financial insti¬ 
tutions. The proceeds of the 
issue will be utilised for re¬ 
placing the existing mills and 
boilers with new equipments. 

Namdang Tea Company (In¬ 
dia) Limited, Margherita, has 
been accorded consent, valid 
for 12 months, to issue securi¬ 
ties of the value of Rs 92.52 
lakhs — Rs 56.52 lakhs in 
equity shares and creation of 
charge in respect of an in¬ 
terest-free loan of Rs 35 lakhs. 


The proceeds of the issue 
will be utilised to satisfy the 
consideration for taking over 
of the undertaking in Tndia of 
M/s. Nam-dang Tea Company 
Limited, incorporated in UK. 

Interim Dividend 

The Upper Doab Sugar 
Mills Ltd, has declared a se¬ 
cond interim dividend of 10 
per cent on equity shares for 
1971-72. This together with 
the first interim dividend, 
already declared and paid, 
makes a total of 20 per cent 
for 1971-72. During 1970-71 
the company paid a dividend 
of 17.5 per cent. 

Licences and Letters of 
Intent 

The following licences and 
letters of intent were issued 
under the industries (Develop¬ 
ment and Regulation) Act 
1951 during the four weeks 
ended October 28, 1972. The 
list contains the names and 
addresses of the licensees, arti¬ 
cles of manufacture, types of 
licences — New Undertaking 
(N.U.); New Article (N.A.); 
Substantial Expansion (S.E.); 
Carry on Business (C.O.B.); 
Shifting — and annual instal¬ 
led capacity. 

Licences Issued 

Metallurgical Industries (Fer¬ 
rous) 

M/s Nathuni Steel Pvt Ltd, 
Adjoining Vidhya Vihar Rail¬ 
way Station (West), Bom bay- 
86 (A.S). (Nagpur-Maharash- 
tra) Castellated Beams, 
Wide Planged Beams and *T 
sections and allied Fabrication 

— 1500 tonnes—(NU). 

Metallurgical Ind. (Non-ferrous) 

The Chaiiman-cum-Manag- 
ing Director, Hindustan Zinc 
Ltd, Udaipur Debari-Udaipur 

— Rajasthan — Electrolytic 
zinc metal 18000 tonnes; 
Sulphuric acid 38000 tonnes; 
Phosphoric acid 24,000 tonnes; 
Triple super phosphate 
66000 tonnes; Cadmium—75 
tonnes; Zinc Sulphate 1500 
tonnes; Copper sulphate 300 
tonnes—(SE). 

Mr Ganga Bishan Agarwala 


West & Sewaria Salanpur col¬ 
liery P.O. Katrasgarh, Dhan- 
bad (Bihar) (Dhanbad—Bihar) 

— Coal — 10,000 tonnes— 
(COB). 

Electrical Equipment 

M/s Indian Cable Industries 
Bombay-Poona Road, Pimpri 
Poona-J 8 (Poona-Maharash¬ 
tra) — High Frcqucncy/Radio 
Frequency Cables—1000 km 

— (SE); M/s Hindustan Cables 
Ltd. Moula Ali Lane In¬ 
dustrial Estate P.O. Hindustan 
Cables). (Hyderabad-Andhra 
Pradesh) Paper Insulated 
Cables 3900 S.K.M.S. Jelly filled 


Cables 1100 S.K.M.S. — (NU); 
M/s Geep Flash light Industries 
Ltd, 28, South Road, Allahabad 
(UP). (AHahabad-UP) — Mid¬ 
get Electrodes. 300 million 
Nos — (SE); Mr D.N. Pa- 
taodia, N-108, Panchshila Park 
New Delhi-17 (Haryana/UP)— 
Paper capacitors (electrical) 1.5 
to 2.5 microfared 350 volts. 
15,00,000 nos — (NU). 

Transportation 

M/s Hind Cycles Lid., 
250, Worli, Bombay-25 
(Ludihana—Punjab) — Pro¬ 
cessing of Bicycle parts to the 
extent of requirements of their 


Dividends 


(Per cent) 


Name of the 
compay 

Vear ended 

Equity dividend 
declared for 

Current Previous 
year year 

Higher Dividend 




New City Bombay 

Mfg. Co. 

Standard Pharma- 

December, 31, 1972 

6.0 

Nil 

ceuticals 

Shrec Vallabh Glass 

March 31, 1972 

11.0 

10.0 

Works 

March 31, 1972 

12.0 

8.0 

H icks Thermometers 

Same Dividend 

September 30, 1972 

6.0| 

Nil 

Aryodaya Spinning 

& Weaving Co. 

March 31, 1972 

12.0 

12.0 

Bhopal Sugar 

September 30, 1972 

20.0 

20.0 

Model Mills 

June 30, 1972 

Nil 

Nil 

Naihati Jute 
Varadhalakshmi 

March 31, 1972 

Nil 

Nil 

Mills 

Zandu Pharmaceu- 

September 30, 1972 

15.0 

15.0 

ticals 

Walehandnagar In- 

March 31, 1972 

6.0 

6.0 

dustrics 

September 30, 1972 

Nil 

Nil 

Exeel Industries 

September 30, 1972 

16.0 

16.0 

Firth Sterling Steel 
Mandya National 

March 31, 1972 

10.0 

10.0 

Paper 

June 30, 1972 

Nil 

Nil 

Sankey Wheels 

Reduced Dividend 

December 31, 1972 

Nil 

Nil 

Shree Gopal Indus- 

tries 

June 30, 1972 

Nil 

5.0 


tMaidcn dividend 
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existing Bicycle Factory at 
Bombay ~ (COB). 

Industrial Machinery 

M/s Busching Schmitz Pvt. 
Lid, 66, Ring Road, Lajpat 
Nagar-llI New Dclhi.-24 
(Faridabad-J faryana) - Pro¬ 
cess Machinery for chemical 
Fertilizers, etc. Industries - 
Rs 21 lakhs - (COO). 

Machine Tools 

M/s Veljan Hydrair Pvt., Ltd, 
Balanagar, i lyderabad --37. 
(Hyderabad-Andhra Pradesh, 
—Pneumatic & Hydraulic 
Equipment - Rs 75 lakhs — 
(SE). 

Agricultural Machinery 

M/s Automobile Products of 
India Ltd., Lai Bahadur 
Shastri Marg, 0 hand up, Bom¬ 
bay-78. (Partapgar h-U P)— 

Lcyland Nuffield -154 (B1MC 
4/25) Diesel Agricultural Trac¬ 
tors (25PP) 12000 Nos. (Nil) 

Mechanical Engineering 

M/s Central Magnet Wire 
Products Pvt. Ltd, Boatwala 
Building, 3rd Moor Room No 
4, Fort, Bombay-1 (Ratlam- 
MP) —Dies & Moulds — Rs 
30 lakhs—-(NA) M/s Greaves 
Cotton & Co Ltd, 1 Forbes 
Street, Port, Bombay. (Nasik- 
Maharahstra) - Rolling Cutter 
Rock Drills Bits— 3000 Nos— 
(NU). 

Fertilizers 

The Managing Director, 
Fertilizer Corporation of India 
Ltd, New Delhi. (Gorukhpur- 
UP)—UR FA - -Expansion from 
1,74,000 tonnes to 2.85,000 
tonnes (SL). 

Drugs & Pharmaceuticals 
Mr D.S. Patel Yusuf Build¬ 
ing, Mahatma; Gandhi Road, 
Port-Bombay-1. (Gujarat)- - 

Empty Hard Galatine Capsules 
-■ 200 million no. (NA). 

Paper & Pulp 

M/s Orient Paper Mills l td, 
UCO Bank Building, 3rd Moor, 
Parliament Street, New Delhi. 
(Amlai-M.P.) Pulp 85000 
tonnes; Paper -850(H) tonnes - 
(COB); The Straw Paper Mills 
of India Ltd, 3-6-27/3 Basheer 
Bagh, Himayat Nagar, Hydera¬ 
bad (Karimganj) (AP) —Straw 
Paper & Liner Paper- -7500 
tonnes -- (NU). 

Food Processing Industries 
M/s Duke & Sons Ltd, 
Sunderbaug Estate, Wadala- 


Borla Road, Chamber, Bom- 
bay-7 1. (Chember-Maha- 

rasthra) — Soft Drinks — 
134.16 Million Bottles — (NU); 
Mr Krishan Gopal Agarwa), 
C/o M/s Prem Bhagat & Co., 
Fatchgunj Mandi, JulJ under, 
(lull under-Punjab) — Wheat 
Products — 30,000 tonnes • - 
(NU). 

Letters of Intent 

Metallurgical Industries (Fer¬ 
rous) 

Andhra Pradesh Industrial 
Development Corpn Ltd, B-l- 
174 Fateh Maidan Road, 
P. B. No. 13, Hyderabad-4). 
(Andhra Pradesh) — Sponge 
Iron — 30000 tonnes - - (NU); 
Shri Deepak Rathi, 29, Sadhana 
Colony, Opp. Malviya Nagar, 
New Delhi. (Uttar Pradesh) — 
Castellated Beams 1000 ton¬ 
nes, Broad Flanged Beams, 
‘T’ sections & its connected 
fabrications 6000 tonnes; 
Structural 8000 tonnes — 
(NU). 

Metallurgical Industries (Non- 
Ferrous) 

M/s Modi Industries Ltd., 
Modinagar (UP) (Modinagar- 
UP) —Aluminium Cops 25 
lakhs — (NA); M/s Ushal 
Electronics (India) Pvt. Ltd, 
B-27, Greater Kailash, New 
Delhi, 48. (Haryana-Mysorc- 
Maharashtra) — Etched Alu¬ 
minium Foil ** 50 tonnes; 
Electrolytic capacitiors - 5 
million Pcs. — (NU). 

Electrical Equipment 

Shri C.J. Desai, Examiner 
Pi ess Building Nagindas Mas¬ 
ter Street, Bombay-1. (Maha¬ 
rashtra) -Electric Lamp Caps; 
E-27 50 millon; E-27 20 
million pa; E-40- 2.5 million. 

- (NU); M/s Voltas Limited, 
19, Graham Road, Ballard 
Estate PB No 1198, Bombay-1. 
(Thana-Maharashtra) - Elec¬ 
trostatic Precipitators 14 Nos 
Rs 210 lakhs - (SE); M/s In¬ 
dian Cable Industties Bombay- 
Pooiia Road, Piinpri, Poona- 
18. (Pimpri — Maharashtra)— 
House wiring cables & Flexi¬ 
ble Cables 20 million core me¬ 
ters -- (SE); M/s Larsen & 
Toubro Ltd, Gulab Bhavan, 
2nd Floor Bahadur Shah Zafar 
Marg, New Delhi. (Bombay- 
Maharushtra) - - industrial 
Electronic control Panels — 
2500 no. Electronic Devices — 
30,000 nos — (NA); Shri N.S. 
Sethuraman, C/o Sethuram 


Thiagarajan & Co., 1751 
Mount Road, Madras-2. 
(Chingleput-Tamilnadu)—HRC 
Fuses of II KV and above 
10,000 — Rs 16.50 lakhs. Me¬ 
dium Voltage HRC fuse links 
—24000 nos Rs 24.00 lakhs; 
Television, Telegraph & Tele¬ 
phone Exchange Surge Suppres¬ 
sion —- Resistors, — 1000000 
nos — Rs J1.000 lakhs Panto¬ 
graph Type and Switching Iso¬ 
lators for EHV system (66 
KV-400KV)—Rs 55.00 lakhs; 
—Total—106.50 lakhs —(NU) 

Transportation 

M/s Engineering Services A- 
18-19, 1st Floor, Shalimar In¬ 
dustrial Estate, Matunga Bom¬ 
bay-19, (Maharashtra) — Fly 
Ring Gears — 100000 Nos; 
Fuel Pumps for Petrol Vehi¬ 
cles - - 6000 Nos; Alternators 
for two wheelers ~~ 3600 nos; 
Control Cables <150000 sets 
—(NU); M/s Flindustan Mo- 
nark Pvt Ltd, 20/1 Asaf Ali 
Road, New Delhi. Ghaziabad- 
(UP) - ■ Complete Bicycles 


L Now two 


1*20,000 nos. — (NA); M/s UP 
Machine Tools Co, A-10, In¬ 
dustrial Area-3 Meerut Road, 
Ghaziabad, (Ghaziaba t d UP) 
* - Bicycle Hub Axle complete 
with Cones and Nuts — 
—2000000 pairs; Bottom Brac¬ 
ket Axle — 2000000 pieces; 
Bottom Bracket Caps (set of 3) 
—2000000 sets; (Twenty lakhs 
pairs/pieces/sets.) — NU). 

Industrial Machinery 

M/s Eimco-Elecom (India) 
Ltd, C/o Elocon Emgg. 
Co., Ltd., Vallabh Vidyanagar, 
Distt. Kaira (Gujarat). Kaira 
—Gujarat— Steel Plant Ro¬ 
ckers — 15 Nos; Tunnelling 
Loaders — 25 Nos; Air Mo¬ 
tors (for captive use only)—25 
Nos; Spares—Rs 21.50 lakhs; 
M/s Bombay Alloy Steel In¬ 
dustries Pvt Ltd, 87, Nagdevi 
Cross Lane, Bombay-3 (BR) 
(Bombay-Maharashtra) — Bea¬ 
ter and Refiner Bars and Beds 
Plates 300 tonnes worth Rs 
45 lakhs (SE); M/s Snail 
Spanners (India) & Tools 

anches in 




State Bank announces the opening on 
p 1st March, 73 of its second branch 
in London. This branch is in the West 
End Area at Clarendon House, 
10/12 Clifford Street, London W1. 

The other branch is on 
14/18, Gresham Street, 

London EC 2P2JP. 

O 

State Bank 
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Ltd, 87, Nagdcvi Cross 
Lane, Bombay-3. (Bombay- 
Maharashtra) — Beater & 
Refiner, Bars and Bed Plates 
— 3C0 tonnes worth Rs 45 
lakhs — (SE); M/s Rajinder 
Paper Mills, 701-2, Akash 


Deep, Barakhamba Road, New 
Delhi. (Ballabhgar-Haryana)— 
Duplex cutters — 6 Nos; Disc 
Refiners - 24 nos; Drinking 

Floatation cells — 30 nos; 
Pressure Screens - 12 nos. 

—■(NC); M/s Jyoti Limited, 


Industrial Area, P.O. Chemical 
Industries, Baroda (Baroda- 
Cujarat) — Mechanical seals 
1500 nos—(NA); Shri Charan- 
iit Singh, 9, Friends Colony, 
Mathura Road, New Delhi, 
(Delhi)—Complete A ulomatic 


Bottling Plants—25 plants — 
(NU); Shri K.C. Parikh, C7o 
M/s Associated Trading Corpn. 
Room No. 21, Western India 
House, Sir Phiro/shah Mehta 
Road. Bombay-1. (Barodu- 
Gujarat) . Precision Grade 




A get-together of 
smiles.Once again 
you’re in the 
limelight ... as the life 
of the party. 


, 1 VM kS 


Live it up as nevsr 
before in a Man-Age 
Suiting. The spectacular 
range of runaway 
colours and designs in 
GWALIOR SUITING 
is your new way to 
manage I 


MAIM 


SUITING 


look of the wear 
pick of the feet 
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High Carbon Chrome Steel 
Balls for Ball Bearings 16 mil¬ 
lion Nos. ~~ INU). 

Machine Tools 

M/s Kcmen Pvt. Ltd, Hari- 
lela House, Mint Road, Bom¬ 
bay-1. (Nasik- Maharashtra) — 
Spring Coiling Machines 41 
nos; Spring Square Grinding 
Machines 7 Nos. -(NU). 

Engg. Industries 

M/s Laxmi Chand Bagaj 
Ltd, 79, Bombay Samachur 
Street, Bombay-1. (M aha- 

rashtru/Gnjurat) llobs - 
2500 nos; Shaping Cutters 
2500 nos. Cutters & Blades 
for cutting Beval & hypoid 
gears -500 nos. - (NU). 
Commercial Equipments 

M/s Caracters Types (IM.) 
Ltd, 13, Sardar Patel Marg, 
Allahabad (UP). (Allahabad- 
UP) •— Steel types for type¬ 
writers & Teleprinters 5 
million Nos. - (NU); M/s 
Mahendra & Mahendra Ltd, 
Worli Road, No 13, Worli, 
Bombay-18. (Bombay-Maha- 
rashtra) - foetus Monitors 
- 500 nos (NA). 

Chemicals 

M/s Kerala Slate Industrial 
Dev. Corpn. Ltd, P.B. No. 
105, VellayambaJmn, Trivan¬ 
drum-1. (Kerala) HDPF. 
Sacks* 6 million nos (NU). 
M/s C’aprihans (India) Pvt., 
Ltd, Block *D' Shivasagar, 
Estate, Dr. Annie Besant Rd., 
Worli, Bombay-18. (Maha¬ 
rashtra) Industrial & Deco¬ 
rative Laminates 2000 ton¬ 
nes alter expansion, - (SE); 

M/s Lube India Ltd. AdmmiiK 
ration Building, Corridor Road 
MahuJ, Bombay-74. (Bonibay- 
Maharashtra) Carbon Black 
feed stock- 32000 tones. 
(NA). 

Textiles 

M/s I he Pioneer Textiles. 
Post Box No. 845 Pcciamedu 
Post, Coimbatore-4. (Coimba- 
torc-Tanvl Nadu) Cotton 
yarn 12760 spindles — (SE); 
M/s Modi Rayon and Silk 
Mills Modmagar, Meerut 
(Modinagar-UP)- Art silk & 
Synthetic knitted Fabrics 
substantial expansion by way 
of acquiring and installing 3 
warp knitting machines from 
M/s Hanuman Prasad & Co., 
Mod inagar UP- (SE). 

Paper & Pulp 

M/s Bharat Tissue 209, Pim- 


pri, Poona-18. (Poona-Maha- 
rashtra) — Electrical Grade 
Tissue paper for Capacitors 
and cables 700 tonnes; 
MetalJicsed and lacquered tis- 
sie paper - 100 tonnes — 
(NU). M/s Pudunijee Pulp 
& Paper, Mills Limited, 60, 
Forbes Street, Bombay-1. BR. 
(Poona-Maharashtra) - Pa¬ 
per (Grease Proof & glassine) 
expansion from 5000 to 11000 
tonnes - (SL). 

Rubber Goods 

M/s Printers Engg, Co., 20, 
Sir Phirozshah Mehta Road, 
fort, Bombay-1 HR. (Thana- 
Maharashtra) Rubber Co¬ 
verings for Rollers for print¬ 
ing and other industries 
90;000 nos. -- (NU). 

Glass 

M/sSylvania &LaxmanLtd, 
68/2 Najafgarh Road, New 
DcMv-5 (Delhi) Lead Glass 
Tubings and Rods - 1200 
tonnes - (NA). 

Cement & Gypsum Products 

M/s Ganga Corporation As¬ 
bestos Private Ltd., 19, Pan- 
chkuin Road, New Delhi. 
(Lucknow-UP) -- Asbestos 
Cement Pressute Pipes of 6 
diameter 30,000 tonnes 
(NU); The Himachal Pradesh 
Mineral and Dev. Corpn. Ltd., 
Kishore Bhavan, The mall 
Simla. (Samoloti-Kangra-HP) 

- Port land Cement - 
2,000,00 tonnes (NU). 

Changes in Names of 
Owners or Under¬ 
takings! 

(Information perlains to 

particular Licences only) 

From M/« Machine Textile 
Pvt. Ltd, 5, Prayag Street, P.B. 
No. 28, Allahabad (UP) |o 
M/s Ganga Steel atul Alloys 
Co. Ltd, Mohmoodabad Estate 
Building, Hazara* Gunj, 
Lucknow UP; from M/s 
Sarablmi M. Chemical Wadi- 
Baroda (Gujarat) M/s North 
Searsole colliery M/s Sarabhai 
M. Chemicals Private Limited. 
M/s Searsole Mining Indust¬ 
ries Pvt. Ltd, from Shri P.O. 
bul Reddy, 31, General Patters 
Road, Madras-2, to M/s Indo 
National Limited.. From M/s 
Coles Cranes of India Ltd, 
P.B, No 615, Caleulta-58.. to 
M/s Indian Crane Company 
Limited. 



There is more to us 
than meets the eye 

Did someone tell you that MSSIDC only sells raw materials? 
That is not true. We do a lot more. 

For instance, we market a wide range of SSI products. 

We import as well as export. We go to the rescue of 
many a small scale industry in trouble. We promote 
industrywise consortia to push SSI products forcefully 
both in domestic and international markets. 

We now give indigenous machinery upto Rs. 2.5 lakhs on 
hire-purchase and have a scheme for imported machinery. 
We even run a very modern sales emporium in New Delhi. 
We bring out a series of publications 
to champion the cause of the small scale industry. 

As for raw materials, did you know we deal in more than 
40 items of ferrous and non-ferrous metals and chemicals? 
Did you know we are now able to supply 
you with 20 more imported chemicals at STC's price? 

In fact, making varied services available to 
small scale industries is MSSIDC’s big business. 
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MAHARASHTRA SMALL SCALE INDUSTRIES 
DEVELOPMENT CORPORATION LTO. 

(A Govt, of Maharashtra Undertaking) 
Krupanidhi. P.B. No. 311 A, Ballard Estate Bombay t. 
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CHAIRMANS' STATEMENT 


THE INDUSTRIAL CREDIT AND INVESTMENT 
CORPORATION OF INDIA LIMITED 

H. T. Parekh 
ICICI Chairman 

refers to improved working of industry in 1972 

* Dangers of standing still 

* Need for speedy decisions by Government 

* Call for Pragmatic Approach to Industrial Growth 


The following is the ex¬ 
tract from the Statement of 
the Chairman. Shri H.T. 
Parekh. circulated to the 
Shareholders with the Direc¬ 
tors’ Report and Accounts 
for the year ended Decem¬ 
ber 31. 1972. 

The end of the year 1972 
has not maintained the eu¬ 
phoria which one saw at its 
beginning. Early 1972 saw 
a new confidence in India 
arising out of the emergence 
of Bangladesh as a new in¬ 
dependent country—an event 
to which this country contri¬ 
buted not a little. In the 
aftermath of this event. India 
withdrew its military presen¬ 
ce in the newly independent 
country, and the Bangladesh 
administration was able to 
inspire confidence in its na¬ 
tionals who had migrated to 
India for safety, to return 
to their homeland. We had 
also carried out elections in 
most of our States, thus re¬ 
affirming the faith in the 
democratic process. 

The whole series of events 
lent a certain strength to the 
country’s political and eco¬ 
nomic position. Politically, 
the emergence of Bangladesh 
as a friendly nation has help¬ 
ed to improve India’s status 
in the region; the new align¬ 
ment has brought about a 
geo-political structure in the 
region which is in keeping; 
with India’s peace-loving po¬ 
licy. India has also tried to 


consolidate this situation by 
friendly gesture to the neiw 
administration in Pakistan, 
resulting in the holding and 
successful conclusion of the 
Simla summit. 

Considered in the light of 
this situation, the economic 
gains made by the country 
during 1972 must be consi¬ 
dered unsatisfactory. After 
a series of five years of good; 
harvests, our luck with the 
monsoon seemed to have run 
out in 1972; the kharif crop 
has been substantially lower 
than in the previous year, 
and the loss, despite the ener¬ 
getic steps taken by the Gov¬ 
ernment to increase output in 
the rabi season, is likely to 
be only partially made good 
by the rabi crop. 

A failure of monsoon, on 
the scale we had in the 1972, 
season, has wide repercussi¬ 
ons on the economy despite 
our attempts to insulate our 
economy from them. Given 
the dependence upon hydeK 
power, such failure has a 
direct impact on power sup¬ 
ply, and the country is faced 
with power cuts in several. 
States. One of the major fac¬ 
tors in the present power cri¬ 
sis is the poor maintenance 
of power generating units. 
Considerable progress has 
been made in the matter of 
preventive maintenance in 
advanced countries, and we 
need to bring to the manage¬ 
ment of our power generating 


units modern management 
techniques. 

A failure of monsoon has 
also indirect repercussions 
on the economy. Firstly, it 
involves import of foodgrains 
and a consequent drain on 
our foreign exchange reser¬ 
ves, though fortunately such 
imports are likely to be mar¬ 
ginal in relation to our do¬ 
mestic production and con¬ 
sumption. Secondly, a short¬ 
age of foodgrains leads to u 
rise in their prices, and con¬ 
sequently, to a rise in wages 
and a difficult labour situa¬ 
tion. Finally, the extensive 
power cuts arc likely to have 
an adverse impact on the ris¬ 
ing trend in industrial activi¬ 
ty, which was noticed in the 
first nine months of 1972. 

After its poor perfoimancc 
in 1971-72. industry had be¬ 
gun to show signs of an up¬ 
turn in the first three quar¬ 
ters of 1972. This upsurge 
was led by cotton textiles 
w'hcre plentiful and cheap 
supply of cotton helped Lo 
stimulate both production 
and demand foi cotton 
textiles. However, this would 
have given only about 
a 2 to 2.5 per cent gain to 
the industrial production in¬ 
dex; the much larger rise in 
the index suggests that reco¬ 
very in industrial production 
is more broad-based. Gra¬ 
dually, it is becoming appa¬ 
rent that demand is catching 


up with production facilities 
in a number of ' industries. 
The Government should try 
to bring about the rapid 
rehabilitation of sick cotton 
textile mills, and provide for 
expansion of the cotton tex¬ 
tile industry to provide for 
greater domestic availability 
and increasing exports. It 
should also consider the pos¬ 
sibility of extending the exis¬ 
ting list of industries in 
which it has allowed freedom 
of production above licensed 
capacity. 

The picture in the tertiary 
sector is not so satisfactory. 
The level of railway traffic 
and wagon-ordering remains 
low, though currently steps 
are being taken to improve 
the working and efficiency of 
railways. Power generation, 
as I mentioned earlier, has 
been affected by poor rain¬ 
fall; its impact will be felt 
on industrial production du¬ 
ring the period September 
1972 to June 1973. 

India’s exports have shown 
a welcome rise in the firsts 
nine months of 1972, though 
it must be rccognisod that 
the rise reflects essentially a 
fulfilment of the aid commit¬ 
ment to Bengladcsh; it is 
only to the extent that we 
arc able lo consolidate the 
gains out of aid in the form 
of long-term commercial 
entry into the Bangladesh 
market that we would benefit 
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from this trade. On the 
other hand, with renewal of 
foodgrain imports, our im¬ 
port bill is likely to rise subs¬ 
tantially in the first half of 
1973, and the comfortable 
foreign exchange reserve 
situation which we have so 
far enjoyed is likely to be 
impaired to some extent in 
the coming months. 

At no time in the last 20 
years has the banking sys¬ 
tem shown such liquidity as 
during 1972. To some extent, 
this was a result of the more 
rapid accretion of banking 
deposits. However, the main 
factor in the considerably re¬ 
laxed credit situation through¬ 
out 1972 was the low de¬ 
mand for credit from the irir 
duslrial and trading sector. 
In fact, the Government sec¬ 
tor seems to have been res¬ 
ponsible for whatever littlqf 
expansion has taken place in 
demand for bank credit. 
With a poor harvest and 
continued increase in money 
supply, the price situation 
worsened, the avciage rise in 
price level being 12 jxrr cent 
in 1972. 

Summing up. I would con¬ 
sider that except in industrial 
production, there was a mar¬ 
ked setback in the economic 
situation in 1972; moreover, 
the aftermath of this setback 
is likely to be felt at least till 
the middle of 1973. 

The Government needs to 
determine its economic policy 
in the light of this situation 
and its long-term goals. Gra¬ 
dually. thinking is getting 
crystallised on the long-term 
objectives. The Planning 
Commission has come out 
with an Approach Paper on 
the Fifth Plan. It accepts 
the basic philosophy of hav¬ 
ing a time-bound program¬ 
me for providing minimum 
subsistence to all as the 
main objective of planning, 
and proposes a development 
strategy intended to achieve 
this objective. This repre¬ 
sents a major advance in out 
planning effort. 

However, increased wel¬ 
fare is clcnrl\ related to en¬ 


largement of the national 
cake, and it is on policies re¬ 
lated to this aspect of plan¬ 
ning that the achievement 

of the new planning objective 
depends. 

It is in this field that wo 
need to do fresh thinking on 
planning and policy issues. 
The experience of the last 
four years shows that hesita¬ 
tion in taking policy decisi¬ 
ons leads to a situation of? 

drift. While we could 

afford such drift in a 

situation of expanding 
agriculture production and 
relatively stable price level 
as during the last four 
years we can hardly afford 
to stand still in the context) 
of increasing supply of la¬ 
bour, and demand for crea¬ 
tion of employment oppor¬ 
tunities. The only means of 
creating employment oppor¬ 
tunities is revival of invest¬ 
ment activity. 

In development, time is the 
commodity in shortest sup¬ 
ply. As expectations rise, 
the dangers of standing still, 
of letting time pass, multiply. 
This is particularly so in a 
democratic set-up where the 
Government has to be respon¬ 
sive to, and keep up with 4 
peoples expectation. A situa¬ 
tion of immobilism creat¬ 
es its own counter-action in 
the form of restlessness. 

There is no worse example 
of the cost of delay and in¬ 
decision than our oil pro- 
gi amine. Oil exploration has 
been going on at a slow pace, 
and a firm decision on dril¬ 
ling at Bombay High was 
avoided for a long time. As 
a result, our import bill on 
oil has been inci casing rapid¬ 
ly, and. given our require¬ 
ments of oil under the Fifth 
Plan, is likely to increase 
even more rapidly during the 
coming years. 

further, the impact of any 
investment decision is felt on 
production only after a lag 
of time. The impact of thci 
failure to invest during thci 
last three years will be felt in 
production which would he 


lost in the coming three years. 
Taking only one example of 
cement, during the last two 
years cement-machinery-mak- 
ing plants have suffered from 
excess capacity owing to* 
lack of orders. Simultane¬ 
ously, cement is beginning 
to get in tight supply, and in 
the next two years, there is 
likely to emerge a sharp 
shortage of cement. The re¬ 
cent decision to seek foreign 
help for setting up live lar¬ 
ge fertiliser projects is ano¬ 
ther consequence of the fai¬ 
lure to make the most of 
time when it was available. 
Such alternate bouts of in¬ 
vestment famine and exces¬ 
ses lead to waste of indus¬ 
trial capacity through non¬ 
usage, loss of market oppor¬ 
tunities and a distortion of 
planning decisions. 

The long run problem of 
development will be taken 
care of by decisions now be¬ 
ing taken on the Fifth Plan. 
The coming twelve month* 
will sec the emergence of a 
broad policy framework 
within which such decisions 
will he taken. 

Since 1951 when we com 
mcnced planning, the coun¬ 
try has come a long way 
from being a producer of a 
few industrial goods, we 
have built up a vast indus-. 
trial structure which is inter¬ 
related. This is evident from 
the fact that while a shortage 
of steel would hardly have 
had any impact on the coun r 
try in 1951. to-day it has) 
widespread repercussions on 
production in different sec¬ 
tors and thus on the econo¬ 
my. Secondly, apart from 
its general powers, the Gov¬ 
ernment now controls, 
through banks and finance 
institutions, most of the fin¬ 
ancial resources flowing with¬ 
in the economy. 

In a sense, these changes 
have brought about a situa¬ 
tion where the Government 
has acquired powers whiA 
could deal with the situation 
it seeks to control. For. it 
has to be realised that the> 
task of controlling an econo¬ 


my becomes more complex 
as the economy becomes lar¬ 
ger and its production struc¬ 
ture gets integrated. Former¬ 
ly, a stoppage of investment 
in, say, the cement indus¬ 
try meant that imports of 
cement machinery were stop¬ 
ped. thereby also saving for¬ 
eign exchange; to-day a stop¬ 
page in cement expansion 
has a chain reaction on the 
domestic industry, leading to 
idle capacity in cement ma¬ 
chinery units, their ancillary 
suppliers and so on. Shortage 
of cement also affects road 
and other construction acti¬ 
vities, and thus retards the 
growth of employment op-* 
portunities. This has ac¬ 
tually happened in the case 
of coal and railway wagon 
demand, and is responsible 
for the slackness in the engi¬ 
neering sector. In fact, the 
economy lias so developed 
during the last twenty years, 
that the minimum level of 
investment required to keep 
it fully operative has increas¬ 
ed considerably. The present 
slackness in the economy in¬ 
dicates that investment is not 
taking place at the level re¬ 
quired. 

Given these inter-relations, 
the task of managing eco¬ 
nomy has also become more 
difficult. Any official decision 
at one point—for example, 
import of companents—has 
far-reacliing repercussions all 
along the line. Moreover, 
the number of decisions 
needed to be taken is far 
larger and far more complex 
than in the early days of 
planning. If the administra¬ 
tive decision-making machi¬ 
nery is not clogged up to¬ 
day. it is mainly because, 
with the economy operating 
at a low pace, the pressure 
on it is less. The number of 
industrial licences issued in 
early-sixties was about 1.5(H) 
per year. Even after the re¬ 
cent increase in exemption 
limit, given the rise in prices 
and increase in the. size of 
the economy that has occur¬ 
red, even to maintain the 
relative rate of investment, 
the number of industrial li¬ 
cences required to be Issued 
today would be about 2,000 
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against less than 5(H) actual¬ 
ly being issued. 

Whatever the objectives- 
and let us recognise that 
there is little difference of 
opinion within the country 
on the objectives- ultimately 
it is on production and in¬ 
vestment policies and their 
effective implementation that 
ihe attainment of the objec¬ 
tives depends. Experience 
has shown that the period of 
i n i piemen tation— of gestation 
- of projects has been unduly 
long, and that plan achieve¬ 
ments have been at least 10 
to 15 per cent below targets. 
This is not because the tar¬ 
gets were ambitious; by any 
standards the targets have 
been modest. What has held 
up implementation is the 
slow pace at which the ad¬ 
ministrative machinery func¬ 
tions. 

With the vast degree of 
Government intervention .in 
the economy -the latest exam¬ 
ples are amendments to the 
company and foreign exchan¬ 
ge laws- it is necessary to 
iccognise that the Govern¬ 
ment has become the fifth 
factor of production. It is 
necessary that the Govern¬ 
ment carries with it the sup¬ 
port of the industrial com¬ 
munity in the various mea¬ 
sures it proposes for induv 
trial revival and reforms. 

Hie need to maintain over¬ 
all supervision over, and dir¬ 
ection of. 1 lie economy will 
continue in future. The broad 
contours of the development 
strategy would be laid down 
by the Planning Commis¬ 
sion. Within this framework, 
the Government needs to 
consider whether the proce¬ 
dural machinery and ad¬ 
ministrative restraints are in 
consonance with the require¬ 
ments of the economy unq 
whether the Government 
cannot achieve the same ob¬ 
jectives through different 
means. 

ft is here that the Govern¬ 
ment, through its control of 
financial resources, can 
make its policies more effec¬ 
tive without making the ad¬ 
ministrative machinery more 


cumbersome. Today, no lar¬ 
ge investment proposal, whe¬ 
ther for a new project or 
expansion of an existing un¬ 
dertaking. can go through 
without the banks and finan¬ 
ce institutions being involv¬ 
ed in its financing. It is 
necessary that the Govern¬ 
ment takes speciiic measures 
to improve the climate. In 
this connection. I am glad 
to note that the Government 
is examining the problem 
regarding resumption of for¬ 
ward trading in shares. 

If the economy is to take 
off. the rate of investment in 
industry will have to increase 
manifold over its present 
low level. In terms of exist¬ 
ing administrative machine¬ 
ry, it will involve issue of 
2.000i2.500 industrial licen¬ 
ces per year, an increase 
(though not to the same ex¬ 
tent. thanks to the develop¬ 
ment of local production 
facilities) in import licence 
for'capital and current goods, 
and capital issues consents 
of Rs 300 crores per year 
(gainst about Rs 100 cror- 
ePat present) It is neces¬ 
sary that we adapt our 
policies and gear our admi¬ 
nistrative machinery to deal 
with this volume of business, 
il it is not to act as a bottle¬ 
neck to industrial expansion. 
Government proposes to ge¬ 
nerate huger incomes in the 
low-income groups. This will 
have its impact on the de¬ 
mand pattern in the economy 
fn the field of industry 
this requires that the Gov¬ 
ernment takes responsibilit y 
only for laying down target's 
for key or core sectors of 
industry. The industrial sec¬ 
tor should be left free to res¬ 
pond to the demand situa¬ 
tion created by the Govern¬ 
ment's development and in¬ 
come policies, and to propose 
investment programmes in 
the light of the market con¬ 
ditions in the economy. Pro¬ 
ject costs have been rising, 
particularly over the last 
four years which have seen 
inflationary trends persist even 
^advanced countries. Under 
tne existing exemption li¬ 
mits, the number of projects 
needing industries licensing 
would be large when indus¬ 


trial investment picks up: 
I suggest that the Govern¬ 
ment consider the possibility 
of increasing the investment 
limit for industrial licensing 
from the present Rs 1 crorc 
to Rs 3 crores letting all in¬ 
vestment below Rs l crorc 
free. This will reduce the 
burden on administrative 
machinery and facilitate the 
flow of administrative deci¬ 
sions. 

Tn this context, it is also 
necessary for the Govern¬ 
ment to adopt a clear policy 
on industrial growth. The 
rale of investment required 
in industry and the rate of 
growth of industrial produc¬ 
tion envisaged under the 
Hfth Plan arc much greater 
than have been achieved 
during the past five years. 
If these targets are to bd 
achieved -and the situation 
hardly allows the Govern¬ 
ment any choice in this 
matter- it is not possible to 
continue with a drift in in¬ 
dustrial policy. In this con¬ 
nection, I welcome the recent 
announcement of the Govern¬ 
ment redefining the large 
houses and widening the 
scope for its operation by 
enlarging the core sector. 
With this clear enunciation, 
1 do hope that new invest¬ 
ment will be resumed vigo¬ 
rously. 

In the past, established 
houses are estimated to have 
been responsible for appro¬ 
ximately half of the indus¬ 
trial investment in the coun¬ 
try. The Government cannot 
expect to decapitate this sec¬ 
tor without filling the gap 
so created by finding other 
entrepreneurs. This will 
lake lime; in the meanwhile, 
what the Government should 
try to do is to lay down the 
conditions—like broadening 
of shareholding—under which 
investment by established 
houses would be allowed and 
to provide appropriate in¬ 
centives to smaller entre¬ 
preneurs to enable them \o 
grow faster. 

The Government has re¬ 
cognised the need for a more 
flexible, pragmatic approach 


in respect of off-shore oil 
exploration. Foreign capital 
does not bring in only finan¬ 
ce, but it also gives the coun¬ 
try access to new technology 
management and marketing 
techniques. It is to be hop¬ 
ed that the Government wUI 
gradually extend this prag¬ 
matic approach to other 
sectors of the economy. 

One other aspect of the 
current inflationary trends is 
the rising cost of projects. 
Apart from creating prob¬ 
lems of raising finance, it 
also creates problems of via 1 - 
bJiity of projects—particular¬ 
ly in the context of a pria* 
freeze, formal or informal, 
the products of the indus¬ 
tries. The Government does 
need to give thought to the 
inhibiting impact of such 
price freezes on investment, 
in the light of the growth^ 
requirements envisaged foi? 
the industries concerned. 

implcmcntalion of an in¬ 
dustrial programme is not 
only a matter of wishing it 
or of setting targets. Hard 
decisions have to be taken 
in respect of choice of agen¬ 
cies, allocation of resources, 
and giving of administrative 
sanctions. This is the time 
when the Government, lear¬ 
ning from the experience of 
the recent past, should work 
out a clear policy for indus¬ 
trial growth. Planning can 
be effective at the implemen¬ 
tation to the extent il involv¬ 
es people in the planning 
effort. 

During the year under 
review, the Corporation 
augmented its rupee resour¬ 
ces by an issue of debentures, 
of Rs 7 crores. This was 
our third debenture issue on 
the capital market. As re¬ 
gards foreign currency re¬ 
sources, we have approached 
the International Bank for 
Reconstruction and Develop¬ 
ment. the Krcditanstalt fur 
Wicdcraufbau and the Bri¬ 
tish Government for further 
lines of credit; wc hope t<> 
receive them during the cur- 
lent year. 

• 
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lion from interest, divi¬ 
dends, underwriting commis¬ 
sion and other resources' 
amounted to Rs 1373.62 
lacs in 1972 (Rs 1152.59 
lacs in 1971). Interest paid 
on loans and other expenses 
during the year amounted 
to Rs 992.55 lacs (Rs 8J7.51 
lacs in 1971). Profits before 
tax amounted to Rs 381.07 
lacs (Rs 335.0.X lacs in 
1971). Out of this, provision 
for taxation has been made 
at Rs 191.74 lacs (Rs 155.81 
lacs in 1971). Of the ba¬ 
lance of Rs 189.33 lacs (Rs 
179.27 lacs in 1971) carried 
to the appropriation account, 
Rs 111.33 lacs (Rs 104.27 
lacs in 1971) has been trans¬ 
ferred to the General Re¬ 
serve, Rs 30 lacs (R> 31) 

lacs in 1971) to Reserve 
against Doubtful Debts and 
Rs 48 lacs (Rs 45 lacs in 
1971) to Special Reserve: in 
addition, (he whole of the. 
capital gain of Rs 43 77 lacs 
(Rs 48.69 lacs in 1971) af¬ 
ter taxation has also been 
transferred to C apital Reser¬ 
ve Not Available for Divi¬ 
dend. The Directors are glad 
to recommend a dividend of 
10 per cent (10 per cent in 
1971). 

Shri Kaslurbhai Lalbhai. 
who had been a Diicctor of 
the Corporation since its 
inception, resigned his direc¬ 
torship in January 1973. 
The Corporation benclitlcd 
considerably from his ad¬ 
vice and guidance. His keen 
business acumen, under¬ 
standing of industrial and 
financial problems, and a 
bioad vision of the tasks fa¬ 
cing the Corpoialion in its 
infancy have raised its sta¬ 
ture to the present level. I 
wish to record our sincere 
appreciation of his valuable 
services to the Coiporation 
anu his mature , judgement 
and sober counsel in the 
airairs of the Corporation 
since its inception 18 years 
ago. 

Finally, I would like lo 
mention that this Corpora*- 
lion has continued It) recei¬ 
ve from its slalf devoted ser¬ 
vice; I take this opportunity 
to express my sincere thanks 
to them. 

February 15 , 1973. 



The Limited-Payment Life Policy With Profits 
The best form of life assurance to make 
provision for dependents 

‘When I got married at the age of 27, I took this policy for Rs. 15.000 
for a term of 28 years The monthly premium which I have to pay till 
I retire at 55, is only Rs 38.70* 

I have the assurance that even if I should die during the 'term' of the 
policy, my wife will get Rs.15,000 in hand, plus bonuses " 

How about you? An LIC policy can guarantee your wife's future too. 
The premium' will vary according to your age', the 'sum assured' and 
the term' (number of years over which you pay premiums). No other 
form of saving protects your dependents from life's uncertainties. 

LIC has other types of policies to suit your every requiremenlr/ 

Secure their future through I Vlr 1 

LIFE INSURANCE ' ' 
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& 2-STAGE 


Two Safely Valves 
in 2* ataga regulator 
double prevention 
of dangerous 
preeture build up 


Improved Valves & Valve 
Seats ;(1) guarantee 
accuracy of pressure 
Control and a steady Mow 
(2) ensure longer lift* 
and trouble-free service 


New Bursting-Typo’ 
Safety Diaphragm: 
Backing up the 
safety valves, it bursts 
in case of excess 
pressure 


Super-tough Aluminium. 

Bonnet: reduces 
weight makes handling 
easier 


Safety Filter: Sintered 
metal filter protects 
against heat Ignition 


With new safety features 


that no other regulators 
p- can o ff er the welding 
and cutting Industry 


■ m* 


, tOLONLDSM win™ 
EQUALITY-PLUS 1 8V8 " abl 
OTHERS CAN'T BEAT 


Now you no longer need to use our old-fashioned 
regulators of the 'B' and T series. Because we've 


got a brand new range of regulators to serve your 
needs. The new single and 2-stage regulators have 
the guarantee of lOL's well-known 'Quality-Plus' 
to give you the most efficient service for a far 
longer period. The old 'B' and 1' series regulators 
|| will now be obsolete though their spares will be 
available for the next 3 years. 
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N tyo m knows that to set! garments, textiles, furnishing fabric* ato^ 
they must be displayed well. j 

Which means they must be where everyone can see them. Unfos* 
o rn ately. what also happens is that they attract the attention of dht*] 
And that's the end of both display and what’s displayed. 

p is have: 

Plain transparent Kesophane. the wonder wrapping material prote c t* 
whHe it displays. 

It is absolutely transparent (in any colour) to show whet It wepp* 
with sparkling clarity. w . 

Equally important it keeps dirt and grease out 

Plus. P.T. Kesophane is easily printable, easy to handle and slit% 

And it works efficiently on high-speed wrapping machinal. 

•y 

Kesopkaat la also the Ideal wrapping material for OOOtMs 
Sfeoa» marriage gifts, ‘agarbati* covering and aa a tMPpgpapf 
savoring far frvlta, flowers ate. -- 
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Take-over of 
wholesale trade 
in foodgrains 

In a background paper 
entitled “is there a case for 
takeover of wholesale trade in 
foodgrains?", the federation 
of Chambers of C ommerce and 
Industry (FICC1) has analysed 
in depth the implications of 
the proposed measure, f irst, 
it has been shown that the 
food Corpoiiitioii of India 
(FCI) has not been able 
to handle the task of procur¬ 
ing foodgrains from farmers 
in an efficient and economic 
manner. Besides sizeable 
wastage, the sale prices of 
foodgrains quoted by the FCI 
were more than those charged 
by private trade. Second, it 
has been estimated that the 
financial burden of the state 
takeover of foodgrains will be 
enormous; the takeover of 
wheat and rice alone will 
necessitate funds totalling 
Rs 2,100 croies a year. Third, 
it has been shown that private 
trade will not only be able to 
carry foodgrains to the con¬ 
sumer in an economic manner 
but will also be able to pay 
economic prices to producers. 
The paper states that tne 
wholesale foodgrains trade has 
been serving the people for 
centuries by promoting equit¬ 
able distribution of foodgrains 
throughout the country and 
should, therefore, be allowed 
to continue with its present 
role. 

The background paper is 
re-printed below in full:— 

The Resolution on the 


Distribution system for Essen¬ 
tial Commodities adopted at 
the Gandhinagar Session of 
the Congress Party, held on 
October 9 and 10, 1972, inter 
alia , states: 

“A public distribution system 
can be a success only if the 
Government has control over 
the wholesale trade in essential 
commodities. The A ICC wouid 
therefore reaffirm the promise 
made to the people on taking 
over the wholesale trade in 
foodgrains particularly wheat 
and rice by the State " 

Administrative Problems 

The subject was discussed 
at the meeting of the State 
Food Ministers held in New 
Delhi on the 15th and 16th 
December, 1972. Subsequ¬ 
ently, the Central Government 
set up a committee of Minis¬ 
ters of surplus and deficit 
states, headed by the Union 
Agriculture Minister, including 
representatives of economic 
Ministries and the Planning 
Commission to suggest ways 
and means of removing admi¬ 
nistrative, financial, transport, 
storage and other difficulties 
which may emerge in the wake 
of the takeover of the whole¬ 
sale trade in wheat arul rice. 
It was also agreed that the 
wholesale trade in wheat may 
be taken over from the coming 
rabi season and the rice from 
the next kharif season. 

At the Plenary Session of 
the Congress Party held in 
Calcutta, a statement on the 
economic situation calling 
upon Government to formulate 
concrete schemes within the 
next six months for the 
establishment of a viable 
public distribution system for 
essential commodities of mass 
consumption was adopted on 
the 28th December, 1972. The 


statement recommended take¬ 
over of the wholesale trade, 
both in wheat and rice, from 
the coming rabi season. The 
statement further directed that 
a viable public distribution 
system be established in the 
next six months in respect of 
other essential commodities of 
mass consumption. The 
avowed objective of the pro¬ 
posed takeover seems to be 
the assurance of regular 
supply of essential commodi¬ 
ties to the consumer at reason¬ 
able prices. 

Monopoly Procurement 

In this note, an attempt 
has been made to sec whether 
monopoly procurement and 
distribution by the State is 
going to prove an effective 
instrument for achieving the 
objectives. In Section 1, 
F.C.Fs past record has been 
examined with a view to find¬ 
ing out whether the consumers 
will be able to have a better 
bargain if the entire wholesale 
trade passes into the hands of 
the State. In Section II, the 
problems regarding organisa¬ 
tion such as transport, stoiage 
capacity, procurement and 
distribution, financial burden 
etc., involved in the takeover 
have been analysed. The 
question of the livelihood of 
millions of traders in the 
country who will be affected 
if the proposal is implemented, 
is equally relevant. In Section 
111, an attempt has been made 
to show the extent of unem¬ 
ployment that is likely to be 
created and the disadvantages 


to which both consumers and 
producers will be put to. 
Section IV reviews the pre¬ 
requisites of sound distribution, 
that is, the need for having 
greater production through 
improved techniques and a 
better co-ordination between 
Government and Trade. 

Sole Agency 

The Food Corporation of 
India cjme into being on 
the 1st January, 1965. Its 
main functions arc to under¬ 
take purchase, storage, move¬ 
ment, transport, distribution 
and sale of foodgrains and 
other foodstuff’s. It has be¬ 
come the sole agency of the 
C entral Government for State 
trading in loodgrains since 
April, 1969. During this 
period, the C orporation has 
expanded its activities both in 
terms of area of operation and 
the volume of purchase and 
sale. Besides all cereals, it 
now deals in a number of 
pulses, groundnut and ground¬ 
nut oils, and a variety of 
miscellaneous products. It 
also undertakes the manu¬ 
facture of processed food and 
its distribution. 

The procurement opera¬ 
tions of the Corporation 
covered almost 50% of the 
total market arrivals of food- 
grains during the year 1971-72. 
The quantities of grains pro¬ 
cured indigenously by the 
F.C.I. increased from 5 million 
tonnes in 1969-1970 to 6.2 
million tonnes in 1970-71 and 
7.7 million tonnes in 1971-72. 


Foodgrains Procurement by State Agencies 

(Million tonnes) 


Year 


Production Procurement by 
state agencies 


Marketable Percentage 
surplus* of procure - 
ment by 
state agen¬ 
cies to mar¬ 
ketable sur¬ 
plus . 



Rice 

Wheat 

Rice 

Wheat 

Rice 

Wheat Rice 

Wheat 

1969-70 

40.4 

18.6 

3.7 

2.4 

12.1 

7.4 

30 

30 

1970-71 

42.4 

20.1 

5.6 

3.2 

12.7 

8.0 

44 

40 

1971-72 

42.7 

23.5 

3.5 

5.1 

12.8 

9.4 

27 

54 


* Marketable surplus for rice has been taken at 30 per cent of the 
total production and for wheat at 40 per cent. 
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The purchase of wheat and 
rice went up from 3.12 and 
2.40 million tonnes in 1970-71 
to 5.03 and 2.72 million tonnes 
respectively in 1971-72. 

The total stock** at the 
end of 1971-72 with the F.C.I. 
were 5.93 million tonnes as 
against 4.96 million tonnes at 
the beginning of the year. 
Out of the total stocks at the 
end of 1971-72, the buffer 
stock component was 4.0 
million tonnes. There has 
been more than a twofold 
increase in its buffer stocks 
from 1968-69 when the buffer 
stocks with the Corporation 
were of the order of 1.6 million 
tonnes. 

Storage Problem 

The storage capacity with 
the C orporation at the begin¬ 
ning ol 1971-72 was 6.25 
million tonnes. This was 
made up of 3.45 million 
tonnes of owned godowns and 
2.80 million tonnes of hired 
godowns. During the year, the 
Corporation built 0.59 million 
tonnes of storage godown to 
augment the storage capacity 
throughout the country. In 
addition, the Corporation 
arranged for a capacity of 
0.86 million tonnes of C.A.P. 
(polythene covers and plinth 
storage). 

The number of employees 
in all grade went up from 
28,982 at the beginning of the 
year 1971-72 to 32.996 at the 
end of the year, representing 
an incrcosc of about 12%. 
Nearly the same was the 
pattern of increase during 
1970-71. 

The turnover of the FC1 
has admittedly registered a 
marked growth from Rs 289.6 
crorcs in 1965-66 to Rs 1423 
crores in 1970-71. However, 
the efficiency of a trading 
enterprise like the FC1 has to 
be judged more in terms of 
the services it renders to 
farmers and consumers in the 
country than turnover alone. 

The foodgrains trade is 
a complex one. The crop, 
right from the harvest time, 
keeps on moving through 
distributive agencies till it 
reaches the consumer finally. 


During this period its handl¬ 
ing requires great care. 

Further, the crop being 

seasonal, its distribution is 
spread over a period of several 
months; and, as such, the 
stock has to be preserved 
without deterioration or loss 
till the next crop arrives in 
the market. All this requires 
an intimate knowledge of 
market conditions, trans¬ 

port, storage, etc. An agency 
like the F.C.I. is not suffici¬ 
ently well equipped to under¬ 
take procurement of essential 
commodities, their transport 
and distribution. The F.C.I. 
staff are used to paper work. 
They lake personal approach 
in dealings with cultivators 
due to the official character 
of their jobs. By the very 
nature of their functions, they 
cannot establish good relations 
with the cultivator. On the 
other hand, private trade has 
built up financial and social 
credit in the market over a 
number of years. This is the 
main reason why the cost of 
procurement and distribution 
under State agencies is very 
much higher in comparison 
with that of the private trade 
and is bound to increase. 

Procurement Costs 

According to the report 
of the Agricultural Prices 
Commission on Price Policy 
for Rabi Foodgrains for the 
1972-73 Season, the cost and 
charges involved in the pro¬ 
curement, distribution and 
carrying stocks of foodgrains 
by the F.C.I. amounted to 
Rs 11, Rs 7 and Rs S per 
quintal respectively, making 
a total of Rs 26 per quintal. 
On the other hand, the corres¬ 
ponding charges in the case 
private trade woik out to be 
far less. So far as the com¬ 
mission charged by private 
trade is concerned, it docs not 
exceed 5% in all. Besides, 
commission agents are ren¬ 
dering certain services to the 
producer and others which are 
not available from the F.C.I. 
For instance, the kuccha 
arhatia gets the goods weighed 
correctly, arranges spot pay¬ 
ment to the producer as also 
lor his boarding and lodging 
as long as he is in the mandi, 
and renders other ancillary 
services. Similarly the pucca 


arhatia arranges transport of 
the goods from the surplus 
to the deficit areas. In the 
process, he has to ensure that 
the transfer is made at the 
minimum cost. 

Steep Rise 

According to the Report 
of the Committee on Pub¬ 
lic Undertakings (1971-72), 
there had been a steep rise in 
the incidental expenses of the 
Food Corporation of India. 
During 1967-68 when the work 
was being handled by the 
Food Department directly, 
incidental expenses amounted 
to Rs 51.40 per tonne. With 
the transfer of work relating 
to procurement, storage and 
distribution of foodgrains to 
the Corporation, these expen¬ 
ses rose to Rs 77.10 per 
tonne during 1969-70. Inclu¬ 
sive of buffer stock carrying 
charges these expenses were 
placed at Rs 91.50 per tonne. 
The rise has been quite pheno¬ 
menal in respect of the 
important incidental expenses: 
for instance, transit and 
storage loss has increased by 
350 per cent, establishment 
charges by 170 per cent and 
godown charges by 37 per 
cent, as compared to charges 
incurred when the Food 
Department handled the food- 
grains directly. 

There are some basic inherent 
difficulties in the public distri¬ 
bution system which make its 
operation costlier than the 
private trade. Grain dealers 
have a network of commission 
agents throughout the country. 
A grain dealer needing wheat 
in Delhi will just ring up a 
pucca arhatia in U.P., Punjab 
or Haryana to despatch wheat 
which will be immediately sent 
in trucks. In the case of 
a State agency, considerable 
delays will become inevitable. 

F.C.I. price have often 
been higher than those of 
private trade. For instance, 
the F.C.I. purchased maize, 
barley, pulses, bajra etc., at 
low prices and sold the same 
in the midst of drought during 
the July-August at exhorbi- 
tant prices. The working of 
the F.C.I. was criticised by 
Parliament during the debate 
in its winter Session. Mem¬ 


bers brought to the notice of 
Government that some times 
the prices quoted by the F.C.I, 
were more than those charged 
by private trade. In this 
connection, mention was 
made that when the West 
Bengal Government thought 
that the price of some type 
ot pulses in the wholesale 
market in Calcutta in the 
beginning of August, 1972, 
at Rs 200/- per quintal was 
high and asked the F.C.I. to 
supply it, th ? latter quoted a 
price of Rs 265/- per quintal. 

The keen competition 
amongst the large number of 
people involved in the food- 
grains trade has kept the 
remunerations at a very low 
level. Several field surveys 
have fully brought out this 
fact. A reference may be 
made to a study of Dr Uma 
Lele, an economist, who, after 
making personal studies in 
Sholapur, Thanjavur and 
Bhirbhum districts, came to 
the conclusion that the food- 
grains trade carries out its 
work at a low cost and that, 
due to the large number of 
mandis and people involved in 
this trade, no monopoly efforts 
were or are possible. 

High Wastage 

Wastage and deterioration 
in storage with the FCl 
is a well known fact. Between 
1966-67 and 1970-71, storage 
losses totalled Rs 22 crores. 
The impact of this loss in the 
past was cushioned as most of 
it was PL. 480 wheat. Such 
losses arc less in the case of 
private trade for the responsi¬ 
bility for the loss can easily 
be fixed. In the case of 
Government agencies, how¬ 
ever, the losses arc reported to 
have become a method of 
covering up malpractices. 

Private trade functions 
with minimum necessary 
personnel. The workload is 
many times more than an 
average Government employee 
will be agreeable to handle. 
According to the recent report 
of the Parliamentary Com¬ 
mittee on Public Undertakings, 
while the volume of business 
during the period 1965-66 to 
1970-71 of the FCI increased 
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5 times, the number of person¬ 
nel increased 12 times. 

* II 

BURDENS OF TAKEOVER 

The financial burden of 
the take over of wholesale 
trade in foodgrains particular¬ 
ly wheat and rice will be quite 
large and will go on increas¬ 
ing in the subsequent years. 
According to an estimate 
reported to have been made by 
the Agriculture Ministry, the 
take over of wholesale trade 
in these two commodities will 
necessitate funds totalling 
Rs 2100 crorcs a year. This 
estimate, it appears, has been 
worked out on the basis that 
the marketable surplus in these 
two commodities will be of the 
order of 21 million tonnes. 
The requirement of the re¬ 
sources would go on increas¬ 
ing with the increase in the 
output and procurement of 
foodgrains. It is a moot 
question whether such large 
resources should be locked up 
in inventories particularly at a 
time when there is a strong 
competing demand for re¬ 
sources for development. It 
is often argued that at the 
moments banks are flushed 
with funds and hence finance 
should pose no problem. But 
the present position is the 
direct result of the stagnant 
economy and once the situa¬ 
tion improves the financial 
position is bound to change. 
It will, therefore be wrong to 
be governed by an extremely 
short term view. 

The FCI does not have 
its field staff for procurement 
operations. So far its direct 
procurement of foodgrains 
from farmers had been low 
and ranged between 0.1 to 3.4 
per cent of the total procure¬ 
ment during the last 3 years. 
The current involvement of 
co-operatives is placed at 
about 25 per eent. Thus, the 
Corporation has been depend¬ 
ing on the services of private 
trade for this purpose. Though 
some of the State Govern¬ 
ments arc having monopoly 
procurement, in practice 
Government officials are get¬ 
ting the procurement done 
only through private trade. 
In some States, the system of 
levy on millers is in vogue. 


Thus, the procurement opera¬ 
tions of State agencies, so far, 
have not gone far from mov¬ 
ing the goods procured by 
trade to their storage points. 
Therefore, when the wholesale 
trade is taken over by the 
State, Government will have 
to have its own procurement 
machinery throghout the coun¬ 
try. Even at present, the 
FCTs expenditure is going up 
much faster than the volume 
of trade handled. Its expendi¬ 
ture on procurement will go 
up many times more. Apart 
from the increase in overhead 
costs, the FCI will be faced 
with the problem of getting the 
right type of personnel for 
manning procurement opera¬ 
tions. What is more, Govern¬ 
ment officials lack personal 
approach in their dealings 
which has been the mainstay 
of private trade. 

Additional Storage 

For maintaining of the 
buffer stock of rice and wheat, 
at the level of the present 
procurement, the FCTs re¬ 
quirement of storage will be 
8.5 million tonnes. They will 
need a further storage capacity 
of 8.2 million tonnes for nor¬ 
mal business operation. This 
figure has been worked out on 
the basis that the marketable 
surplus for rice crop would be 
at the level of 1970-71 i.e. 
12.7 million tonnes when the 
production was 42.4 million 
tonnes. Of this marketable 
surplus, 3.5 million tonnes 
will be kept for buffer stock 
and another one million tonnes 
will be immediately disposed 
off. Thus, the total storage 
capacity needed would, be 16.7 
million tonnes. The capacity 
with the FCTs own god owns 
as on 31st March 1972 was 
about 4.9 million tonnes and 
that owned by the Central and 
State Warehousing Corpora¬ 
tions, private godowns, built 
to FCI specifications and those 
hired by the FCI another 4.2 
million tonnes. That means, 
an additional storage capacity 
of 7.6 million tonnes will have 
to be arranged for these two 
commodities. 

The Government will be 
faced with the organisa¬ 
tional problem of arranging 
additional storage capacity. 


The Agricultural Prices Com¬ 
mission has already drawn 
attention to the present short¬ 
comings. With the takeover, 
these are bound to be multip¬ 
lied. Government will have 
to build large additional stor¬ 
age capacity not only at the 
consuming centres but also at 
the producing centres. The 
pace so far has been halting, 
it can hardly be expected that 
a sudden upsurge can take 
place in future. As such, for 
quite some time, considerable 
loss and wastage are hound to 
occur. 

One likely result of the 
takeover of the wholesale trade 
would be that the large far¬ 
mers will have no reason to 
hold on to their crop in the 
hope of ironing out price 
fluctuations. This, in turn, 
will narrow down the pur¬ 
chasing season so that the 
various public procurement 
agencies will be confronted 
with huge arrivals in the 
rnandis. Stale agencies may 
not be in a position to clear 
the markets if public storage 
and transport arc not ade¬ 
quate. The organisational 
problem may become all the 
more acute. 

Transport Bottlenecks 

The railway authorities, so 
far, have not been able to lift 
even the quantities of food- 
grains that were purchased by 
the FCI under the present 
procurement policy. To expect 
that they will be able to lift 
the additional quantity of 
foodgrains that will he pro¬ 
cured is placing too high a 
hope on them. According to 
u report from Himachal 
Pradesh some time back, 
stocks of potatoes have been 
rotting in the railway yards at 
Simla. It may be pertinent 
to note that most of the un¬ 
cleared stocks belonged to 
cooperative marketing agen¬ 
cies. 

The problem cannot be cir¬ 
cumvented by giving priority 
to the movement of food- 
grains, for this is likely to 
block the movement of other 
commodities particularly dur¬ 
ing the peak season. Secondly, 
so far, traders and transpor¬ 
ters have been working 
smoothly because of mutual 


laith; but that faith will be 
lacking from a State agency. 
The only economic transport 
therefore, available for the 
movement ot foodgrains will 
be railways. In this process, 
the road transport industry is 
also likely to be hit hard as 
they will not be getting food- 
grains from the State agencies 
for transportation. 

Fair Price Shops 

There is also the impor¬ 
tant problem regarding dis¬ 
tribution itself. The inevi¬ 
table consequences of the pro¬ 
posed takeover of the whole¬ 
sale trade in wheat and rice 
might be the introduction of 
statutory rationing in urban 
and rural areas. Naturally, a 
network of fair price shops all 
over the country will have to 
be set up. The opening of 
fair price shop all over the 
country will need a lot of 
organisational work and will 
take time. The experience 
with such retail points has not 
been satisfactory. Quality 
often deteriorates; supplies are 
irregular; service is poor. 

In rural areas, efficient 
distribution poses a serious 
organisational problem. So 
far, in rural areas fair price 
shops hardly function and 
where they do, the quantum of 
ration available is insufficient. 
The need for strengthening 
public distribution system in 
such areas was emphasised by 
the Conference of Chief Minis¬ 
ters of States held in October, 
1971. As a follow up actions 
the Ministry of Agriculture 
requested the State Ciovern- 
ments to review the position 
and keep arrangements ready 
for enlarging the loodgrains 
distribution system and ex¬ 
panding it to areas where it 
docs not exist at present. 
However, no action has so far 
been possible on the part of 
the States. Catering to the 
needs of foodgrains supply at 
reasonable prices to the weaker 
sections in rural areas is so 
stupendous a task fraught with 
problems of transport, etc., 
that one cannot expect that 
the Stale can make these 
arrangements overnight. It is 
a moot poiut whether the 
States would be able to 
strengthen a net work of fair 
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price shops in rural areas 
throughout the country at 
short notice. 

There are, thus, insur¬ 
mountable difficulties in the 
way of the takeover of the 
wholesale trade in foodgrains. 
The financial burden will be 
quite large and will go on 
increasing in subsequent years. 
The FCI will also be faced 
with the problem of arranging 
additional storage capacity. 
There arc hound to be organi¬ 
sational problems for the FCI 
and the .State Governments in 
the matter of procurement, 
transport and distribution. 

Ill 

WILL THE TAKEOVER 
BENEFIT SOCIETY? 

Currently, the total num¬ 
ber of traders in the coun¬ 
try is estimated at 8 to 10 
million. Of these, about 5 per 
cent are wholesalers in food- 
grains, brokers, agents and the 
like. The takeover of the 
wholesale trade would mean 
rendering 5 lakh persons job¬ 
less. Taking an average 
family of 5 persons, the total 
population that will be imme¬ 
diately icduced to misery 
would amount to 25 lakhs. 
This process is likely to be 
extended in the second phase 
when the retail trade may also 
be taken over. Virtually, the 
elimination of retailers is 
already contemplated and they 
are likely to be replaced by 
co-operatives. Thus, in the 
second phase, many more 
persons may be rendered 
unemployed. Most of the 
foodgrain traders belong to 
the poor, lower middle classes. 
It will he very difficult for such 
persons to find other gainful 
employment to sustain them¬ 
selves. 

The interests of the con¬ 
sumer centres around low 
prices, proper quality, avail¬ 
ability without loss of time 
and good behaviour on the 
part of the seller. The Reso¬ 
lution of the Congress party 
also aims at ensuring protec¬ 
tion to the consumer from 
the exploitation of the middle 
men. 

The vulnerable sections of 
the society in whose name 
every radical posture is sought 


to be justified wilFhave to’ be 
content with sub-standard 
grains after the takeover. 
Cases are not unknown where 
grains unfit for human con¬ 
sumption have been supplied 
by State agencies, ft is com¬ 
mon knowledge that whenever 
controls are imposed or any 
business activity is taken over, 
malpractices like corruption 
arise and efficiency suffers. 
The burden of all this is 
reflected in scarcities, adulte¬ 
ration and high prices. 

The Committee on Quality 
Control lor Foodgrains set 
up by the West Bengal 
Government to enquire into 
the complaints of supply of 
substandard rice from ration 
shops has found that a major 
portion of a particular variety 
of rice w?s beyond tolerance 
limit and a considerable per¬ 
centage was even worse. The 
report also points out that 
the FCI accepted the stocks 
beyond the tolerance limit, but 
within the rejection limit, as 
foodgrains conforming to the 
fair, average, standard quality 
without protest. However, 
the consumers had to pay the 
full value for such foodgrains, 
when they arc offered to them 
through fair price shops. 
The Committee has, in fact, 
recommended the discontinu¬ 
ance of the statutoiy ration¬ 
ing system in the Slate with 
certain safeguards. 

Limited Choice 

Consumer preferences may 
suffer on account of take¬ 
over. For example, while 
sonic people prefer parboiled 
rice, o» hers do not. T he con¬ 
sumer’s choice, thus, becomes 
limited. For instance, before 
the introduction of monopoly 
procurement about 15 to 20 
varieties of paddy were grown. 
Now, the choice of the gro¬ 
wers confined only to 5 to 6 
varieties. The reason is that 
growers do not take interest 
in tiaditional qualities On 
the other hand, in the free 
market, the grower is assured 
of an incentive price for his 
produce. At the same time, 
people are assured of a supply 
according to their choice. 

Easy availability of com¬ 
modities without much loss 
of time would become a 


dream under Government 
takeover. People will have to 
stand in long queues and 
waste their time to get their 
rations. The wastage of time, 
in terms of man days lost, 
would work out to several 
million in a single year. 
Again, in the absence of com¬ 
petition the consumer will 
have to face unpleasant beha¬ 
viour at the hands of fair 
price shops whether run by 
co-operatives or by any other 
agency. 

Traders supply goods to 
consumers even on credit 
lasting as long as a month. 
This facility will not be avail¬ 
able from fair price shops. 
The vulnerable sections of 
society will be faced with the 
problem of arranging spot 
cash for their purchases. 
Besides, in the case of a State 
agency, there may be break¬ 
down on account of strikes 
and the like, which may leave 
the consumer wholly high and 
dry. 

No Competition 

Whether the producer is 
going to get remunerative 
and economic price is also a 
moot point. At present, the 
farmer is assured of certain 
minimum price support. In 
the event the market prices, 
which are, as a rule, far above 
the level of support prices, 
fall, the State is supposed to 
enter the market and purchase 
all the surpluses that are 
offered. The existing system 
has the inbuilt mechanism of 
competition. 

Once this competition is 
abolished and the State be¬ 
comes the sole agency, the 
farmer will be exposed to 
monopoly conditions. He 
will be required to tender 
whatever he has to only one 
agency, and that loo at a 
fixed price. Far from giving 
him further incentive to 
undertake greater production, 
the farmer is lound to be 
discouraged by the operations 
of the monolithic State agency. 
It is common knowledge that 
even the F.C.I. and other 
monopoly procurement agen¬ 
cies in the State often declare 
the grains offered for sale as 
sub-standard on flimsy grounds 
and this has become a handly 


source of corruption, in a 
situation where numbers of 
traders are competing, the 
bogey of the farmer being 
exploited has little relevance 
in the circumstances of today 
when literacy is spreading far 
and wide and the farmer is 
fully conscious of his interests 
and opportunities. It looks 
ridiculous on the face of it to 
characterise the makers of 
the “green revolution” as 
being oblivious of what is 
happening around them. 

New Organisation 

Dr Kahlon of the Punjab 
Agricultural University in 
his study “Impact of Chang¬ 
ing Conditions on Grain 
Marketing Institutions and 
the Structure of Grain Markets 
in the Erstwhile Punjab” has 
come out with a finding that 
wherever there are well orga¬ 
nised mindies in the pro¬ 
ducing areas, the cultivator 
gets a reasonable price for his 
products. The net share of 
the producer, according to 
him, came out to be 92.28 per 
cent of the price paid by the 
consumer by sale through the 
co-operative societies and 
92.17 per cent through the 
private trade. The producers’ 
share, however, is as low as 
82 per cent in the case of 
Government procurement. 
The study also indicated that 
92 per cent of the cultivators 
preferred to sell their products 
through commission agents, 
because they could not get 
clean loans throughout the 
year from the Co-operatives 
and Government agencies. 
It is also revealed that as many 
as 60 per cent producer- 
sellers preferred to sell their 
products through the com¬ 
mission agents because they 
were more courteous in their 
dealings and provided board¬ 
ing and lodging facilities. 

The State takeover is likely 
to discourage the grower. 
It is well known that the 
monopoly procurement of 
jowar in Maharashtra failed 
and the State had to go back 
to the old schema, because it 
had an adverse effect on the 
production of jowar in the 
State. 

Another risk in the 
State takeover of foodgrains 
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trade, particularly of rice and 
wheat, is the possibility of u 
rise in prices of commodities 
in the case of which trade has 
not been taken over. For, a 
trader with a lesser number of 
commodities to handle will 
certainly raise his prices to 
maintain his total earnings. 
Another likely result would be 
that the cultivators would 
divert ther labour and re¬ 
sources to the production of 
the commodities whose trade 
remains free. This will result 
in the fall in production of the 
major foodgrains. 

With the take-over, un¬ 
social elements arc likely to 
thrive. It is common know 
ledge that whenever restric¬ 
tions on supply and distribu¬ 
tion are placed, a number o- 
people indulge in smuggling 
goods from surplus areas to 
deficit areas. There is no 
reason as to why the same 
should not happen in the case 
of foodgrains too. Already 
such occurrences arc taking 
place following restriction on 
movement of foodgrains. 

IV 

PREREQUISITES OF 
DISTRIBUTION 

In recommending the take¬ 
over of the wholesale trade 
in wheat and rice, the ATCC 
Resolution passed at Ahmeda- 
bad lays emphasis on the dis¬ 
tribution aspect. However, it 
will not provide a lasting 
solution in an economy of 
shortages. For some lime 
past, the prices of foodgrains 
have been rising and the con¬ 
tributory factors have been 
the heavy burden on the 
economy created by Bangla 
Desh refugees and the Indo- 
Pak war leading to heavy 
recourse to deficit financing. 
Added to these were the sus¬ 
pension of imports of wheat 
from the USA, erratic monso¬ 
ons, ane drought conditions in 
several States which had a 
marked effect on the price 
level. To put the blame on 
the trade for the rise in prices 
of foodgrains in such condi¬ 
tions would not be correct. 

What is necessary is to 
increase production as rapidly 
as possible. Urgent stepe have 


to be undertaking to exploit in 
full the scope available for 
augmenting production in the 
current year. Therefore, insted 
of blocking money in main¬ 
taining heavy inventories by 
State takeover of wholesale 
trade, it would be in the 
interest of the economy to 
embark upon an intensive 
programme for improving 


agricultural production so as 
to make up for the shortfall 
that has occurred. These 
courts should be continued In 
future years. The target should 
be to break even over a period 
and leave a little surplus for 
export For augmenting pro¬ 
duction, it is necessary that 
Government pro\ idc adequate 
creit, inputs such as seeds and 


fertilizers, and technical 
guidance in time particularly 
to the medium, small and 
marginal farmers. 

According to the Agricul¬ 
tural Prices Commission, even 
the buffer stock policy, after 
a certain limit becomes un¬ 
economic. In this connection, 
the remarks of the Commis- 




m 






Pledged to serve people 
engaged in all vital sectors 
of the economy 

DENA BANK 

gives high priority to helping 

small industries 
progress and prosper 

DENA BANK is an active partner in the development of 
the vital sector of Small-scale Industries. Through its 
large network of branches DENA BANK i? giving, 
financial assistance to a large number of enterprising 
entrepreneurs, thereby helping them to produce more 
goods.to employ more people and to accelerate the pace 
of our country's all-round progress. 

Please visit the nearest DENA BANK Branch and 
enquire how DENA BANK'S Small-scale Industries 
Finance Scheme can help you also. 


(A Government ot India Undertaking) 
Head Office: Horniman Circle. 
Bombay 400001. 


SATAN SATRA 


owui -a 

16, J973 


EASTERN ECONOMIST 


617 



sion in its report on policy 
Price for KJiarif Foodgrains 
for 1972-197 j Section are quite 
relevant. 

Lt A buffer slock policy 
ought to supplement rather 
than supphm a clira t at tack 
on the problems o f i. stability 
through a norientation in the 
production strategy . To start 
with the obvious', since the 
pax -off from irrigation con¬ 
sists not only in yvhat it 
adds to production but 
a)so in what it adds to 
stability , it could often he 
more economic , at the mar¬ 
gin, to invest in irrigation 
than in a larger buffer to bin 
the same measure of addi¬ 
tional stability 

The wholesale foodprains 
Hade has been serving the 
people lor centuries by pro¬ 
moting equitable distribution 
of foodprains throughout the 


Capital Issues: 
1966-70 

Tim caimiai issue activity 
was generally sluggish during 
the livc-Ncar period 1966-70, 
in view of the recessionary 
trends in the economy and 
declining prolitablitv in indus¬ 
try during the first half ot the 
period, reduction in the num¬ 
ber of industrial licences 
received by the private corpo¬ 
rate .sccloi, and low lc\cl ol 
industrial security prices until 
February 1968, I he total 
number of issues in the private 
corporate sector in that period 
was 576, against 801 in the 
pievious live-} car period 
(1961-65), and the total amount 
issued was Rs 33^ crorcs. 
against Rs 365 clores, accord¬ 
ing to a study on capital 
issues in the private corporate 
sector- 1966-70, prepared in 
the Division of Monetary 
Feonomics of the Economic 
Department. Rosen e Bank, 
and published in the January 
1973 issue of the A\ serve bank 
of India Bulletin. I he drop 
lii the capital issues during 
1966-70 was accounted for 
entirely by new equity issues. 
The number of new equity 
issues was 322, against 603 in 


country. This trade, there¬ 
fore, instead of being elimi¬ 
nated, deserves to be develop¬ 
ed so that it$ potentialities for 
the public good may be 
strengthened and its services 
improved. With a si/eable 
stock of grain with the public 
sector agencies, any effort on 
the part of the priwitc trade to 
manipulate the prices of the 
cereal to its own advantage 
can be successfully countered. 
What is more, private trade is 
so diffused, so competitive, so 
atomistic in nature that it 
cannot, e\cn left to itself, go 
beyond the normal market 
forces 

The ctuintn, at the mo¬ 
ment, is faced with a short¬ 
age of foodgrains. The per 
capita availability of food- 
grains in India is only about 
457 grammes per day. This 
is far too low by international 


1961-65, and the total amount 
raised was Rs 172 crorcs, 
against Rs 262 crorcs. Prefe¬ 
rence shaic and debenture 
issues, however, recorded an 
improvement. A sum of Rs 
48 erores was raised from 189 
preference share issues, against 
Rs 30 crorcs from 162 issues, 
and Rs 115 crorcs from 65 
debenture issues, against Rs 73 
erores from 36 issues. 

I he decline in capital issues 
was by and large under rights 
issues. The total amount 
raised during the live years 
from 1966-70 was Rs53 crorcs 
from 158 issues, against Rs 111 
crorcs from 346 issues in the 
previous live years (1961-65). 
Hie amount of capital issued 
through prospectuses was 
higher at Rs 282 crorcs, 
against Rs 255 crorcs, al¬ 
though the number of issues 
was smaller at 418, against 455. 

The proportion of equity 
issues declined from 71.7 per 
cent of total issues in 1961-65 
to 51.4 per cent in 1966-70, 
while that of preference shares 
increased from 8.2 percent to 
14.2 per cent and of deben¬ 
tures from 20.1 per cent to 
34.4 per cent, indicating the 
preference of investors, espe¬ 
cially institutional investors, for 
assured return and security of 
capital. The number Of issues 
made at a premium as well as 
the amount of premium also 
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standards. Firstly, the avail¬ 
ability of foodgrains lias to be 
increased. Secondly, the avail¬ 
able foodgrains should be 
distributed equitably, efficient¬ 
ly and cheaply. State agencies 
arc ill-fitted to undertake this 
job. What is called for is 
dynamic private enterprise 
supported by Government 
buffer stocks to iron out fluc¬ 
tuations in supply and prices. 

l ; or smooth functioning of 
the system, it is necessary 
to establish channels of com¬ 
munication and coordination 
between Government and pri¬ 
vate trade. A possible solu¬ 
tion could be to set lip joint 
consultative machinery of 
farmers, traders and Govern¬ 
ment officials which could 
locate problems areas, help 
maximise production, promote 
smooth movement of supplies 
aiul ensure fair prices of food- 


declined. As against the 103 
issues made at a premium of 
Rs 21 crorcs during 1961-65, 
there were only 24 issues at a 
premium of Rs 7 erores during 
1966-70. 

After the rise in Bank Rate 
to six per cent in 1965 and the 
upward revision in the structure 
ot interest rates, the rates of 
dividend offered on preference 
shares and interest on deben¬ 
tures moved up. During 1966- 
70, the majority of preference 
issues were offered at 9.5 per 
cent and a few also at 10 per 
cent. Most of the debenture 
issues offered a rate of interest 
of 7.75 per cent which was the 
official ceiling rate uplo 
August 31, 1970. The Con¬ 
troller of Capital Issues noti¬ 
fied in September 1970 that the 
rate of interest on debentures/ 
bonds should not execcd 8.0 
per cent per annum. Of the 
189 preference issues and 65 
debentures issues made during 
the period under review, two 
preference issues and four 
debenture issuas carried con¬ 
version rights into ordinary 
shares. 

Of the total capital issues of 
Rs 335 crorcs during 1966-70, 
the 206 initial issues (i.c. capi¬ 
tal issues by companies mak¬ 
ing a public offer for the first 
time) accounted for Rs 105 
crorcs (3 1.4 per cent) and 370 
‘further issues’ for Rs 230 


grains. Such an experiment, 
was tried during the last Indo- 
Pak war with considerable 
success. It may be worth¬ 
while examining whether such 
joint consultative machinery 
would serve the purpose. 
Further, the system of licensing 
foodgrain dealers is already 
in vogue in all the States in the 
country. It may be examined 
as to what suitable changes 
may be made in the terms and 
conditions ofliccnsing to dis¬ 
courage the stockist from hold¬ 
ing speculative stocks. Govern¬ 
ment may think of certain 
other regulations under which 
the trade may be asked to 
work. A code of conduct may 
be formulated in consultation 
with the State Governments. 
Such consultative and regula¬ 
tory measures, combined with 
self-discipline, can deliver the 
goods better and cheaper than 
any State agency. 


crorcs (68.6 per cent). Public 
response lo ‘initial issues* was 
somewhat belter than to 
‘further issues 1 . Public res¬ 
ponse to prospectus issues, as 
measured by the proportion ol 
the amount devolving on 
underwriters to the amount 
underwritten, recorded an 
improvement during 1966-70 
as compared with 1961-65. 
This can be attributed, to some 
extent, to the favourable turn 
in slock markets since March 
1968 and the raising of the 
tax exempt limit in respect of 
dividend income from Rs 500 
to Rs 1,000 in the union 
budget for 1969-70 and upto 
Rs 3,000 of dividend or inte¬ 
rest income from certain cate¬ 
gories of investments including 
shares in Indian companies in 
the budget for 1970-71. 

Financial Institutions such 
L1C, ICICI, FJTI and IDB1 
substantially supported the new 
issue activity, along with banks 
and brokers, by underwriting 
shares in a big way. Thus, 
out of the 418 prospectus issues 
tor Rs 282 erores, 375 issues 
were underwritten for Rs 186 
erores. 

Among the various indus¬ 
tries, “Engineering' and 
“Chemicals” continued to 
dominate the capital issue 
activity, together accounting 
for more than half of the total 
capital issued during 1966-70, 
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Three faces 


Addressing a public meeting in Lucknow 
the other day, the Prime Minister comp- 
— lained that her political opponents seemed 

Of OVG to act * n 8 ,n ^e belief that, if a lie were 
w B w w repeated thousands of times, some people 
at least were bound to be persuaded in due course that there had to be some truth in it. 
It seems to us that she herself is not above taking a leaf out of the alleged opposition 
book. We have Mrs Gandhi speaking ever more eloquently of the looming menace of 
what she describes as a ‘grander alliance’ being formed by reactionary parties bent on 
frustrating her government’s socialist purpose. To such of us as arc fortunately free 
from personal anxieties about how the assembly elections in Uttar Pradesh next year may 
turn out, the impression that the current political scene conveys is not that there is a 
sinister coalescing of opposition parties, reactionary or otherwise, but that the opposi¬ 
tion to the ruling party still continues to be in such a dismal disarray as to make a farce 
of the constitutional processes of a parliamentary democracy. 


What is particularly deplorable in this situation is that the country has not been 
able to secure for itself genuine political stability even after having paid for it the 
unreasonably high price of electing Mrs Gandhi’s party to power at the centre and in 
most of the states by an overwhelming majority. Thus, we have the grotesque state of 
affairs in which, while our polity has been cursed with what is virtually one-party rule, 
it has not even been compensated for it through improved political stability. The 
Andhra agitation, the alarms and excursions in Tamil Nadu, the cynical manipulations 
of state politics in Orissa, the exposed position of the ministries in Kerala, Gujarat, 
Madhya Pradesh, Haryana and lately even Maharashtra and the factional in-fighting 
that is going on all the time in Mrs Gandhi’s party in West Bengal have brought about 
a situation in which not only development planning but even routine administration 
has been enfeebled by unstable political conditions. 


In these circumstances, every citi/en of this country, even if not its politicians with 
axes to grind, has reason to welcome any sign or prospect of greater coherence being 
brought into the working of an effective opposition to the ruling party in the centre 
or in the states. If there is really any move for an alliance of opposition parties, 
reasonable people would rather welcome it than be put off their night’s sleep by Mrs 
Gandhi’s warnings of conspiracy afoot. Unfortunately, such is the sorry state of 
opposition politics in this country that no such constructive initiative seems probable. If 
nevertheless the prime minister insists on frightening the electorate with ghost stories 
of Reaction, with a capital R, plotting their destruction, it would only be because she 
is far from sure of the ability of her party to face the voters next time on the strength of 
its performance in office, particularly in the economic sphere. 


That the prime minister and her advisers are more than a little nervous about their 
party’s recoid is obvious enough. Within the last some weeks the services of a section 
of the press m the United Kingdom seem to have been enlisted for quite a bit of per¬ 
sonal propaganda for the prime minister. It is true that her interview with the corres¬ 
pondent of The Guardian seems to have misfired, but she has been more than compen¬ 
sated for this mishap by the idolatrous notice she has received in The Sunday Times. 
The Sunday Times belongs to the Thomson group of publications, and Lord Thomson’s 
view of editorial matter as ‘the stuff that fills the space between the ads’ is only too well 
known. Even so, the people of this country have every reason to take offence at the 
attempt of a newspaper in London to picture this nation as a mindless entity that sees 
divinity in political success however defined. It is true that we, as a people, have had our 
share of mythology, but still it is a little too thick to be told that the prime minister’s 
image in this country is that of Trimurti —Brahma, the Creator; Vishnu, The Protector; 
and Siva, the Destroyer. 


This hyperbolic nonsense could be treated with the contempt it deserves but for 
the fact that it so grossly misrepresents the prevailing circumstances in the country as 
well as the prevailing mood of the people. Had The Sunday Times been doing some ho¬ 
nest reporting instead of retailing fairy tales, it would have easily found that the repu¬ 
tation of Mrs Gandhi’s party, almost in every area of politics or administration, is at a 
very low ebb indeed. The Andhra agitation, for instance, has been handled so ineptly 
that it has been able to paralyse normal life and activity for several months not only in 
Andhra but in terms of the nation's economy itself. This agitation had been suffici¬ 
ently long in gestation for any political leadership worth the name to have acted in 
time to avert it. What has happened actually is that New Delhi seems to have done 
everything in its power to ensure that this agitation promoted itself in the most 
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destructive manner possible, generating 
in the process avoidable suffering and 
bitterness among the people. 

Meanwhile, all over the land, there have 
been setbacks to the economy in various 
forms, extensive shortage of electricity for 
industry and agriculture being only" the 
most oppressive aspect of this breakdown. 
There has been very little by way of const¬ 
ructive initiatives from the government 
towards setting things right. On the 
contrary, a series of unjustified and arbi¬ 
trary acts of the state nationalising or tak¬ 
ing over industrial or commercial under¬ 
takings or activities in the private sector 
has fouled the investment climate and 
given rise to widespread concern in the 
business community about the future 
course of government policies. Worse 
still, the central government’s unprinci¬ 
pled acts of nationalisation or ‘taking 
over* have encouraged adventurism and 
opportunism at all levels with the result 
that the state government in Tamil Nadu 
has been inspired to come forward with its 
own exercise in nationalisation (directed 
against the Madras Aluminium Company 
Ltd), while leftist political factions are 
taking to the streets in agitating for the 
nationalisation of a whole lot of industries. 
So very negative the government's alti¬ 
tude towards the basic national issues of 
investment, production and employment 
has become that the latest central budget 
has been forced to take a position of 
grey neutrality and avoid attempting to 
cope with these problems. 

That the ruling party's failures on the 
political or economic front, grave as they 
arc, are still but symptoms of a disease 
rather than the disease itself is suggested 
by the fact that its leader and those who 
run her errands have lately been specially 
at pains to persuade the people of this 
country that, with the Trimurti in New 
Delhi, all must be for the best in what is 
obviously the best of all possible worlds. 
So that this effort may succeed, internal 
criticism or domestic dissent is being ruth¬ 
lessly stamped out by the ruling parly 
as evidenced by Mr Siddhartha Shankar 
Ray’s outburst against Mr Bijov Singh 
Nahar in the West Bengal assembly the 
other day and the attempt made bv the 
Congress parliamentary party in New 
Delhi to discipline Mr A.P. Jain for criticis¬ 
ing the government in the Rajya Sabhu. 

The prime minister has sneered at the 
Jana Sangh trying to make friends with 
the Muslim community. Actually, it 
would be a healthy political development 
if the Jana Sangh could become more re¬ 
presentative of the people of this country 
in its membership or functioning. It is 
strange indeed that the prime minister 


should make a grievance of the pros¬ 
pects of the Jana Sangh becoming secular. 
She has also poured scorn over the Jana 
Sangh. the Swatantra and the CPM 
attempting to come together. Surely 
equally strange things have already hap¬ 
pened in or to her own party. In Kerala 
her party is even now in alliance with the 
Muslim League and the CPI. In Tamil 
Nadu her party fought the last general elec¬ 
tion in the company of the DMK and the 
Muslim League among other parties. 
Even the prime minister cannot persuade 
herself that the people have not been 
aware of the opportunistic character of 
such permutations and combinations. 

Where communism is concerned, the 
difference between the CPM and the CPI, 
as seen by those who do not wish to have 
truck with this political philosophy or 


ISMA's offer 

In a bid to underline the sense of social 
responsibility of the sugar industry and 
thereby refurbish its public image, the 
Indian Sugar Mills Association has offe¬ 
red to the government of India that should 
the 14/J 5 sick sugar mills at present being 
run under the aegis of the state govern¬ 
ments in Uttar Pradesh and Bihar be hand¬ 
ed over to it, it would be prepared to take 
over and administer them from the next 
crushing season. The Association would 
raise for this purpose annually about 
Rs one crorc from the member mills which 
arc not sick by collecting from them a 
levy on their output, ranging from 25 
paisc per quintal for the first 10,000 tonne 
of production to one rupee a quintal. 
Financial assistance will be made available 
from this fund for rehabilitating the sick 
mills. The Association will also arrange 
for managerial and technical skills for 
nursing the sick mills back to health. 

The Association is prepared to allow 
the above levy not to be included in the 
cost of the sugar being sold by the indus¬ 
try to the government under the present 
system of partial decontrol. It, however, 
would desire that the levy should be con¬ 
sidered as an item of expenditure for in¬ 
come-tax purposes. To implement the 
scheme, ISMA proposes to set up a sepa¬ 
rate division which will work on the same 
lines as its export agency division. The 
details of the scheme will be worked 
out in consultation with the government 
if the proposal is acceptable to it in prin¬ 
ciple. 

The problem of sick mills is not pecu¬ 
liar to the sugar industry. Sick mills arc 
also to be found in various other sectors 
of our industrial economy, particularly 
the textile sector in which the government 


system in any form, is merely a matter 
of tactical convenience—and the position 
is not improved by the fact that commu¬ 
nists of various backgrounds seem to have 
infiltrated Mrs Gandhi's party in the no 
doubt well-founded belief that they could 
serve their cause better from that position 
of vantage. If, in these circumstances, 
Mrs Gandhi or those who act on her be¬ 
half or with her approval were to take it 
upon themselves to impose a censor¬ 
ship on those members of her party who 
arc not completely conformist, the future 
for democracy in this country becomes 
dark indeed. The prime minister says she 
is exercised over the forces of communal- 
ism or reaction, whatever that may mean 
in opposition parties. The people of this 
country may be equally uneasy about the 
possible emergence of fascist trends in the 
party in power. 


has already taken over the administration 
of over 50 mills. The textile industry too 
had offered to the government some time 
ago that it would take over the burden of 
its sick mills, but ISMA’s offer is materi¬ 
ally different from the offer of the textile 
industry. The main point of difference is 
that, whereas in the proposed scheme for 
the textile industry, the sick mills were 
to be merged with the prosperous ones, 
under ISM As’ offer, it will be the Associa¬ 
tion, and not private individuals, which 
will takeover the sick mills. This, ISMA 
feels, should fit into the present policy of 
the government which aims at curbing 
monopolistic trends in industry and con¬ 
centration of power in the hands of a 
few. 

In view of the Tact that the profitability 
of the sugar industry has left much to be 
desired in the recent past — in fact, it has 
gone down since 1965-66, as in evident 
from the enclosed table — the offer of 
ISMA is commendable. It shows a wel¬ 
come change in the outlook of private 
entrepreneurs and is an indication of the 
growing realisation on their part of their 
social responsibilities. The Indian Sugar 
Mills Association is confident that, in 
the interest of the industry, the share¬ 
holders of the profit-yielding sugar mills 
would be agreeable to receiving somewhat 
lower returns on their investments than 
even the inadequate returns at present. 

Apart from saving the state exchequers 
a good deal of loss on account of running 
these sick mills, ISMA’s offer should 
help restoration of the mills concerned to 
viability more expeditiously than would 
be possible under government administ¬ 
ration. This is because, unlike the state 
governments, ISMA can command the 
technical and managerial skills needed for 
the job. The various administrative mal¬ 
practices and, more seriously, the politics 
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that have crept into the working of the 
sick mills administered by state govern¬ 
ments .are too well known to be recounted 
here. In the case of several mills, the situa¬ 
tion, instead of improving, has deteriora¬ 
ted after their take over by state govern¬ 
ments. Instances are not wanting of the 
state governments having failed to invest 
adequately in the modernisation of the 
mills taken over by them. 

The travails of the sugar industry, as 
also of various other industries in which 
the return on capital invested is not ade¬ 
quate, however, cannot be expected to 
end unless the government adjusts its pric¬ 
ing policies. It is true that some of the 
sugar mills taken over by the UP and Bi¬ 
har governments had become sick be¬ 
cause of internal feuds among the original 
owners — most of the sick mills were 
family-owned concerns—, inefficient ma¬ 
nagement or lack of foresight to moder¬ 
nise and enlarge these units to make them 
viable in a competitive economy. It can¬ 


not be denied, however, that the govern¬ 
ment's pricing policy for the sugar in¬ 
dustry has also been responsible for the 
commercial failure of these mills. The 
sugar industry is a seasonal industry. The 
monsoons play a big role in its fortunes. 
The industry has also to contend with go¬ 
vernment policies regarding gur and 
khandsari. The problem of cane supplies 
gets accentuated in the years of drought 
because of severe competition from the 
decentralised sector which enjoys fiscal, 
concessions. Further, state governments 
which have been collecting sizeable 
amounts through cane cess, have not been 
using these funds for the purpose for 
which they are collected, namely improv¬ 
ing the quality of cane. The excise duty 
on sugar too has been raised through the 
years to a considerably high level. In an 
effort to contain the prices of sugar, the 
government has not been allowing any 
significantly for the rchabilitationand mo¬ 
dernisation of the industry. It has often 
been subjecting the industry to rigorous 


controls. 

With Uttar Pradesh going in for elections 
to the state legislature early next year, an 
expeditious decision on ISMA’s offer is 
called for. Loose talk of nationalisation of 
the industry in that state has already stalled 
fresh investment which can impair even 
the efficiency of the profitably-run units. 
Although sugar yield from cane produced 
in Maharashtra and south India is much 
higher than in the case of cane pro¬ 
duced in north India, particularly in Uttar 
Pradesh and Bihar, the industry in the 
north cannot be allowed to wither away 
on human considerations. It provides Jivli- 
hood not only to those engaged in it but 
also to lakhs of cane suppliers. Shifts in 
crop patterns do not take place so easily 
as is glibly talked about by theoreticians. 
The offer of JSMA is a sensible solution 
for restoring the sick sugar mills to health 
and encouraging the industry as a whole 
to attack its problems with renewed self- 
confidence. 


Profitability Trends in Sugar Industry 

(Figures in brackets are average profitability ratios in the industrial sector taken as a whole) 


Ratio 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1. Gross profits as percentage of sales net of rebate and dis¬ 







count 

9.5 

7.5 

5.1 

10.7 

7.9 

5.4 

2. Gross profits as percentage of sales net of rebate and discount 

(9.8) 

(9.6) 

(8.4) 

(8.0) 

(X.7) 

(9.0) 

and excise duty and cess 

12.1 

9.8 

6.6 

12.4 

9 3 

6.6 


(10.7) 

(10.5) 

(9.2) 

(8.8) 

(9.6) 

(9.9) 

3. Gross profits as percentage of total capital employed 

10.2 

8.2 

6.8 

13.0 

8.4 

4.9 


(10.1) 

(9.8) 

(8.6) 

(8.5) 

(9.6) 

(10.4) 

4. Profits after tax as percentage of net worth 

10.7 

6.0 

1.7 

13.2 

7.5 

--0.2 


(8.9) 

(9.1) 

(7.3) 

(7.0) 

(9.5) 

(10.1) 

5. Dividends as percentage of net worth 

5.5 

4.7 

4.3 

5.8 

5.0 

4.2 

6. Ordinary dividends as percentage of ordinary paid-up capi¬ 

(5.6) 

(5.5) 

(5.2) 

(5.1) 

(5.4) 

(5.7) 

tal 

10.9 

9.0 

7.1 

10.3 

9.6 

7.4 


(10.4) 

(9.6) 

(9.1) 

(8.9) 

(9.7) 

(10.6) 

7. Total dividends as percentage of total paid-up capital 

10.2 

8.4 

6.7 

9.7 

8.9 

7.1 


(9.8) 

(9.2) 

(8.7) 

(8.6) 

(9.3) 

(10.1) 

8. Profits retained as percentage of profits after tax 

48.8 

21.0 

— 148.8 

55.9 

32.9 

— 

* 

(37.2) 

(40.1) 

(28.6) 

(27.1) 

(42.9) 

(43.2) 


Balance-sheets covered in this study in respect of sugar industry are 77. The total number of industrial undertakings covered 
by the study is 1,501. 

Source: Reserve Bank Bulletin. 
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Development 

banking 

The completion this month of the first 
25 years of its life by the Industrial 
Finance Corporation of India (IFCI) was 
marked by two significant events. First, 
the initiation of the IFCI silver jubilee 
memorial lecture which this year was 
delivered by Mr Hans Erich Bachcm of 
Kreditanstalt fur Wiederaufbau (KFW) 
and second, the establishment of the 
Management Development Institute head¬ 
ed by Mr B. K. Madan, former Deputy 
Governor of the Reserve Bank for train¬ 
ing development bankers. Jn his lecture, 
Mr Bachem dwelt at length upon the 
role of the development banks in financ¬ 
ing industries and put forward the sugges¬ 
tion that for the promotion of small and 
medium-sized industries, the development 
bankers should give up the traditional 
insistence on the collateral for loan 
decisions. Said Mr Bachcm : “The 
present and future profitability, liquidity 
and capital base as well as the personal 
qualifications and integrity of the 
borrowers should be regarded as primary 
security for credits, and collateral in the 
form of mortgages, hypothecation or 
institutionalised forms of guarantee 
should be considered secondary security”. 

The concept of development banking 
for furthering the industrialisation of the 
country had been advocated by a number 
of committees and eommissioas in this 
country before independence but the 
foreign rulers had failed to pay any 
attention to them. The first institution 
established in 1948 for this purpose was 
the IFCI which was followed by the 
State Financial Corporations (SFCs) in 
1951, the Industrial Credit and Invest¬ 
ment Corporation of India Ltd (ICICI) 
in 1955 and the Industrial Development 
Bank of India (IDBI) in 1964. 

During their early years, all these 
institutions faced problems for which not 
many persons in this country had the 
requisite experience. The quality of 
management needed for the running of 
these institutions was not available in the 
country and we had no option but to 
train personnel on the job. The dilemma 
facing the development banker was des¬ 
cribed in his welcome address by Mr 
C. D. Khanna, chairman of the IFCI, in 
these words : “It is much easier to lend 
than to recover. This is particularly true 
of development finance. To reconcile the 
compulsions of finance with development 
is not easy, particularly when a develop¬ 
ment bank often operates with public 
funds. Once a development bank has 
committed funds for any industrial pro¬ 


ject on the basis of technical, financial, 
economic and management viability, 
many developments can take place which 
can vitiate the earlier projections of pro¬ 
fitability and cash-llow, as also result in 
over-runs in project cost or delays in the 
completion of the project. 

If in a sheltered market like ours, there 
is delay in the execution of a project or 
its cost increases, it need not unnerve the 
development banker because immediately 
on completion, the project is bound to 
pay handsome dividends. In rare cases 
where the market conditions change 
adversely and reduce the profitability of 
the project, the development banker must 
bear with the entrepreneur. Therein lies 
the essential difference between the mere 
banker and the development banker. The 
latter should acquire expertise in regard 
to the evaluation of a project proposal 
and once having accepted it, should 
extend wholehearted support to the entre- 
prenuer under all circumstances provided 
the project is not mismanaged and the 
person running the project is trustworthy. 
In fact, the evaluation of the project 
should also include a thorough examina¬ 
tion of the “credit risk” i.e. the person 
undertaking the project should have 
flawless record in financial matters. 

West Germany has the unique distinc¬ 
tion of having industrialised itself rapidly 
after total destruction in World 
War II. The development banks in that 
country were keen on securing appropriate 
guarantees before parting with loan 
funds. This problem was solved by the 
establishment of about 50 credit guarantee 
corporations whose membership included 
credit institutions and industrial associa¬ 
tions. The guarantees offered on behalf 
of entrepreneurs could be 20 times larger 
than the guarantee funds and this mode 
of providing security on behalf of new 
entrepreneurs spearheaded the expansion 
in industry. 

On almost similar lines, no less than 
162 credit institutions in this country 
including commercial banks, State Finan¬ 
cial Corporations and cooperative banks 
joined the Credit Guarantee Scheme 
(CGS) which was started by the Reserve 
Bank of India in 1960. At the end of 
March 1972, the guarantees outstanding 
were valued at Rs 864 crores. During 
the past 12 years, claims on the CGS 
numbered 258 and as much as Rs 35.6 
lakhs was paid to credit institutions. This 
is indeed a very small fraction of the 
value of guarantees offered. Since 
1970, however, the automatic guarantee 
scheme has came into operation. Surely, 
it has cast added responsibility on the 
CGS and its success depends largely on 
the care exercised by the development 
banks in scrutinising the applications. 
The CGS has planned a test check of the 


accounts of the small-scale units so as to 
reduce the number of claims. 

In our country, the IDBI is the, fore¬ 
most term-lending institution with dis¬ 
bursal of as much as Rs 78.8 crores in 
1971-72 followed by the SFCs at Rs 49.6 
crores, the ICICI at Rs 43.9 crores, the 
IFCI at Rs 32.3 crores, the SIDCsat Rs 
19.3 crores, the LIC at Rs 17.8 crores 
and the UTI at Rs 10.7 crores. The 
multiplicity of these organizations has 
very often come up for criticism and it 
has been very often suggested that they 
should be all merged into one institution. 
Mr Bachem has rightly argued against 
the merger of these institutions. “A 
country as large as India needed an ex¬ 
tended and well-structured institutional 
system, and a strict division of labour 
will have positive effects on more compre¬ 
hensive expert knowledge of the bank’s 
staff, on dose contacts between banks 
and customers and, finally, on an increas¬ 
ing identification of the banks with their 
projects” added Mr Bachem. What is 
however necessary is that a special com¬ 
mittee should examine in detail, from 
time to time, the operations of these insti¬ 
tutions so as to suggest measures for im- 
provemant in their working. 

It was not unexpected that Mr Bachcm 
made a reference, in his lecture, to “grow¬ 
ing concern among private foreign 
investors about a deterioration in the 
investment climate” in this country. The 
industrial policy has been reviewed at the 
highest level and one of the conditions 
imposed is that unnecessary collabora¬ 
tions, especially for consumer goods, 
should be avoided. The country is also 
worried about the outflow of foreign 
exchange as a result of these collabora¬ 
tions. However, a recent study made by 
the Indo-German Chambers of Commerce 
has shown that export earnings of the 
leading ten Indo-German joint ventures 
in 1970 were six crores of rupees while 
the total outflow of foreign exchange for 
dividends, royalties etc. in all joint ven¬ 
tures was Rs 4.4 crores only in 1971-72. 
The fact that the number of collaboration 
agreements has doubled since 1968 is a 
pointer to the growing interest of German 
companies in this country despite the 
concern for the investment climate. 

The birth of Management Development 
Institute in the capital through the “in- 
trest differential fund?” of Kreditanstalt 
needs to be welcomed for two reasons. 
First, it will turn out efficient development 
bankers who will be trained in this ven¬ 
turesome field and will have an outlook 
quite removed from that of the conservative 
banker. Second, the institute will, over 
a period, be able to advise smaller entre¬ 
preneurs in regard to the intricacies of 
management. The KFW deserves our 
appreciation for this step. 
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Government as 
grain-dealer 

Of all the ideological decisions that the 
government of India has taken, or is 
to take, it is its decision to takeover the 
wholesale trade in wheat throughout the 
country from the next rabi season that 
will prove to be its economic Waterloo. 
This is not the vindictive verdict of those 
engaged in the wholesale trade but of the 
common consumer, who will judge the 
success or failure of this primarily ideolo¬ 
gical pursuit solely from the criterion set 
by the authorities themselves. It is the 
government’s contention that the take¬ 
over (of the wholesale trade in foodgrains) 
will help bring down the prices of food- 
grains. Far from this [happening, the 
consumer apprehends, he will be made to 
pay a higher price and for an inferior 
quality of foodgrains too. 

Let us first outline the takeover scheme, 
the salient features of which were recent¬ 
ly announced in Parliament by Mr 
Fakhruddin Ali Ahmed, the union Agri¬ 
culture Minister. In the main, the 
scheme imposes a ban on wholesale deal¬ 
ers throughout the country, but, as in 
respect of its previous essays in takeover, 
the government has sought to do away 
with an existing agency without first 
making a careful note of all its functions 
and providing for an alternative mecha¬ 
nism to take care of these functions. The 
two basic operations involved in any 
takeover of foodgrains are procurement 
and distribution and one is yet to know 
what arrangements the authorities have 
in view for either of these. 

It is significant that all that is presently 
proposed by way of procurement is mono¬ 
poly purchase by state agencies of only 
the marketed surplus—as distinct from 
the marketable surplus. (This is more or 
less the quantity that an estimated ten 
million retail traders in the country used 
to get from half a million wholesalers). 
This is at once an indication of the 
absence of a suitable agency and of a 
degree of unpreparedness organisationally, 
on the part of the authorities, to handle 
the entire marketable surplus. If what is 
meant by this is that such state agencies 
as may be created will buy only whatever 
is brought by the farmer to the mandis 
for sale, the government will not have to 
wait long to be disillusioned. For the 
farmer will not at all be tempted to bring 
hi$ produce to the mandis as the price 
offered by these agencies may not attract 
him. It should be evident to all from the 
recent deliberations at the chief ministers’ 
conference that the procurement prices 
would have to be raised. 

Moreover, there are varying estimates 


of the marketable surplus. According to 
the Ministry of Agriculture, 37.4 per cent 
of the net foodgrains production (30-35 
per cent in the case of wheat) is normally 
available for marketing. Tn the case of 
wheat, the current crop is estimated at 
about 30 million tonnes which, after 
allowing for seeds, wastage etc. (I2t per 
cent) leaves a balance of 26.75 million 
tonnes. 30-35 per cent of this would 
work out to 9-10 million tonnes 
At the recent chief ministers’ conference 
it was stated that public procurement 
would be of the order of 12 million 
tonnes of the rabi wheat crop. Be that 
as it may, will the state agencies be able 
to procure these quantities, considering 
that, in 1972-73 the total quantity pro¬ 
cured was only about eight million tonnes. 
In this connection, it is relevant to recall 
the procurement achievement of the 
Maharashtra government both in respect 
of jowar and cotton. According to what 
Mr Devji Rattanscy, an acknowledged 
authority on foodgrains, even out of the 
good production of about 32-35 lakh 
tonnes of jowar, the state government 
could not procure, under its monopoly 
procurement scheme, more than 3-4, iakh 
tonnes as compared to a normal market¬ 
able surplus of some 10 lakh tonnes. 

Procurement is only one aspect. The 
cost of procurement, as also of transport 
and distribution, is the second and per¬ 
haps an even more important aspect. 
No one doubts the capacity of the Food 
Corporation of India (FCI)—a favoured 
agency in the priority sector for purposes 
of bank credit—to raise the money need¬ 
ed for procuring all the surplus-market¬ 
ed or marketable—but the question is at 
what cost. The APC has noted that the 
FCI incurred an expense of about Rs 26 
per quintal, apart from its huge adminis¬ 
trative expenses. Thus, wheat procured at 
Rs 76 per quintal actually cost Rs 93.96 
per quintal after taking into account 
charges for procurement, storage and 
movement and Rs 101.9 per quintal after 
adding the charges for carrying the buffer 
stock also. These are distinctly higher than 
what the trade used to incur, according to 
Mr Rattanscy. 

We are so far talking of only wheat 
procurement. What will be the magni¬ 
tude of the problem when rice in also 
brought under the scheme and, as some 
have begun to urge, when coarse grains 
too have to be included? On a rough 
basis, it is estimated, not less than 
Rs 2,500 crores would be necessary for 
the purpose. When there is so much 
dearth of investment in productive fields, 
one wonders whether all this massive 
investment in the distribution trade is 
justified or unavoidable. 

When we come to distribution, the posi¬ 
tion is no less disturbing. As it is, the 


FCI is finding the task difficult enough. 
With centralised distribution that the 
takeover implies (even assuming that the 
responsibility of the government is 
presently to be limited to supply through 
the public distribution system, that is just 
about 10 per cent of the population), its 
problem will be several times more diffi¬ 
cult, what with the need to rush supplies 
to every nook and corner throughout the 
country. It may be argued that FCI will 
strengthen its machinery adequately to 
meet the situation, but this will mean 
additional overheads, apart from the 
availability of properly equipped staff. 

Mr Rattansey alluded to another 
important implication of the takeover 
decision, viz. the human aspect. The 
authorities claim very few people will be 
deprived of their employment, but this is 
an understatement. Mr Rattansey feels 
that at least some 25 lakh wholesalers and 
their non-manual employees will lose their 
jobs and this docs not appear to be an 
exaggeration. For, in Bombay city alone, 
the daily offtake in wheat ranges from 
8,000 to 10,000 bags and' the loss to 
labour, brokers and their dependants is 
estimated at Rs 10,000 and Rs 4,000 per 
day respectively. Taking the country as 
a whole, the resulting loss to employment 
and earnings alike is bound to be 
enormous. 

The authorities may argue : we have 
not displaced the retailers. But when the 
wholesalers are not there and the govern¬ 
ment is not going to supply foodgrains 
to them, retailers will have to go to the 
villagers and get their supplies directly 
from the farmers. Thanks to the limit on 
the quantity they can buy—not more than 
10 quintals a day—these retailers will 
liavc to make a number of trips in order 
to maintain reasonable stocks, which 
means a correspondingly higher price to 
the consumer. 

These and the other problems that are 
bound to arise from the takeover decision 
cannot have missed the attention of the 
authorities. They have been apprised of 
them privately by the chief ministers of 
states and publicly by the business com¬ 
munity. The wholesale trade in food- 
grains even went to the extent of declar¬ 
ing that it was ready and willing to 
implement any check and restriction which 
the government would like to impose in 
order to bring down the prices of food- 
grains and ensure smooth distribution”, 
but to no avail. The authorities arc 
apparently unable to reason out with 
and dissuade the rank and file in 
the party who have demanded the 
takeover and reverse their decision. But 
let them be warned they cannot put for¬ 
ward this as a reason to absolve them¬ 
selves of the responsibility for the chaos 
to come on the foodgrains front. 
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Money as 
master 

The [recent developments in the money 
market and the prospect of a large 
immobilisation of funds in the building 
up of buffer stocks, with an intensifica¬ 
tion of procurement operations in May- 
July this year, have set the Reserve Bank 
of India and the scheduled commercial 
banks thinking and it is now being 
examined by bankers how the necessary 
resources should be mobilised and 
applied. At the beginning of the current 
busy season, the scheduled commercial 
banks were in an extremely comfortable 
position. There was even compulsion 
during the last slack season to invest 
sizeable amounts in loans and bonds of 
governments and public bodies and even 
in central government treasury bills. 

The stringency in the money market 
noticeable at the present moment is due 
to an increase in the demand for funds 
from industry and trade and the technical 
adjustments carried out by the Food 
Corporation in its transactions with the 
central government. It cannot be satis¬ 
factorily explained why there has been 
an increase in the demand for funds from 
industry and trade when power shortage 
has been crippling the activities of indus¬ 
tries (in different parts of the country. 
There has perhaps been a larger demand 
for funds from the Cotton Corporation 
and textile units for maintaining bigger 
stocks of raw cotton. The higher level 
of prices and an increase in imports in 
recent months might have also resulted 
in an increase in the value of inventories 
especially as available raw material 
supplies could not be fully used for 
boosting production. The additional 
demand for funds for these purposes by 
itself could not have absorbed the sur¬ 
plus resources of the scheduled com¬ 
mercial banks and compel them also to 
borrow from the Reserve Bank on a 
fairly large scale. It is only in February 
that there has been a spurt in advances 
and it has been reported that the Food 
Corporation has been handling imports 
of foodgrains which arc expected to be 
received in sizeable quantities until June. 

The unusual increase in advances in 
the current busy season up to March 
2, 1973, has necessitated borrowings 

from the Reserve Bank to the extent 
of Rs 152 crorcs. These were only Rs 7 
crorcs at the beginning of the busy 
season. In the corresponding period 
in the 1971-72 busy season there was an 
increase of Rs 128 crorcs. But for the 
fact that the additions to deposits in the 
same period in this busy season have 
been impressive at Rs 538 crores against 


only Rs 366 crores in 1971-72 it would 
have been necessary to borrow on a 
larger scale or reduce investments more 
significantly. As procurement opera¬ 
tions against kharif crops have not been 
successful so far, the bulge in advances 
by Rs 675 crores against only Rs 322 
crores should be due to the special transac¬ 
tions referred to above. As surplus 
resources had been invested in treasury 
bills, they could be liquidated when 
banks found use for their resources. This 
explains why there has been a decline in 
investments between October 27, 1972 
and March 2, 1973 of the order of Rs 110 
crores against only Rs 83 crores in the 
corresponding period in the last season. 

It is however noteworthy that the 
central government has found it possible 
to lean heavily on the banking system for 
making a success of its record borrowing 
programme in 1972-73 and also find the 
funds required for financing imports and 
procurement operations, in the twelve 
months ended March 2, 1973, the depo¬ 
sits of scheduled commercial banks 
increased by Rs 1447 crorcs against 
Rs 1124 crores in the previous twelve- 
month period in 1971-72. Even a faster 
growth 'of advances as a result of the 
recent developments have accounted for 
only about 50 percent of fresh additions to 
deposits. Against the growth in advances 
by Rs 740 crores banks thus found it 
possible to augment their investment 
portfolio to the extent of Rs 477 crorcs 
and increase also cash balances by Rs 83 
crorcs. Borrowings from the central 
banking institution have risen by only 
Rs 5 crores indicating clearly that fresh 
transactions in the past twelve months 
have been carried out almost entirely 
with owned resources. In the twelve 
months ended March 4, 1972 deposits 
recorded a rise of Rs 1124 crores with 
fresh advances being less than 50 per cent 
of new deposits, at Rs 511 crores. As it 
was considered advisable to reduce 
borrowing by Rs 235 crorcs, the additions 
to investments were naturally much 
smaller at Rs 287 crores. 

In the next four months banks will 
have full use for available resources as 
it is now expected that the output of 
sugar in 1972-73 will be higher at 3.6 
million tonnes and there will again be an 
increase in the carryover of cotton into 
the next season because of a satisfactory 
crop and reduced consumption by mills. 
There will of course be additions to 
deposits in March-July by at least Rs 725 
crores. Against this augmentation of 
owned resources there may be a fur¬ 
ther rise in the seasonal demand for funds 
by Rs 100 crores while imports and pro¬ 
curement operations may require Rs 500 
crores. If there is no need for lending 
substantial support to the borrowing 


programme of the central government 
the banking system will find itself in a 
comfortable position. In the next finan¬ 
cial year, however, the first two stages of 
the borrowing programme of the central 
government have to be completed before 
the end of July as there are two matur¬ 
ing loans, the first falling due for repay¬ 
ment on May 12 and the second on 
July 22. As the centre would like to 
borrow at least a net amount of Rs 200 
crores after converting and repaying 
outstanding amounts against maturing 
loans, the scheduled commercial banks 
alone may have to find about Rs 800 
crorcs before July. At the end point 
borrowings of these banks from the 
central banking institution may therefore 
be about Rs 200 crores. 

This prospect does not suggest the 
likelihood of any squeeze in the money 
market in the coming months. There 
may however be difficult situations 
in May-Junc if banks cannot reduce 
appreciably their borrowings from 
the Reserve Bank by the end of April 
and there is a big increase in stocks of 
procured foodgrains with an intensifica¬ 
tion of purchases by the Food Corpora¬ 
tion and other agencies for absorbing 
the marketed surplus against a record 
wheat crop. These bulges need not 
however give rise to misapprehensions in 
money market circles. What is more 
important is the question how the central 
and state governments propose to accom¬ 
plish the task of taking over the wholesale 
trade in foodgrains and what will be the 
new strain imposed on the banking 
system. 

The union Minister of State for Agri¬ 
culture, Mr A.P. Shinde, has indicated 
that the quantity involved in a whole 
season in pursuance of procurement and 
buffer stock operations will be 18-20 
million tonnes. If it is assumed that 
there will be an increase in buffer stocks 
from the present levels by four million 
tonnes and floating stocks will be of the 
order of 3-4 million tonnes, about 
Rs 500-600 crores will be the net draft 
on resources of the banking system as a 
result of the new developments. The 
scheduled commercial banks alone can 
hope to discharge this new responsibility 
without difficulty as it can be safely 
assumed that fresh growth in deposits 
in 1973 will be well over Rs 1500 crores 
and even Rs 1600 crorcs. Even if there 
was need to finance the activities of new 
and old borrowers to the extent of 
Rs 500 crores freshly it would still be 
possible to invest sizeable amounts in 
new loans and bonds and avoid heavy 
borrowings by member banks from the 
Reserve Bank. The new happenings in 
the money market in the remaining 
months of the current year may there¬ 
fore prove to be extremely interesting. 
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Inflation 


In recent years the phrase “economic deve¬ 
lopment with stability” has been widely 
used but far from having become a cliche, 
with the passage of time, its significance 
has come to be increasingly appreciated. 
In the late forties and early fifties, there 
was a rather marked enthusiasm, in many 
developing countries, for the potentialities 
of inflation as the policy to foster deve¬ 
lopment. To a large extent, this was 
based on certain seemingly plausible 
theoretical arguments. In part also the 
feeling was that if inflation could be 
justified as the means to finance World 
War II by countries which otherwise 
valued monetary stability greatly, surely 
it could be justified in the war that deve¬ 
loping countries were waging—the war 
against poverty and want. 

But as years have passed, this analogy 
has lost its force and people everywhere 
have become aware of the slow and pain¬ 
ful adjustments which countries have had 
to make since the war to restore a proper 
balance to their economics. As experience 
has brought home the harmful effects of 
inflation, enthusiasm for it has greatly 
diminished. Nevertheless, time and again 
developing countries adopt development 
programmes which are not quite within 
their means or they adopt welfare mea¬ 
sures which, taken together with their 
development aspirations, put an exces¬ 
sive strain on their resources. 

tendency to multiply 

Whatever their origin, inflationary 
forces, if left uncurbed, will tend to multi¬ 
ply and give rise to serious consequences. 
The stage at which a mild inflation dege¬ 
nerates into a rapidly spiralling one can 
vary from country to country. It will 
depend on various factors, the structure 
of the economy and the effect on public 
opinion of inflationary tendencies based 
on the people’s previous experience. But 
sooner or later, without appropriate and 
often stringent measures, such a dege¬ 
neration is bound to occur. 

The effects of unbridled inflation have 
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been brought out succinctly by Maurice 
Frere: “The constant rise in price is a 
source of anxiety to the families of wage 
and salary-earners, whose incomes never 
keep up with prices and who sec before 
their eyes the wealth and luxury of those 
who taking advantage of the fall in the 
value of money, reap easy profits and make 
huge fortunes. It is thus not surprising that 
countries in a state of monetary instability 
are generally a prey to disorders, revolu¬ 
tions or civil war—the precursors of a 
repressive form of government.” 

Today, inflation is not a malady to 
which the developing nations alone are 
susceptible; inflation is a global pheno¬ 
menon. 

high unemployment 

Britain’s economic growth has stum¬ 
bled to 1.5 per cent. Unemployment is 3.5 
per cent, the highest in years. Still, wage 
demands of 20 per cent are frequent. 
Prime Minister Fdward Heath is taking a 
tough stand against union wage demands, 
which he blames for the country’s seven 
percent inflation. His union policy and 
Britain’s high discount rates have not yet 
brought a levelling in prices, but the aver¬ 
age for wage gains appears to be reced¬ 
ing slightly from last year’s 14 per cent. 
And now the freeze on incomes and wages 
for 90 days has been imposed. 

Germany's industrial production grew 
at an annual rate of 1.6 per cent last 
December, compared with 10.5 per cent 
for that month a year earlier. To combat 
the four per cent rate of inflation, the 
government used just about every weapon 
at its disposal; restricted government 
spending, a 10 per cent income tax sur¬ 
charge, tightened depreciation allowances 
■and high interest rates. 

The Netherlands’ economists forecast 
for this year a rise in unemployment, a 
lower yield on invested capital, a drop in 
investments and a worsening balance of 
payments. A six-month freeze in wages 


has been imposed by the government to 
retard a four per cent price rise. 

Sweden has been torn by strikes that 
have closed railways, law courts, govern¬ 
ment offices and schools. Finance Minis¬ 
ter Gunnar Straang has put the country 
on a deflationary diet of tighter credit, 
higher indirect taxes and restricted federal 
spending, and is taking a firm stand 
against union demands. Still, inflation 
is expected to stay about the same as 
last year’s eight per cent. The anti-infla¬ 
tionary policies have hurt small wage 
earners and great companies alike. 

slip in growth 

Japan’s growth has slipped from 15 
per cent last year to 10 per cent so far 
this year—which is sluggish by that coun¬ 
try’s spectacular standards. Unlike the 
slumps elsewhere, Japan’s is not deli¬ 
berate. Among the causes; higher prices 
for middle eastern oil, a new miserliness 
among consumers and a harder US mar¬ 
ket for Japanese exports. A few electro¬ 
nics firms, including Hitachi and Toshiba, 
have put workers on shorter work weeks. 
Prices rose 7.7 per cent last year, but so 
far there has been no government cam¬ 
paign to deflate. 

It is inflation in the USA, however, 
which is very much in the limelight today, 
reminding one of the well worn aphorism; 
when the US sneezes, the rest of the world 
catches red-whitc-and-blue flu. The tempo 
of price hikes has increased rather steeply 
since the end of 1970. In fact, the increase 
in the first half-year has almost been at 
an annual rate of five per cent. This is 
a marked speedup from the 3j per cent 
rate in the previous half-year. Much of 
the industrial price rise is due to increases 
in the prices of crude materials and semi¬ 
finished goods. This will be later reflect¬ 
ed in the finished products and consumer 
prices. 

“The time has come for a new econo¬ 
mic policy,” declared President Nixon. 
“Its targets are unemployment, inflation 
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and international speculation,” Nixon 
embraced much ol what he said he would 
not do—a wage and price freeze for 90 
days followed by some sort of continuing 
regulation of both through a price com¬ 
mission and a pay board. How success¬ 
ful these bodies will prove to be is any¬ 
body’s guess. Three of the big four US 
car manufacturers have already announced 
their plants to ask for a price rise. 
Labour leaders arc demanding that all 
raises called for in existing contracts be 
paid in full —retroactively, if they hap¬ 
pened to come during the freeze. 

While shortages of consumption 
goods, heavy incidence of excise levies 
and lack of economic discipline have given 
a big push to prices in India, it is the 
massive deficit financing and the increase 
in money supply resulting mainly from 
uncontrolled goverment expenditure which 
have provided the main inflationary fuel 
in India. The rate of increase in money 
supply during the year ended June 1971 
worked out to be 12.3 per cent against 
9.X per cent in 1969-70. The main ex¬ 
pansionary factor has been the net bank 
credit to governments which showed a 
phenomenal rise of Rs 924 crores during 
1970-71, reflecting a growing imbalance 
in budgetary operations. The imbalance 
has been particularly marked in the case 
of the state governments. 

big spurt 

By the end of August last, the official 
wholesale paices index (with year ended 
March 1962 as 100) stood at 192.6, mark¬ 
ing a rise of 5.2 per cent within a year. 
Between 1961-62 and 1969-70, the whole¬ 
sale prices spurted by 71.5 per cent. This 
implies that, during this period, the value 
of the rupee has shrunk by as much as 
as 42 paisc to 58 paisc. No clear estimate 
can be made of the price increases since 
the outbreak of hostilities between India 
and Pakistan. 

The problem of inflation docs not 
yield itself to any single clear-cut remedy 
althogh, theoretically, any economy should 
travel along a path of full employment 
and stable rate in line with the rise in the 
gross national product. But in actual 
practice, it may be a dangerous fallacy to 
believe that inflation is a purely monetary 
phenomenon which can be curbed by ap¬ 
propriate fiscal and monetary policies 
alone. 

For growth to proceed without infla¬ 
tion, the pattern of investment should be 


such as to ensure an abundance of those 
goods whose prices are of special signifi¬ 
cance to stability. In general, there must 
be an adundance of those things which 
the working classes buy, “wage goods” 
as they are called. Most important of 
these undoubtedly, in the Indian context 
are wheat and rice as well as other agri¬ 
cultural products such as oilseeds and 
cotton (on which the supply of cloth 
depends). 

avoiding shortages 

If all that was produced domestically 
was readily exportable, or if the country 
had a comfortable foreign exchange posi¬ 
tion, it would not really matter what 
particular pattern of production emerged 
from growth. Surplus commodities could 
be exported and those in short supply, 
if important enough, eonld be imported. 
However, since much of our production 
is not readily exportable and since foreign 
exchange is a continuous constraint for 
our economy, unless wc can avoid a 
shortage of certain key consumer goods, 
specially foodgrains, price stability can¬ 
not be maintained. 

in seasonal commodities, it makes 
sense to build up buffer stocks in years 
of surplus and to release them in periods 
of scarcity--and this is precisely what 
is being attempted in regard to food- 
grains. However, the buffer stocking 
operation is a costly one: it locks up re¬ 
sources and there is a carrying cost with¬ 
out any rate of return. It requires 
storage space and there is always risk of 
deterioration if storage is unduly pro¬ 
longed. A possible alternative is to ex¬ 
port the surplus and maintain a buffer 
stock in the shape of foreign exchange 
for meeting sudden and temporary shor¬ 
tages. 

All too often, when shortages develop, 
whether of foodgrains or of steel or any 
other raw material, foreign exchange 
shortages prevent the government from 
allowing prompt imports. It is only 
when the situation has become almost ir¬ 
retrievable that foreign exchange begins 
to get released. By that time, prices 
have risen and it is extremely difficult to 
reverse the trend. If the same foreign 
exchange which is eventually released 
could only be released in time, the da¬ 
mage could be averted. And it is in this 
context that a buffer stock of foreign ex¬ 
change can help. Even a temporary 
shortage at a critical point can immediate¬ 


ly set in motion a chain reaction of rising 
prices. 

Control over wages and prices has 
been advocated as an instrument for cur¬ 
bing inflationary pressures. 

A well-administered price control can 
indeed be the most useful device in dealing 
with conditions of temporary shortages. 
But control should extend to distribution 
and consumption as well. If price con¬ 
trol applies only to the producer, while 
distribution and consumption are free, 
then middlemen cannot resist the tempta¬ 
tion to make high profits, the rich secur¬ 
ing whatever they want and the shortages 
falling only on the poor. In other words, 
price control, which is effective only at 
the producer’s level, penalises the honest 
producer, rewards the black-marketeer, 
enriches the middlemen and confers no 
benefit on the poor consumer. One there¬ 
fore has to be very conscious of the 
difficulties of controlling prices, distri¬ 
bution and consumption simultaneously. 
The task is well-nigh impossible in a 
country of India’s size, population, diver¬ 
sity of consumable products and levels 
of purchasing power. 

difficult of application 

How difficult it is to apply a viable 
incomes-wages policy was brought out at 
an informal meeting between the Deputy 
Chairman of the Planning Commission 
and leaders of the trade unions, held in 
New Delhi in September last. Most of 
the participants limited themselves to only 
one point, namely fixation of a need- 
based wage without any further delay. 
Some of those present candidly remarked 
that formulation of an incomc-wage- 
price policy would be no more than an ex¬ 
ercise in futlity because it could, at best, 
cover only a fringe of the working popula¬ 
tion: the landless labour would be beyond 
its purview. 

It may be worthwhile recounting the 
American experience of World War 
II, when the General Maximum Price 
Regulation established a price freeze as 
on March 1942. In the next three years, 
the consumer price index rose to 11.1 
per cent—an average gain of 3.7 per cent 
a year. In the same period, average 
hourly earnings of manufacturing workers 
went up 28.6 per cent, an average of 9.5 
per cent a year. When controls finally 
came off, both wages and prices exploded 
in the great postwar inflation. 

The pattern of industrialisation in 
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India still reflects a heavy bias in favour 
of import-substituting industries. This 
bias was perhaps inevitable at the initial 
stage of industrialisation, but seems to 
have persisted to the extent that import- 
substituting industries dominate the indus¬ 
trial setting. 

Very often the difficulties in setting 
up such industries have been aggravated 
by many inefficiencies and high produc¬ 
tion and non-production costs. These 
limitations arc typically experienced in 
the infancy of new industries, which arc 
expected to become progressively more 
efficient as they mature. There is evid¬ 
ence, however, that many industries are 
still in their infancy five, ten or fifteen 
years after they were set up. Persistent 
inefficiencies do not seem to have threa¬ 
tened the survival of these industries in 
domestic markets because our economic 
policies have provided a sheltered enviro¬ 
nment. Thus, even inefficient units have 
been helped to remain in business, often 
at the expense of quality service and 
consumers* choice. 

local content 

In the process of industrialisation, 
there has been excessive insistence on the 
part of the government on a high local 
content leading, over a few years, to com¬ 
plete indigenous manufacture. This has 
inevitably raised costs, forcing the manu¬ 
facturers to develop their own produc¬ 
tion of all kinds of components. Inade¬ 
quate supplies, insufficient quality and 
high cost of locally-produced parts and 
components are generally considered to 
be among the major cost-raising elements 
in the production of capital goods. It is 
a truism that production costs tend to rise 
with the degree of domestic content. 

The situation has been aggravated by 
five main factors, viz. 

—inordinate delays in industrial licen¬ 
cing, approval of foreign collabora¬ 
tion, grant of licences for capital 
goods and the erection of plant and 
machinery, all of which have re¬ 
sulted in heavy cost over runs and 
other teething troubles which often 
threaten to become chronic. 

—recurring labour troubles. Last year 
19 million mandavs were lost on 
this account,—a loss this country 
can ill afford. 

—managerial and technological inade¬ 


quacies which have inhibited the 
healthy growth of several capital- 
intensive industries. 

—periodical shortages of raw materials, 
like steel, which have sometimes 
brought la gc and small industrial 
units to a grinding halt. 

"■ scarcity of financial resources. After 
diversion of bank credit to the new 
“sacred cows” like agriculture, 
small-scale industry, transport and 
for food procurement, private in¬ 
dustry feels starved of credit for 
its working capital. The stringency, 
of funds has affected industries 
like cotton textiles, jute manufac¬ 
tures, engineering and chemicals. 

By and large, India's industrial base 
is sound but cost-heavy. To quote one 
single instance, we have that ailing giant, 
Hindustan Steel, which suffered a cumula¬ 
tive loss of Rs 172 crorcs by the end of 
March, 1970, and has thus wiped out 
nearly a third of its own equity capital. 
It suffers grievously from over-staffing, 
low output, high costs, chronic labour 
troubles and wasteful use of raw mate¬ 
rials, machninery and other assets. This 
may seem an extreme case, but there arc 
several other industries in India which 
suffer from similar maladies in varying 
degrees. 

a salient feature 

Official studies on the Indian tax 
structure show that in 1970-71, the total 
yield from land revenue and agricultural 
income-tax was about Rs 137 crores, 
which formed 0.85 per cent of the net 
output of the agricultural sector. As 
against this, the income-tax collected was 
estimated at Rs 473 crores in the same 
year, which formed 2.6 per cent of the 
net output of the non-agricultural sector. 
Putting it another way, while the pro¬ 
portion of the income and corporation 
tax to income from sources other than 
agriculture had risen from 4.1 per cent 
to 4.6 per cent between the years 1960-61 
and 1970-71, the proportion of land re¬ 
venue and agricultural income-tax to 
national income derived from agriculture 
declined from 1.6 per cent to 0.85 per 
cent. A salient feature of non-agricultural 
income and corporation tax is its inelas¬ 
ticity, despite the efforts of various 
finance ministers to tap every available 
source in this sector. What is most in¬ 
vidious is that public sector outlay on 
programmes of agricultural development 
has been of the order of Rs 3 634, crorcs 


during the first three Plan periods and is 
likely to touch Rs 3,815 crores during the 
fourth Plan period. There is undoubted 
concentration of wealth in the rural 
areas. 

The only way and the most equitable 
method of bringing incomes within the 
general framework of direct incomes 
taxation would be to have a single unified 
system of taxon both agriculture and non- 
agricultural incomes. Thereby agriculture 
would be made to contribute substantial¬ 
ly to the government's resources position. 
By raising the tax exemption limit and 
placing a reasonable ceiling on income- 
tax rates under this system, the non-agri- 
cultural sector and the middle-income 
groups would benefit and tax evasion on 
the present scale may be expected to 
diminish. 

farm tax 

The centre's proposals to the states 
to raise additional resources include: an 
agricultural income-tax, floating of rural 
debentures, betterment levies, a cess on 
commercial crops, revision of irrigation 
and electricity rates, co-ordinated ap¬ 
proach to sales tax, a lax on urban pro¬ 
perty and ostentatious living, special tax 
on betting and certain professions and 
trades, and realisation of arrears of tax 
and non-tax revenues and recoveries of 
loans and advances. The present emer¬ 
gency provides a golden opportunity 
to translate these proposals into reality. 

The Income-tax Department has 
failed to keep abreast of changes in the 
distribution of income during the last 
20 years. Vast numbers of self-employed 
persons such as panwallahs, taxi-drivers, 
fishermen and shopkeepers, who now 
earn more than Rs 4,800 a ycer, continue 
to pay little or no tax. 

At the other end of the scale, thou¬ 
sands of high income earners—small ma¬ 
nufacturers, lawyers, doctors, cinema stars 
and others rec'ive payments in cash 
and have no difficulty in concealing their 
incomes. Some idea of the extent of lax 
evasion today may be had from the fact 
that only 1500 individuals in the coun¬ 
try report an income of Rs 100,000 a 
year. Similarly, no more than one in a 
hundred joint stocks companies declares 
a taxable income of more than Rs 10 
lakhs. 

Tax evasion is not only responsible 
for the mushroom growth of black money 
but also for the failure to tap savings 
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cither through the banks or the share 
market. This is because once the money 
disappears underground, even the part 
of it which is saved cannot be held in 
a bank or in approved securities. A 
lot of it goes to finance hundis and to 
finance chit funds, into unauthorised 
increases in capacity, bribery and into 
smuggling. But even the profits made on 
such dubious ventures cannot be held 
openly in bank deposits. This tax evasion 
in course‘produces a “parallel economy 0 
in low priority speculative ventures or in 
activities such as smuggling, which distort 
and injure the economy. 

There are few remedies against black 
money. One way to check its growth and, 
at the same time, encourage saving is to 
lower and rationalise the rate of direct 
taxation. Simultaneously, there should 
be tax exemption, not on the interest on 
bank deposits, but on the deposits them¬ 
selves up to a reasonable limit; also on 
shares in industries in the core sector. 
Investments made in trusts for speci¬ 
fied socially-beneficial purposes may 
also be exempted from tax and no ques¬ 
tions asked as to the source of the funds. 
Deterrent punishment must be inflicted 
on those found guilty of black money 
operations. 

choice to evaders 

If those who habitually evade taxes 
are given a choice between holding black 
money and risking prison, and keeping 
some or all of it tax-free in banks or in 
approved securities or trusts, many well- 
to-do artists, film stars, doctors lawyers, 
businessmen and others may choose the 
latter course, Even then, the problem 
cannot be easily solved. For, as an emi¬ 
nent economist observes: “Whoever may 
be the operators in the black money 
economy, it is ultimately based solidy on 
the customs, habits and behaviour of the 
vast mass of our people." 

The central government’s revenues 
were Rs lOOOcrores more in 1970-71 than 
in 1964-65. But during the same period, 
its net savings declined by Rs 278 crorcs. 
The discrepancy is accounted for by a 
stunning increase in non-dcvelopmcntal 
expenditure of nearly Rs 1200 crorcs 
since 1965-66. Most of the increase 
has gone into paying the salaries of a 
growing arniv of government employees. 

While it may make sound economic 
sense to lay oft redundant government 
employees or to retire them compulsorily 
after a service of 30 years, any move in 


this direction is bound to meet stubborn 
opposition not only from the employees’ 
unions (backed by all the political parties) 
but also, as a recent judgement of the 
Mysore High Court indicates, from the 
judiciary. Overcoming this opposition 
may not be easy, but it cannot be post¬ 
poned much longer. The least the gov¬ 
ernment can do is to staff new public 
sector enterprises from excess personnel. 

state budgets 

The union Finance Ministry has re¬ 
peatedly rapped the states on the knuck¬ 
les for presenting deficit budgets and 
drawing overdrafts on the Reserve Bank 
of India. But the scope for economy in 
their establishment charges has become 
severely restricted due to the rising costs 
of housing, water, power and transport. 
Besides, their wage bills have gone up 
steeply in the wake of the interim relief 
granted last year to the low-paid emplo¬ 
yees of the centra! government. In some 
ways, the state governments are under¬ 
staffed. The Planning Commission was 
compelled to remark recently that plan¬ 
ning activity in many states is still carried 
on by skeleton staff and without the as¬ 
sistance of scientific and technical experts. 

The only way out for the states is to 
spread the tax net to new pockets of 
rural prosperity and to tone up the 
machinery for the collection of all those 
taxes which fall under the state's sphere. 
There is always a risk that some state 
governments, which are denied overdrafts 
by the Rcsrve Bank, may simply use 
funds meant for developmental projects 
to cover routine administrative expenses. 
This may have to be forestalled by linking 
the allocation of Plan funds to the state 
government's success in raising resources 
1 and implementing developmental projects. 

Speaking in New Delhi a few years 
ago. Prof. P.M.S. Blackett declared: “The 
present poverty is so great and the task 
of dealing with a rapidly rising popula¬ 
tion is so formidable that, in my view, 
almost everything must be sacrificed to 
economic growth. Economic growth is 
not everything, but today in India it is 
almost everything." 

Prof. Blackett's remarks, made against 
the background of Indian poverty, are 
equally valid in the context of Indian 
inflation. 

On the agricultural front, commenda¬ 
ble progress has been registered in recent 
years. The benefits of the green revolu¬ 
tion have not, however, trickled down to 


the small and marginal farmers and those 
among them who eke out a living in un¬ 
irrigated areas or in adverse soil condi¬ 
tions. It is these sections that need mas¬ 
sive assistance either in improving their 
methods or in diversification to poultry 
farming, sheep rearing, dairying, fruit 
cultivation, horticulture and, above all, 
cash crops. There is dire need for cot¬ 
ton, oilseeds, cashew and the like, on 
which industry depends for its raw mate¬ 
rial. Considering that, according to the 
last Census, 43 per cent of the working 
population consists of cultivators and 26 
percent of agricultural workers, the im¬ 
portance of all-round growth in agricul¬ 
ture and agro-based industry cannot be 
over-emphasised. 

Newsprint, paper, cement, the tractor 
and road transport industries call for in¬ 
creased investment and output; so also 
do the wagon-building, machine tool and 
forge and foundry industries, to name a 
few. The production of consumer goods, 
particularly of consumer durables, badly 
needs a fillip. Government’s policies 
strangely enough frown on industrial ex¬ 
pansion, development, diversification, 
something which alone, in the existing 
conditions, can guarantee larger employ¬ 
ment, better incomes and improved living 
conditions. The government should 
foster an atmosphere of growth rather 
than a domain of control. 

purchasing power 

There is no point in referring to India 
as a vast potential market so long as 
large numbers of people lack effective 
purchasing power. In the Indian situa¬ 
tion, the attack on inflation has to come 
mainly through a strategy for increasing 
production and combating poverty. There 
should be selective new programmes, 
rather than the age-old dictum of redis¬ 
tribution of property and land reform. 
The creation and choice of technology to 
increase production several fold; the ex¬ 
pansion of the market, both urban and 
rural; the formation of growth centres; 
a massive programme of low-cost hous¬ 
ing in urban areas; a rural works 
programme; the setting up of multi¬ 
purpose co-operative institutions and 
industrial promotion with emphasis on 
transport and marketing,—these arc 
some of the steps which would accelerate 
the growth of national wealth, reduce un¬ 
employment or underemployment and 
lead to a more equitable redistribution 
of the money supply which, in turn, will 
create all-round demand. 

A great deal of responsibility in the 
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matter of pricing lies with industry itself 
in ensuring that fair trade practices are 
observed. It has to maximise production 
with a view to mitigating shortages; also 
take all the steps which make for econo¬ 
mies in production costs, so that the bene¬ 
fits are passed on to the consumers. 
Above all, it should pay sufficient atten¬ 
tion to quality: the tendency to overlook 
this important aspect of merchandising 
is all too evident in conditions of scarcity. 

Chambers of commerce and industry, 
which are so vociferous in the matter of 
redressing the grievances of their mem¬ 
bers, should assume a positive role in en¬ 
suring that manufacturers, wholesalers, 
stockists and retailers create a better 
image in (he public rnind by serving the 
consumers’ interests also. 

role of consumers 

In the ultimate analysis, the remedy 
largely lies in the hands of the consumers 
themselves. They have to assert them¬ 
selves and resist firmly any attempt by 
the trade to exploit them and eventually 
bring about a measure of sanity and 
fair-play in the trade. The formation of 
an All-India Consumers’ Council in New 
Delhi shows that urban consumers are at 
last becoming aware of the power they 
can wield if they organise themselves. 
Bombay already has a Consumer Gui¬ 
dance Society which is trying not merely 
to get manufacturers and retailers to play 
fair, but also to spread ideas about con* 
sumer resistance. 

There is as yet no full-fledged consu¬ 
mer resistance movement of the kind 
that exists in some western countries, but 
there is no reason why, given aggressive 
and selfless leadership, the attempts now 
being made in some cities to rouse tbe 
consciousness of the buyers should not 
eventually lead to the birth of a nation¬ 
wide movement. There is great need for 
it, because it is futile to expect the gov¬ 
ernment to do anything more than it does 
to protect the consumer. Its attempts 
hold the price line have not been more 
successful than its efforts to prevent the 
adulteration of food. Every law it passes 
is circumvented through one ingenious 
method or another, and there is a limit 
to the number of restrictions on manu¬ 
facture and trade that it can impose. But 
if the government had the backing of a 
well-organised body of consumers and if 
it, in turn, helped such a body to grow, 
much more effective pressure could then 
be brought to bear on those who make, 
distribute and sell goods. 

The economists have tried for years 


to contain inflation whilst keeping the 
economy moving at optimum speed but 
without conspicuous success. Keynes, 
for instance, believed that an economy 
should be permanently in a quasi-boom. 
The key to achieving that, Keynes per¬ 
ceived, was to maintain constantly a high 
level of what he called ‘aggregate de¬ 
mand.’ In the early 1930’s Keynes cried 
out that the only way to revive the ag¬ 
gregate demand was for the government 
to cut taxes, reduce interest rates, spend 
heavily—and deficits be damned. 

The Keynesian theory has of late 
come under fire from the ‘Chicago 
School’ of economic thought whose high 
priest is Milton Friedman. In Fried¬ 
man’s view, governments have repeatedly 
misused their two chief weapons against 
recession and inflation: fiscal and mone¬ 
tary policies. He contends that the Key- 
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nesians rely too much on fiscal regula¬ 
tors—that is, on change in taxes and gov¬ 
ernmental spending. Consequently, they 
under-rate the influence of monetary 
policy, notably in the quantity of money 
in circulation. Of all the economic tools 
at the government’s disposal, insists 
Friedman, the most important and fas¬ 
test-acting by far is regulation of the 
money supply. Over the short run, the 
money supply indirectly controls the 
growth of the economy; in the long run, 
it governs how quickly prices rise or fall. 
Prof. John Kenneth Galbraith, on the 
other hand, insists that monetary res¬ 
traints are ineffective, and that only some 
form of wage and price control can slow 
price increases 

But on any long-term view, monetary 
policy alone cannot be a substitute for 
a general policy carefully worked out by 
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proper co-ordination between budgetary 
and credit authorities. All too often this 
is neglected and a disproportionally heavy 
burden is placed on those responsible for 
the control of credit. It is always neces¬ 
sary to provide the foundation on which 
monetary policy can successfully be ap¬ 
plied. In India, the Reserve Bank can 
play only a limited role in containing in¬ 
flationary pressures. All it can do is to 
exercise reasonably effective control over 


the commercial bank sector. It has no 
control over some important constituents 
of money supply, mainly dificit financing. 

The maintenance of monetary stability 
does not always require a balanced bud¬ 
get just as it does not require an un¬ 
changing amount of bank credit to the 
private sector. A limited amount of de¬ 
ficit financing by the public sector, as 
by the private sector, can normally be 
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absorbed in a growing economy without 
generating inflationary pressures. The 
limit of safety varies from country 
to country and Will have to be continu¬ 
ously reviewed by the budgetary and 
credit authorities acting in co-operation. 
The art of monetary management lies in 
carefully balancing monetary expansion 
with the capacity of the economy to ex¬ 
pand output and create employment 
opportunities. 


MMTC and export ~-~ 

of iron ore 


The Minerals & Metals Trading 
Corporation of India Limited represents 
one of the pioneering efforts of the pub¬ 
lic sector in international trade. With 
the rapid growth of the activities of the 
State Trading Corporation of India, 
which was established in 1956. from a 
total turnover of about Rs 9 crorcs in 
1956-57 to about Rs 87 crorcs in 1962- 
63, it was considered that a separate 
corporation should be set up exclusively 
for developing the export of mineral 
ores and for regulating the imports of 
essential materials like steel and non- 
ferrous metals. It was on this basis 
that the government of India decided to 
bifurcate the SI C and carve out a new 
organisation dealing exclusively with the 
trade in minerals and metals. The MMTC 1 
was registered as a private limited com¬ 
pany under the Companies Act. 1956. 
on Sept ember 26, l l *63. It started func¬ 
tioning with effect from October 1, 
1963. The authorised capital of the Cor¬ 
poration is Rs 5 crorcs and the present 
paid tip capital is Rs 3 crorcs. I’hc entire 
share capital has been subscribed by the 
government of India. The MMTC func¬ 
tions within the framework of its Memo¬ 
randum of Articles of Association. The 
Corporation takes its own decisions in 
all business and financial matters except 
that all cases involving capital expen¬ 
diture exceeding Rs 10 crorcs arc fina¬ 
lised with the prior approval of the Pre¬ 
sident of India. The main objectives of 
the Corporation are to organise and un¬ 
dertake export of mineral ores and other 
allied commodities and import of non- 
ferrous metals, steel, and fertilizers and 
fertilizer raw materials. The business of 
the Corporation is managed by a Board 


of Directors, consisting of one full-time 
Chairman-cum-Managing Director, three 
Executive Directors and eight cx-officio 
Directors, appointed by the President of 
India. The headquarters of MMTC are 
located at New Delhi. The Corporation 
has regional offices at Calcutta. Para- 
deep Visakhapatnam, Madras, Goa, and 
Bombay. All work relating to procure¬ 
ment. shipment and distribution is han¬ 
dled by the regional offices. The Corpo¬ 
ration has a foreign office at Tokyo. 
Japan. 

The total turnover of the MMTC 
increased from Rs 251 crorcs during 
1970-71 to Rs 268 crorcs during 1971- 
72, showing an increase of 7 per cent. 
The net profit, after taxation, went up 
from Rs 1.94 crorcs to R,s 5.39 crorcs, 
over the corresponding period. During 
1972-73, the Corporation is expected to 
cioss Rs 350 crore mark in its total turn¬ 
over. 

business trends 

The exports of MMTC consist of 
iron ore. manganese ore, ferro-manga- 
nese. coal, mica and other minor mine¬ 
rals. The exports of the Corporation 
decreased from Rs 105 crorcs during 
1970-71 to Rs 87 crorcs during 1971-72, 
showing a fall of 21 %. However, during 
1970-71, its exports had increased by 
1 6% over the preceding year. The short¬ 
fall in exports of minerals during 1971- 
72 was due to the world-wide reebssion 
in the sled industry, Indo-Pak hostilities, 
transport bottlenecks in the eastern re¬ 
gion of the country and labour trouble 
at Madras Port. I he major import items 


of the Corporation are: non-ferrous me¬ 
tals, steel and fertilizers and fertil/er raw 
materials. The imports increased from 
Rs 144.5 crores during 1970-71 to Rs 
180.1 crores during 1971-72, recording 
an increase of 24%. The increase in im¬ 
ports was much sharper during 1970-71. 
when they shot up from Rs 45.5 crorcs 
during 1969-70 to Rs 144.5 crorcs during 
1970-71. showing an increase of 218%;. 
Lhe sharp increase in imports was main¬ 
ly because of canalization of metals 
bought from abroad. 

Tabic I explains the business trends 
of the Corporation during the last five 
years. 

export performance 

In this article I shaJl examine the 
question: “Has MMTC been successful 
in exporting India’s Iron Ores?”. While 
an answer to this question will mainly 
depend on an evaluation of the export 
performance of the Corporation, there 
will be need of examining its role in 
providing infrastructural facilities. Even 
before we analyse these aspects, we 
should have an idea about the reserves 
and production of iron ores in India 
vis-a-vis world reserves and world pro¬ 
duction of iron ore. 

Iron ore is one of the most abundant 
metallic elements in the earth’s crust, 
the known reserves of which have been 
estimated at 250,000 million tonnes. The 
world production of iron ore went up 
rapidly during the forties, fifties and 
sixties. In 1969, world production of 
iron ore was of the order of 719 million 
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tonnes. It increased to 753 million ton¬ 
nes during 1970. World imports of iron 
ore increased from 282 million tonnes 
during 1969 to 315 million tonnes during 
1970, while world exports of iron ore 
rose up from 275 million tonnes to 311 
million tonnes over the corresponding, 
period. Table 11 explains world exports 
of iron ore during 1966-70. 

reserves in India 

The 1970 edition of the “Survey of 
World Reserves of Iron Ore- -Occurren¬ 
ce and Appraisal”, brought out by the 
United Nations, puts the measured, in¬ 
dicated and inferred reserves of iron ore 
in India at nearly 9 billion tonnes with 
additional 20 billion tonnes of potential 
ore reserves. Apart from the dear possi¬ 
bility of more reserves being discovered 
as the Geological Survey of India, the 
Indian Bureau of Mines, and the Mineral 
Exploration Corporation, which has 
recently been set up. expand their acti¬ 
vities in the field, it is expected that even 
the reserves already known are more 
than enough to meet the demand not 
only of our growing domestic steel indus¬ 
try but also for increasing exports for 
well over two centuries. However, ac¬ 
cording to Dr. M.S. Balasundaram*. 
Director General, Geological Survey of 
India, the already known iron ore re¬ 
serves of India are likely to be depleted 
by 2019. This seems to be a conservative 
estimate. Nevertheless, Dr. BaJasun- 
daram’s estimates give a timely warning. 
The exploration of India’s iron ore re¬ 
serves needs to be undertaken on a prio¬ 
rity basis. The Mineral Exploration Cor¬ 
poration should give top-most priority 
to this matter in its ‘Exploration Plans’. 

For the sake of convenience, India's 
iron ore deposits have been divided into 
the following live zones:- 

Zone A: Districts of Singhbhum, Ke- 
onjhar and Sundergarh (Bihar and 
Orissa States); Zone B: Bailadila 
(Madhya Pradesh), Roughat (M.P), 
Dhalli-Rajahara (M.P.): Zone C: 
Bellary-Hospet( Mysore), Chickma- 
galur (Mysore), Chitradurga 
Shimoga Districts (Mysore), Mag¬ 
netite deposits (Andhra Pradesh); 
Zone 1): Goa. Ratnagiri Sc Redi; 
and Zone E: Kudrctnukh. 

Production of iron ore in India has 

*“A Review of the Reserves and Demand Pattern 
of (run, Manganese and Chromite Ores in India’* 
by Dr M. S. Balasundaram, The Eastern Metal 
Bulletin* Annual Number, April 1972, p. 43 



Table 1 


Business Trends of the Minerals and Metals Trading Corporation 


Description 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 




Rs in Crorcs 


Exports 

70.6 

80.2 

90.9 

105.2 

86.8 

Imports 

28.8 

25.4 

45.5 

144.5 

180.1 

Domestic 

0.4 

0.5 

1.2 

1.5 

1.2 

Profit before tax 

1.6 

- 0.6 

1.8 

8.6 

16.2 

Profit after tax 

1.3 

— 0.6 

0.6 

1.9 

5.4 

Overheads 

1.9 

2.0 

2.3 

2.9 

3.3 

Stocks 

8.5 

9.2 

8.8 

19.1 

25.3 

Equity 

3.0 

3.0 

3.3 

3.0 

3.0 

Reserves 

10.4 

JO.O 

10.6 

13.2 

18.5 

Loans 

3.2 

7.2 

1.0 

0.9 

Nil 

Net Worth 

13.3 

12.9 

13.4 

16.1 

21.5 




Percentages 


Overheads: Sales 

1.9 

1.9 

1.6 

1.1 

1.2 

Stocks: Sales 

8.5 

8.7 

6.5 

7.6 

9.4 





Times, 


Sales: Working Capital 6.2 


‘ 10.0 

15.5 

13.4 





Source: 

MMTC 


Tam l 
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World Exports of Iron Ore: 1966 to 1970 






(Quantity: thousand tonnes) 

Country 

I960 

1967 

1968 

1969 

1970 

Africa, South 

2,900 

4.450 

4,900 

4,810 

5,854 

Algeria 

1.500 

1,450 

1,835 

l,9J0 

1,900 

Australia 

2,010 

8,895 

16.-59 

26,862 

41,093 

Brazil 

12,980 

14,500 

15,050 

17,931 

24,052 

Canada 

31,186 

31,911 

36,589 

28,355 

38,851 

Chile 

11,696 

10,500 

10,660 

10,650 

10,320 

France 

18,195 

17,765 

18,481 

18,699 

18,862 

India 

13,316 

13,491 

15,649 

16,667 

20,470 

Liberia 

16,822 

17.252 

18,918 

*20,718 

22,819 

Malaysia 

5,793 

5,300 

5,200 

5,400 

4,960 

Mauritania 

7,157 

7.448 

• 7.703 

L 8,580 

f 9,220 

Morocco 

850 

950 

740 

885 

827 

Norway 

1,505 

2,506 

2,880 

2,872 

2,964 

Peru 

7,600 

8,450 

8,990 

10,500 

10,400 

Philippines 

1,605 

1,382 

1.356 

1,469 

1,875 

Sierra Leone 

2.322 

2,200 

2,560 

2,650 

2,510 

Spain 

1,030 

1,610 

1,980 

2.676 

2,708 

Sweden 

22,545 

23,185 

29,051 

31,197 

28,417 

Tunisia 

876 

840 

7J0 

527 

488 

USA 

7,904 

6.016 

6,022 

5,277 

5,580 

USSR 

26,118 

28,685 

32,201 

33,071 

37,260 

Venezuela 

16,800 

17 , 0 ' M ) 

16,800 

19,000 

20,018 

World 

212,100 

225,3*:-) 

257,250 

275,310 

311,200 


Sources: (i) Commodity Tra - Statistics, UN 

(ii) Quarterly Bulle n of Iron & Steel Statistics, UN. 
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rapidly increased since the middle of the 
fifties. It increased from 6.9 million 
tonnes in 1955 to 16.6 million tonnes in 
1960 and to 31 million tonnes in 1970. 
Table 111 gives the production figures 
of iron oie ’ in India for a few selected 
years. 

Exports of iron ore from India, ex¬ 
cept from Cioan region, are canalised 
through the Minerals & Metals Trading 
Corporation of India. Exports from Goan 
region have not been canalised for his¬ 
torical reasons. The Goan shippers can 
export iron ore directly. They can. if 
they like, route their exports tin ouch the 

Table 111 

Production of Iron Ore in India 

Year Total 

(Million tonnes) 

1935-37 (average) 2.6 

1949-54 (average) 4.2 

1955 ” 6.9 

1959 II. I 

1963 19.9 

1967 25.9 

I96S 28.0 

1969 29.6 

1970 30.8 


Source: “Mineral Statistics of India 1 ', 
Indian Bureau of Mines, Nagpur 

Tabu; IV 


MMTC. Table IV explains India's ex¬ 
ports of iron ore during the last 23 
years. 

This table reveals that our ex¬ 
ports of iron ore increased substantially 
during the second five-year Plan. They 
rose from 2.8 million tonnes during 1955 
to 9.89 million tonnes during 1961-62. 
During 1962-63 the exports showed a 
marginal fall. However, thereafter they 
continued showing increasing trends. 

A comparative statement of the ex¬ 
ports of MMTC and that of the Goan 
exporters is given in Table V. 

This table is revealing. It shows 
that while during 1970-71 India's 
exports of iron ore, as a whole, 
went up by 17% over the figures of 
1969-70. during 1971-72, there was mar¬ 
ginal increase of 0.5%. The exports of 
MMTC during 1970-71 increased by 
16% over the exports of 1969-70. while 
the exports of Goan shippers over the 
same period increased by 21%. During 
1971-72, the exports from MMTC 
showed a fall of 9% over the figures 
of 1970-71. On the other hand, the ex¬ 
ports from the Goan shippers over the 
same period increased by 14%. This 


nMisjun 

was the position in regard to the volume 
of iron ore exports. In terms of value, 
the total exports decreased by 10% du¬ 
ring 1971-72 over the exports of 1970-71. 
The iron ore exports of MMTC as well 
as that of the Goan shippers, in terms of 
value, decreased by about 12% over the 
same period. The rate of growth, how¬ 
ever, tells a different story. The rate of 
growth of exports from MMTC over a 
period of eight years was 11.4%, while 
that of the Goan shippers was 8.8%. 
The reasons for the decrease in the ex¬ 
ports of iron ore during 1971-72 have 
been explained previously. 

The ‘order book 1 of the MMTC is 
quite satisfactory and it is making all- 
out efforts to increase the exports of 
iron ore substantially during 1972-73. 

There are only three markets where 
MMTC" exports iron ore. Of these, Japan 
is the predominant market with a share of 
71%. The Japanese steel mills which im¬ 
port iron ore from MMTC are: Nippon 
Steel Corporation: Nippon Kokan Ka- 
bushiki Kaisha: Sumitomo Metal Indus¬ 
tries Ltd; Kawasaki Steel Corporation: 
Nakayama Steel Works Ltd; Kobe Steel 
Limited; Osaka Iron & Steel Co. Ltd; 
and Nisshin Steel Company Ltd. The 


Table V 

Exports of Iron Ore by MMTC as Compared with the Exports by Goan Shippers 

<1964-65 to 1971-72) 


India's Exports of Iron Ore 




(Million tonnes) 

Year 

Total 

Years 

MMTC 

Goan Shippers 

Total 








tonnes) 

(i) 

(2) 

(3) 

(4) 

1949-54 (average per vear) 

.00 

1964-65 

5.27 

5.68 

10.95 

1955 

.80 

1965-66 

6.75 

5.62 

12.27 

1956 

.81 

1966-67 

7.60 

5.61 

13.21 

1957 

.97 

1967-68 

8.52 

5.63 

14.15 

1958 

40 

1968-69 

9.15 

6.75 

15.90 

1959 

6.20 

1969-70 

10.50 

7.20 

17.70 

1960-61 

8.80 

1970-71 

12.10 

8.70 

20.80 

1961-62 

9.89 

1971-72 

10.97 

9.93 

20.90 

1962-63 

9.08 





1963-64 

9.87 

Increase or decrease in 1970-71 




1964-65 

10.95 

over 1969-70 figures 

16% increase 21 % increase 

17% increase 

1965-66 

12.27 





1966-67 

13.21 

Increase or decrease in 1971-72 




1967-68 

14.15 

over 1970-71 figures 

9% decrease 

14% increase 

0.5% increase 

1968-69 

15.90 





1969-70 

17.70 

Growth rate during the period 




1970-71 

20.80 

to 1971-72 

11.4% 

8.8% 

,, 

1971-72 

20.90 






Source: Directorate General of Commer- Sources: — (i) DGCI &S, Calcutta, 

cial Intelligence & Statistics, Calcutta) 00 MMTC, New Delhi. 
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•other two markets for the export of iron 
ore are: East Europe anti West Europe. 
The Corporation is trying to diversify 
the markets for iron ore. It has already 
started exporting iron ore to South Korea 
and Taiwan, k plans to enter the West 
European market in a big way. So far. 
its exports to West European countries 
took place on the basis of link deals. It 
is now trying to obtain independent or¬ 
ders from these markets. 

The other major areas of steel pro¬ 
duction, viz. the North American Con¬ 
tinent and the 11SSR, cannot be reckoned 
as markets for India’s iron ore. because 
of (a) the proximity, in the case of the 
USA, of abundant sources of supply in 
Canada and the Latin American coun¬ 
tries to supplement its domestic produc¬ 
tion, and (b) the ability of the USSR, 
not only to meet her entire domestic re¬ 
quirements but also to export substantial 
quantities to neighbouring countries of 
East and West Europe. 

mechanisation of mines 

Iron ore exports have become a high¬ 
ly mechanised operation all along the 
line. Mechanised mines have been com¬ 
missioned in other countries capable of 
producing more than 20 million tonnes 
per annum. The mine situated at Ml. 
Tom Price operated by Hamersley in 
Australia is producing 22.5 million ton¬ 
nes per annum. Wagons with a carrying 
capacity of a hundred tonnes ply bet¬ 
ween mines and ports and in each trip 
10,000 tonnes or more of ore is moved 
from the mine to the port site. With so 
many sources of iron ore being estab¬ 
lished around the world and reduction in 
ocean freight due to increasing sizes of 
ore-carriers and of loading ports, the real 
competition is not so much in the ore 
quality—important as that is—but in the 
matter of ocean freight costs to the 
buyers. Our leading competitors like 
Australia in particular, and Peru and 
Chile on West Coast of South America, 
apart from older suppliers in the Japa¬ 
nese market like Brazil, arc making 
steady efforts to be able to sell their ore 
under growing competitive market con¬ 
ditions. The race for constructing facili¬ 
ties to accommodate vessels of 100,000 
DWT and more is on. and already ten 
porta of the world have such facilities and 
many of them arc taking steps to provide 
for 200.000 DWT vessels. 

In 1964-65 the entire exports made by 
the MMTC were of the manually mined 
ore. Today, over 40% of ore exports 
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are ores from mines that are fully mecha¬ 
nised. These are situated at Kiriburu in 
the Singhbhum District of Bihar and at 
Bailadila in the Bastar District of Ma¬ 
dhya Pradesh, both being owned and 
operated by the National Mineral Deve¬ 
lopment Corporation. More mechanised 
mines are on the anvil. I he NMDC is 
setting up another mechanised mine at 
Bailadila; It is also developing a 
mechanised mine on the Donimalai de¬ 
posits in Mysore. Besides, a mechanised 
mine at Daitari. being operated by the 
Orissa Minnig Corporation, a state 
government undertaking, is also nearly 
icady. With the contribution from these 
projects, the share of ore from the me¬ 
chanised mines is expected to increase 
significantly in the years to come. 

deep draft ports 

Mechanisation of ports is also going 
on apace. We have mechanical ore 
handling systems and deep draft ports 
at Visakhapatnam and Paradecp at pre¬ 
sent. As against exports of the entire 
quantity through non-mechanised means 
in 1964-65. 60 per cent of the exports bv 
the MMTC during 1970-71 were through 
mechanised ports which is a fair mea¬ 
sure of moving towards international 
trends in this ore. Even through semi- 
mechanised facilities, maximum benefit 
is sought to be taken; through Madras, 
for instance, more than 2 million tonnes 
were exported for the third year in suc¬ 
cession in 1970-71 earning foreign ex¬ 
change worth Rs 15 crores. The Visa¬ 
khapatnam Outer Harbour, when ready 
in 1974 would put India also on the 
map of countries having ports capable 
of accommodating 100,000 DWT ves¬ 
sels. Madras, Marmugao and Haldia 
would all have modern ore handling fa¬ 
cilities and deep drafts to accommodate 
considerably larger sized vessels than is 
possible now. 

The Corporation is taking recourse 
to both the road and rail in full measure 
in moving the ore from the mines to the 
port. The MMTC runs the largest road 
operation in the country by moving about 
2 million tonnes of iron ore to Paradecp, 
which incidentally has helped the coun¬ 
try to keep this port alive against heavy 
odds. New railway lines are being built 
to connect Barajamda Sector with Hal¬ 
dia port under construction and Cuttack 
with Paradcep. 

Foreign exchange earnings through 
exports of iron ore crossed the Rs 100- 
crore mark for the first time in 1969-70, 
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and in 1970-71 it increased further by 
about 15 per cent to over Rs 117 crores. 
During 1971-72, however, the foreign 
exchange earnings from iron ore ex¬ 
ports declined to Rs 105 crores, showing 
a fall of 10 per cent. The MMTC’s 
share in 1969-70 was Rs 70.80 crores. 
which increased to Rs 80.44 crores during 
1970-71. but decreased to Rs 72.73 cror¬ 
es during 1971-72. During the last six 
years (1966-72) the country has export¬ 
ed about 603 million tonnes and has 
earned about Rs 556 crores of foreign 
exchange through this single item. 

On the basis of the above analysis. 

I am strongly of the opinion that the 
MMTC, on the w'hole. has shown satis¬ 
factory performance. The country has 
targeted a growth rate of 7.6 per cent 
per annum for iron ore. as against 7 per 
cent per annum for expotjts as a whole. 
The mineral exports, particularly iron 
ore, are going to play a crucial role in 
India s cherished goal of eliminating de¬ 
pendence on foreign aid by the end of 
the current decade by generating addi¬ 
tional foreign exchange through aug¬ 
mentation of exports, and I am sure the 
MMTC knows how to rise to the occa¬ 
sion! 

iron ore board 

There are a numbei of agencies 
which deal with iron ore in one way or 
the other. Some of the most important 
agencies are: The Ministry of Steel & 
Mines; the Minerals & Metals Trading 
Corporation; the National Mineral De¬ 
velopment Corporation; the Indian Bu¬ 
reau of Mines; the Geological Survey of 
India; the Mineral Exploration Corpo¬ 
ration and the public sector steel com¬ 
panies. There has been lack of coordina¬ 
tion among these various agencies. The 
production of captive mines of the steel 
plants has been declining and the cost of 
ore production has been going up. Reali¬ 
sing these difficulties, the government 
of India, it is reported, has decided 
to set up an Iron Ore Board to look after 
the entire gamut of mining, develop¬ 
ment, export and other related matters 
concerning iron ore. All the agencies 
concerned with this mineral will be re¬ 
presented on the proposed board. It is 
suggested that this Board may be cons¬ 
tituted after passing a ‘Mineral Ore Ex¬ 
port Policy Resolution’ in Parlia¬ 
ment. A stage has now come when we 
should cleariy define our objectives in 
regard to the exploration, development, 
exploitation, production, and utilisation 
either for the domestic plants or for cx- 
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ports, of our mineral resources, particu¬ 
larly iron ore. It is in view of this fact 
that this author has recommended the 
passing of the above policy resolution. 
The Iron Ore Board should be a statu¬ 
tory body. It should have a full-fledged 
Chairman. It would not be advisable 
to appoint an ex-oflicio Chairman. The 
Board should be the highest policy mak¬ 
ing agency in regard to all matters rela¬ 
ting to iron ore. At the same time, 
however, it should not interfere in the 
day to-day working of the other related 
agencies. It should Jay down policies 
and the work of implementation should 
be left to the agencies concerned with 
exploration, development, and exports. 
Whenever it is felt that an implementing 
agency is not giving effect to the policies 
laid down by the Iron Ore Board, such 
an agency should be reorganised rather 
than being subjected to direct interferen¬ 
ce by the Board. 

catering for exports 

The Japanese steel mills prefer gra¬ 
des with an .iron content of 639^ l ; e and 
above. The MMTC is aware of this fact. 
With the establishment of considerable 
sintering capacity at the Japanese steel 
mills, the trend is now towards purchase 
of more and more lines at the expense 
of lumps. The Corporation has constant¬ 
ly been keeping this factor in view. How¬ 
ever, serious thinking needs to be given 
to the requirements of ore size as also to 
the processing aspects. With the im¬ 
provement in the blast furnace cfliciency, 
the buyers would prefer uniform-sized 
ore. The sizes likely to be most in de¬ 
mand would be: 30 mm to 10 mm and 
below 10 mm. The Corporation should 
ascertain the preferences of the buyers 
well in advance so that the mining opera¬ 
tions as well as the crushing and screen¬ 
ing operations can be adjusted and mo¬ 
dified accordingly. The market for pro¬ 
cessed materials such as pellets is fast 
expanding. Pelletisation involves high 
capital investment and long gestation 
period. But this has long-teim benefits. 
Most of our iron ore in the natural state 
contains about 40 per cent of the ore oc¬ 
curring as fines. Additional tines of the 


order of 15 per cent are produced as a 
result of mining, blasting and crushing 
operations. In order to reduce our cost 
of production it is of paramount impor¬ 
tance that we should utilise our iron 
ore fines by pelletization. Some pelleti¬ 
zation plants have already been set up 
in the country. There is need of estab¬ 
lishing more and more such plants. 

dollar devaluation 

The MMTC had asked the Japanese 
steel mills to compensate it for the loss 
of its iron ore export earnings as a result 
of the dollar devaluation. During the 
year 1971-72 alone the Corporation lost 
nearly Rs 6 crores in foreign exchange. 
Jt had asked Japan for a mark-up of 
over 8 per cent in iron ore price to neu¬ 
tralize the elfecl of dollar devaluation. 
Despite several rounds of discussions 
with the Japanese steel industry, the pros¬ 
pects of an upward revision do not seem 
to be bright. India, like other iron ore 
producing developing countries, is fac¬ 
ing a peculiar situation. While, on the 
one hand, the prices of iron ore have 
been adversely affected by the recent 
international monetary crisis, on the 
other, world prices of steel have been 
showing rising trends. The difference bet¬ 
ween the increase in the price of finished 
steel and ore during the last few years 
was as much as 33 per cent, in one par¬ 
ticular year, as high as 50 tier cent. If 
the developing countries that are expor¬ 
ters of iron ore have to survive, it is of 
paramount importance that a linkage 
should be established between the prices 
of iron ore to the world market price of 
sleek Effort*, to this effect were made at 
a meeting of 30 countries at Geneva in 
February, 1972, but the meeting turned 
out to be a failure. This was mainly 
due to the under-cutting by some ore 
exporting developed countries like Aus¬ 
tralia and Canada. It is absolutely es¬ 
sential that such a linkage is established 
as early as possible. The help of inter¬ 
national agencies like UNCTAD should 
be sought for securing an international¬ 
ly agreed price for iron ore. It is un 
derstood that India and other iron ore 
exporters have urged the UNCTAD 
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Secretariat to study this question. The 
UNCTAD Secretariat should take up 
this study on a priority basis, 

Ihc MMTC should explore the 
possibility of opening an Overseas Office 
in East Europe. This will be helpful 
in coordinating its business activities in 
East European countries as well as in 
the West European countries. 

The Goan shippers have been allow¬ 
ed to export iron ore to Japan, indivi¬ 
dually or collectively, for historical rea¬ 
sons. The main reason for allowing the 
private shippers from Goa to continue 
exporting iron ore to Japan is that they 
have long-established contacts with the 
foreign buyers. 1 feel, however, that a 
stage has now come when this position 
should be reviewed. The Goan shippers: 
should be given a definite time-limit be¬ 
yond which they should not be allowed 
to export iron ore as private parlies. 
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The two Houses of Parliament have 
completed their general deliberations on 
the 1973-74 central budget. The budget 
proposals of the Finance Minister, Mr 
Y.B. Chavan, came in for sharp criticism 
in both the Houses, primarily on two 
counts: (i) the budget did not reflect 
the true deficit which is likely to be 
incurred next year; and (ii) it did not 
contain much to curb operations of black 
money. The yawning gap in the central 
budget, which had necessitated heavy 
deficit financing during the first four 
years of the current Plan, and the persis¬ 
tent increase in black money, it was 
argued by member after member, were 
playing havoc with the economy, as they 
were resulting in accentuation of infla¬ 
tionary pressures. It was particularly 
noted by the opposition members that 
the price rise during 1972-73 had exceed¬ 
ed all anticipations and had been unprece¬ 
dented. Deficit financing, it was enpha- 
sised, was hitting more the lower income 
groups, contrary to the government’s 
policy of trying to ameliorate their 
economic conditions. 

deficit financing 

The estimates of the deficit financing 
likely to be incurred next year varied 
widely. The Swatantra Party’s leader, 
Mr Piloo Modi estimated it around 
Rs 850 crores, while some others put the 
figure somewhat lower. None of the 
critics, however, agreed with the Finance 
Minister that the Rs 85 crores deficit 
shown in the budget would increase only 
to about Rs 250 crores as a result of the 
third Pay Commission’s report. They 
argued that apart from the Pay Commis¬ 
sion’s report, the state take-over of 
wholesale trade in foodgrains and the 
clamour for increase in wages in the 
public sector enterprises were bound to 
increase the gap between the revenue and 
expenditure of the central government. 

The DMK spokesman in the Lok 
Sabha, Mr Era Sezhiyan, challenged the 
constitutionality of the Finance Minister’s 
proposal to integrate agricultural incomes 
with non-agricultural incomes for deter¬ 
mining the income-tax liabilities of 
assessees. He wanted that before the 
hill is taken up for discussion, the 


Attorney-General should be called to the 
House to give his opinion on this cons¬ 
titutional issue. 

The observations of the Finance 
Minister in his budget speech that his 
1973-74 proposals would help savings and 
development of backward areas were 
contested by several members. They 
were of the view that the budget did not 
go far in both these respects. In regard to 
the development of backwar d areas, it 
was stressed that much more vigorous 
steps were called for than just a raise in 
subsidy for investments in these areas. 
Several members were of the view that 
the establishment of medium and small- 
scale industries should be fostered in 
these areas. Some Congress members 
did not want any concession to be given 
to the larger industrial houses for setting 
up industries in backward areas; they 
instead wanted the public sector to 
assume a bigger role in this regard. 

Among the indirect levies imposed by 
the Finance Minister, which were seriously 
objected to were those on motor spirit 
and iron and steel. The sharp increase 
in the import duty on raw cotton too 
came in for a good deal of criticism. It 
was suggested that the Finance Minister, 
instead of subjecting raw cotton to a 
sharply increased import duty, ought to 
have taxed directly the production of 
superior varieties of cotton fabrics. Some 
members wondered why, while taxing 
heavily tobacco manufactures. Mr Chavan 
had spared liquor. 

unproductive spending 

Government’s indulgence in unproduc¬ 
tive expenditure was assailed by many 
members; so also the persistent losses 
being incurred by the public sector under¬ 
takings. Some Congress members, 
however, expressed the view that the 
public sector enterprises were supposed to 
be run on “no-profit-no-loss” basis. The 
critics, they therefore feel, were not 
justified in assailing the performance of 
these concerns. 

Some leftist members also felt unhappy 
at the Finance Minister not having 
increased the burden of taxation on the 


corporate sector. Some others, however, 
were of the opinion that Mr Chavan had 
not done any thing to lighten the burden 
on this sector. Mr Babubhai China! 
(Congress) was highly critical of the 
stepping up of import duties, which, he 
pointed out, would lead to an increase in 
manufacturing costs and also in govern¬ 
mental expenditure because nearly 30 per 
cent of imports were on government 
account. The accelerated depreciation 
allowance of 20 per cent, he felt, was a 
very inadequate substitute for develop¬ 
ment rebate. 

capital levy 

A former union Minister, 'Mr 
Manubhai Shah, suggested the imposi¬ 
tion of a capital levy, as distinct from 
wealth-tax, on the corporate sector and 
nationalisation of tobacco trade to aug¬ 
ment the revenue to the government. 
The need for the formulation of a national 
policy on incomes and wages was stressed 
by many. Some members called for an 
increase in investment on irrigation and 
fertilizer projects and the imposition of 
a national employment surcharge for con¬ 
taining the unemployment problem. 

In his replies to the two discussions, 
Mr Chavan stoutly defended his budget 
proposals and did not give any indication 
of the concessions he might be thinking 
of. He expressed the view that inflation 
was inherent in a developing economy 
and that the country could absorb deficit 
financing to the extent of Rs 200-250 
crores if there was a normal growth in 
agriculture and industry—between 5 and 
5.5 per cent. He stuck to his estimate 
of deficit financing likely to be incurred 
next year, but when asked for an assurance 
that he would not overstep his estimates, 
he declined to give such an assurance. 

The Finance Minister conceded that 
agricultural production in 1972-73 would 
be less than what it was in the previous 
year, but asserted that rabi production 
would be more. Given normal condi¬ 
tions and the efforts being made to raise 
larger summer crops, the outlook for 
1973-74, he said, was good. 

Mr Chavan did not agree with the 
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critics that state take-over of wholesale 
trade in wheat, which is to be followed by 
a similar step in the case of rice, would 
add to deficit financing. He pointed out 
that already a subsidy on the distribution 
of foodgrains—Rs 130 crores—had been 
provided in the budget. He also observ¬ 
ed that the state take-over of wholesale 
trade in foodgrains would only hit the 
speculators; it would not lead to unem¬ 
ployment of those engaged in this trade 
as they could become retailers. 

Referring to the allegation that he had 
taken no firm measures in the budget to 
check the growth of black money, the 
Finance Minister pointed out that his 
proposals relating to Hindu undivided 
families and the clubbing of farm and 
non-farm incomes were steps in that 
direction. In reply to Mr Era Sezhiyan 
demand for calling the Attorney-General 
to the House for giving his opinion on 
whether the central government was 
constitutionally competent to integrate 
agricultural and non-agricultural incomes 
for income-tax purpose, Mr Chavan 
revealed that opinion at the highest level 
in the government as also of the Law 
Commission had been obtained before 
proposing the above amendment in the 
Income-tax Act. 

suitable substitute 

Mr Chavan did not agree with Mr 
Babubhai Chinai's criticism that the 
proposal to allow accelerated deprecia¬ 
tion allowance was a poor substitute for 
development rebate. He stressed that 
development rebate, which at one time 
did help in the establishment of new 
industries, had now lost its utility as it 
was being used by the existing industries. 
The accelerated depreciation allowance 
scheme, he felt, was quite a suitable 
substitute for development rebate. 

The Lok Sabha adopted this week the 
Coal Mines Take-over of Management 
Bill, which sought to replace an ordinance 
issued a few weeks ago vesting in the 
government the management of all non¬ 
coking coal mines in the country, except 
that of the captive mines of steel plants. 
Replying to the debate on the bill, the 
Minister for Steel and Mines, Mr Mohan 
Kumaramangalam, assured the House 
that the provident fund and other arrears 
of workers would be treated as the first 
charge on the payment of compensation 
to the owners of non-coking coal mines 
when they are nationalised. He, however, 
did not agree to a suggestion from the 
members of his own party that small 
mine-owners should be paid a higher 
compensation than what would be pay¬ 
able to the larger owners. 

The minister also resisted a strong plea 
made by several members for keeping the 
compensation at a nominal level. Even 


after the 24th amendment of the Consti¬ 
tution, he said, the compensation would 
have to be “reasonable”. 

Referring to the suggestion of a CPM 
member, Mr Somnath Chatterjee, that 
management compensation to non-coking 
coal mine-owners could have been avoid¬ 
ed by following the same course as in 
the case of the take-over of Indian Iron 
and Steel Company for a definite period, 
Mr Kumaramangalam pointed out that 
all legal evidence went to show that when 
there was no intention on the part of the 
government to hand over a company 
back to the owners, management con- 
pensation had to be paid. In regard to 
11 SCO, he said, the management was 
proposed to be handed over to the 
company, though not to the same pre¬ 
vious management, as the government 
proposed to acquire a majority share in 
the company. 

The following important information 
was provided by the various ministers in 
the two Houses of Parliament this week. 

(1) The minimum standard of Rs 20 
per capita consumption per month at 
1960-61 prices, as indicated in the fourth 
Plan document, would correspond to 
about Rs 40 per capita consumption per 
month at current price. 

(2) The government is taking steps to 
bring down the prices of coal and soft 
coke meant for domestic consumption by 
creating dumps in all major cities and 
entrusting distribution to state govern¬ 
ment agencies. 

(3) The central government has been 
paying special attention for the past two 
or three years, to industrial recovery in 
West Bengal. A special 16-point pro¬ 
gramme has been undertaken for this 
purpose. Applications for industrial 
licences from the state are being given 
due consideration and priority. Special 
drives have been launched from time to 
time for a speedy disposal of the pending 
applications fron West Bengal. Last 
year, the number of licences and letters 
of intent issued for West Bengal, 
Maharashtra and Gujarat were 54, 47, 
138 and 196, 61 and 96, respectively. 
Most of the licences issued to West 
Bengal were for small-scale, medium-scale 


and public sector undertakings. 

(4) The centre would take care of the 
problem of funds for any additional , pro¬ 
curement of foodgrains by states for the 
central pool above the targets fixed. 

(5) The 1972-73 cotton output is ex¬ 
pected to be somewhat less than the 
target of 6.6 million bales, but that 
should not create any problem for the 
industry because of a sizeable carry-over 
from the last year's bumper crop and 
owing to the arrangements having been 
made for imports of extra long-staple 
cotton which at present is not available 
from indigenous sources. Exports of 
cotton goods are not likely to be affected 
by the anticipated fall in the domestic 
production of cotton. 

(6) The government has no proposal 
under consideration to canalise exports 
of jute goods through the State Trading 
Corporation. It is envisaged that over 
a period of years, the Jute Corporation 
of India would take over the trade in raw 
jute. Exports of raw jute, of course, 
have been canalised through the Jute 
Corporation. 

(7) The construction of the West Coast 
railway, known as Konkan Railway, at 
a cost of about Rs 213 crores, would be 
completed in about eight years after the 
approval of the project. 

(8) The Indian Oil Corporation pro¬ 
poses to construct a pipeline from Salaya 
in the Gulf of Kutch to Mathura to 
transport crude oil for the Mathura 
refinery. The project is expected to be 
completed in 1977 at an estimated cost 
of about Rs 92 crores. 

(9) The General Insurance Corpora¬ 
tion is expected to launch a pilot scheme 
of crop insurance for selected crops in the 
country on a voluntary basis. An ex¬ 
perts committee had expressed the view 
recently that under Indian conditions, it 
would be a heavy burden on the govern¬ 
ment to take up the scheme. It had 
also expressed doubts whether poor 
farmers would be in a position to pay 
the premia regularly. It had, therefore, 
suggested a “selective approach,” 

(10) The question of introducing 
quality control in the drugs industry is 
under the consideration of the govern¬ 
ment, 
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PIANNIG IN ASIA—VII 


Taiwan 




Hardev Singh 

Bangkok, 


agriculture 


Taiwan is often mentioned in discussions 
on development as a country which re¬ 
corded a high rate of growth. During the 
sixties, for instance, Taiwan’s Gross Na¬ 
tional Product (GNP) increased at an 
average rate of eight per cent. At least one 
dominant factor contributing to this ra¬ 
pid growth of the economy was the US 
assistance during the fifties and up to the 
middle of the sixties. In fact the official 
plan documents mention that the first 
and the second four-year Plans covering 
eight years from 1953 to I960., were “aim¬ 
ed principally at utilisation of US aid." 

It would, however, he inappropriate to 
ignore some other factors which contri¬ 
buted to the growth of the economy and 
ultimately rendered US aid dispensable. 
An important factor was the Chinese 
aptitude for commerce and the emergence 


forms in respect of public lands. First, 
public land could be purchased, in des¬ 
cending priority, by existing users, the 
farm labour, tenant tilling insufficient 
land, owner-cultivaor tilling insufficient 
land, person who formerly tilled land, and 
prospective cultivator. Secondly, the 
land to be purchased by any one farmer 
was to be limited, in the case of paddy field 
to ()-5 hectare of high grade land, 1.0 
hectare of medium grade land and 2.0 
hectares of low grade land. The amount 
was to be doubled for dry land. Third, 
the selling price of land was fixed at 2.5 
times the annual main crop yield. Pay¬ 
ments were to be made in paddy or sweet 
potatoes in twenty half-yearly instalments 
over the years. 

The government also passed the Land- 
to-the-Tiller Act, which provided that 


WIDOW ON 
TflE WORLD 


of Taiwan as a sort of alternate homeland 
for the overseas Chinese. A continuous 
stream of funds from the overseas Chinese 
started flowing to Taiwan, and it was also 
accompanied by technical know-how and 
managerial skill. Tn other words, once 
the economy of Taiwan got going with the 
help of US aid, the transfer of funds and 
business talent from the overseas Chinese 
made it self-sustaining. 

Another significant factor that contri¬ 
buted to Taiwan’s economic progress 
was land reforms. Once it was felt that 
the pattern of land ownership was 
not conducive to healthy growth of agri¬ 
culture, reforms were carried out with¬ 
out much delay. There were three essential 
features of the programme of land re¬ 


every landlord would be entitled to re¬ 
tain three hectares of paddy field, six 
hectares of up-land, and that all tenanted 
land above this retention limit would be 
purchased by the government for resale 
to cultivators. The method of pricing and 
payment was the same as that applied to 
the sale of public land. The payment to 
the landlords was to be 70 per cent in 
land bonds and 30 per cent in stocks of 
government-owned corporations. This 
programme was launched in 1953 and 
about 140,000 hectares of private tenanted 
land was compulsorily purchased by the 
government and resold to 195,000 farmer 
purchasers. 

The impact of this programme was that 
as against 39 per cent of Taiwan’s farmers 


being tenants and 36 per cent owner far¬ 
mers in 1949 (the first year before the pro¬ 
gramme started), the proportion of owner- 
farmers increased in 1961 to 65 per cent 
of the total farm families, while that of 
tenants was reduced to 14 per cent. The 
effect of this programme in terms of pro¬ 
ductivity was quick and decisive. The 
output of rice and other food crops in¬ 
creased so much that the country became 
an exporter of Ibodgrains and food pro¬ 
ducts, Moreover, the output of cash crops 
and livestock also increased -rapidly. The 
number of dairy cattle and sheep, for ins¬ 
tance. increased five and 30 times res¬ 
pectively between 1952 and 19(2. Pine¬ 
apple and banana were grown m a big 
way. Mushroom, potato and grape were 
not grown before 1952 but have since be¬ 
come either forcimi exchange savers or 
major earners. 

economic problems 

Though the economy of Taiwan has 
shown vigour, it still confronted certain 
problems. In the fide! of industry, for 
instance, the manufacturing sector was 
largely limited to simple pioeessing opera¬ 
tions. Consequent I v industrial exports 
could not be improved without moderni¬ 
sation of machinery ao.i equipment This 
was all the more ncccssarv because some 
other Asian countries such as the Repub¬ 
lic of Korea and Smgan >rc offered compe¬ 
tition to Taiwan products. This aspect of 
the economy was kept in mind while 
drawing up the fifth four-year Plan, 1968- 
72. The planners, therefore, proposed to 
give priority to basic industries such as 
petrochemicals, engineering, shipbuilding 
and steel. Even in the field of light in¬ 
dustries, priority was to be given to those 
manufacturing units that had a fair chance 
of switching from into >rt substitution to 
export expansion. 

To develop the petrochemical industry, 
the Chinese Petroleum Corporation 
(CPC) organised a new subsidiary, the 
China Petrochemical Industry Develop¬ 
ment Corparation (CPI DC) with the pri¬ 
mary function of supplying intermediate 
manufactures. The CP1DC is construct¬ 
ing two new petrochemical complexes: 
the northern one at Tou-fan, close to 
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CPC*s Tungshio gas field, and the southern 
one at Kaohsing. The availability of 
locally produced petro-chcmicals in in¬ 
creased quantity, is likely to further sti¬ 
mulate investment in and production of 
plastics and synthetic fibres. Moreover, 
the proposed additional supply promises 
to be advantageous for producers of syn¬ 
thetic rubber too. 

Mention must be made of the signi¬ 
ficant role the export-processing zones 
have played in Taiwan's economy. Kao- 
hsiung, the oldest and largest zone, 
with 163 factories, exported goods worth 
US $129 million during the first eight 
months of 1972 and the estimate for the 
full year is around US $200 million. This 
rise in the zone's export earnings is a re¬ 
flection of the continuing boom in the 
sales of electric and electronic products, 
which are around 100 per cent more than 
the previous year's exports. The other 
two zones, Nant/c and Taichung are com¬ 
paratively icccnt in origin and have 32 


and 12 factories working respectively, and 
arc likely to attract more investment in 
the years to come. 

As a result of the direction given by the 
planners to industrial development in 
Taiwan, the role of the manufacturing sec¬ 
tor has improved in the economy. The 
share of industry in the nation's net do¬ 
mestic product has increased, for instance, 
from 17.9 per cent in 1952 to more than 
32 per cent in 1970. The planners also 
have the satisfaction that the growth of 
basic industry too has progressed fairly 
rapidly. But some recent developments 
in the international sphere must have forc¬ 
ed them to prepare for some further ad¬ 
justments. 1'hcse developments include the 
role of Japan after the latter's establish¬ 
ment of diplomatic relations with Peking. 

This indeed is a serious blow to Taiwan's 
goxernmenf. Japan has made it clear that 
though diplomatic relations have been 
severed, it wants to maintain economic 


relations witjpi it. It appears that Taiwan 
may like to take this] opportunity to 
reduce its dependence on Japan though it 
may never think of economic retaliation 
to counter this political move. Japan 
supplies more than one-third of Taiwan’s 
import requirements, particularly in the 
field of chemical products, electrical ma¬ 
chinery, and steel and components for 
local assembly. It is important to state 
that over 57 per cent of the requirements 
of the Kaohsiung export processing zone 
during the first seven months of 1972 were 
supplied by Japan. Nevertheless, Taiwan 
has introduced certain measures to di¬ 
versify its sources of important imports. 
For that it has asked its manufacturers to 
maintain three-months’ stocks of raw 
materials, to be purchased from Europe, 
Australia and the USA. Taiwan has also 
imposed a ceiling of $20,000 per order 
on imports from Japan. These moves 
are likely to make Taiwan a little more 
familiar with other suppliers of capital 
goods. 


Resource mobilization - * 
and development in Nepal 


Today much of the theoretical and applied 
activities are deeply concerned with the 
resources for development in developing 
countries and most of the work in the field 
has been related to the tasks of digging in 
such problems suited to the peculiar social 
and economic conditions of these count¬ 
ries. In such an dibit it is well recognised 
that there should be interdependence bet¬ 
ween fiscal and monetaiv measures, to a 
considerable extent, since both policicsarc 
broadly related to the long-term growth 
of the economy. I'his article is just an 
attempt at highlighting the recent steps 
taken bv His Majesty's Government of 
Nepal in these areas wiLh general references 
to the growth in government revenue, pri¬ 
vate savings and the overall rate of capital 
formation and deducing thereby the exist¬ 
ing condition emanating from the low- 
degree of moneti/alion of the Nepalese 
economy and the predominance of non- 
institutionalizcd savings. 

In Nepal, as the fourth Plan records, 
total government revenue increased at 
the high rate of 19 per cent annually over 
the seven years from J963-64 to 1969-70 
at current prices. No sophisticated price 

♦The aulh3r is the Governor of the Nepal 
v Rastra Bank. 


dellator is yet available to enable conver¬ 
sion into a worthwhile constant price 
series; but even at constant prices the 
growth in government revenue should 
be considerably higher than the 
growth in GDP. On the other hand, the 
growth of government expenditure in the 
current account has been around 12.13 
per cent at current prices per year on the 
average over the same period as given by 
the ‘‘regular expenditure" series. Not¬ 
withstanding all the existing limitations a 
rise in the revenue surplus from virtually 
nothing before 1960-61 to an estimated Rs 
209 million in 1969-70 on the basis of the 
old classification of "regular expendi¬ 
ture" (at current prices) is on the face of it 
encouraging. As the fourth Plan notes, 
however, this significant increase has 
been more due to the addition of new 
taxes from time to time rather than any 
significant improvement in the tax ad¬ 
ministration which is still very poor, or 
due to any elastic nature of the tax system 
in response to economic development, 
(p. II). In a significant part, this has also 
been due to the rise in the terms of trade 
which may be temporary, if simultaneous¬ 
ly other related efforts are not taken in 
time. Thus there is reason to be cau¬ 
tious about judging the future growth po¬ 
tential of government revenue and hence 


of the revenue surplus. It may particu¬ 
larly be noted that the growth in revenue 
surplus in the last few years has been 
made possible by an unusually fast growth 
of government revenue to offset a growth 
of government "regular expenditure" that 
itself has grown at the high rate of 12.13 
per cent a year. It will not quite be realis¬ 
tic to expect under any circumstances that 
such a high growth rate of government 
revenue from normal fiscal sources can be 
sustained in the long-run. However, 
the fact remains that in the last decade 
resource mobilization, priming down and 
other economic measures naturally helped 
increasingly, more particularly after 1962- 
63, to provide sizeable resources for de¬ 
velopment. 

A number of government-owned indust¬ 
rial enterprises, mostly financed by foreign 
aid, have come up in recent years and some 
of them have, of course, started to yield 
returns gradually. However, their manage¬ 
ment in most cases is still far from satis¬ 
factory, and their contribution to the in- 
vestiblc surplus of the economy is yet to 
assume a significant factor. 

Estimation of the growth of private 
savings in Nepal is very difficult because 
of the low degree of the monetization of 
the economy and the predominance of 
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non-institutionalized savings and institu¬ 
tionalized savings. A compulsory savings 
scheme tied with the land reform pro¬ 
gramme was tried for some time after 
1964 but most savings thus collected have 
been used for giving consumption loans 
to farmers so that its net contribution to 
resources for development has been quite 
negligible. 

Though the Nepal Rastra Bank 
has been taking sustained measures in 
more recent years the growth of banking 
facilities also has been developing very 
slow. The private sector has not yet shown 
any interest in banking as an enterprise; 
though in various discussions and forums 
cases are made piously for establishing 
banks in the private sector. The two go¬ 
vernment-owned (one fully and the other 
with majority shares) commercial banks 
arc by and large dealing in short-term cre¬ 
dit for export-import trade rather than 
serving industry, and a close alliance bet¬ 
ween banking and industry is yet to emerge 
on any realistic basis though in recent 
years the Nepal Rastra Bank is taking 
several steps in the direction. So far such 
steps have been limited to expanding the 
banking system in remote areas, raising 
internal resources and liquidity through 
massive refinancing to priority sectors, 
regulating the expansion of hank credit 
and so on. In April 1971 the Rastra Bank 
thoroughly reorganized the interest rate 
structure, which has started producing 
beneficial results on the development of 
priority sectors. Of course, such rates will 
have to be revised from time to time ac¬ 
cording to the changing economic condi¬ 
tion and other circumstances stemming 
from the initial phase of development 
process. 

There is evidence, however, that con¬ 


siderable private savings is taking place 
in the country’s export sector, and that a 
significant part of this is almost remining 
unused. The official holdings of gold and 
foreign exchange reserves of the Nepal 
Rastra Bank alone have nearly doubled 
over the four and a half years from mid- 
July 1965, when it was worth Rs 429.4 
million, to mid-January 1970, when it 
reached an estimated Rs 852.1 million and 
in mid-January 1973 it climbed to Rs 
1150 million. In mid-July 1961 foreign 
exchange reserves stood at. only Rs 185.4 
million. What is more striking is that this 
hoarding of a considerable part of Nepal's 
real savings—in 1967-68 the rise in Nepal's 
foreign assets was regarded to be close to 
three per cent of its estimated GDP—is 
taking place, while at the same time the 
government is heavily drawing on foreign 
aid to finance its development budget. 

As a matter of fact, the annual rate of ac¬ 
cumulation of foreign assets at the Rastra 
Bank has in recent years come close to 
the annual rate of capital inflows on ac¬ 
count of foreign aid. For instance, over 
the Iwo-and-a-half years from mid-July 
1967 to mid-January 1970, the former 
touched an average annual rate of Rs 
191 million while over the three years from 
mid-July 1967 to mid-July 1970 the latter 
stood at an annual average rate of Rs 216 
million. 

The overall rate of capital formation in 
Nepal has been quite slow, though in more 
recent years mobilization of savings has 
been quite impressive, on any compara¬ 
tive basis. Table I gives a rough idea of 
the recent trends. However, estimates of 
any precision are not available so far. A 
very rough estimation by the National 
Planning Commission of gross capital 

Table I 

Mobilization of Domestic Savings 


formation for the four years from 1964-65 
to 1967-68 puts it at Rs 1,250 million at 
1964-65 prices which comes to about 5.2 
per cent of estimated total GDP generated 
over the same period. Total foreign aid 
over the same period has been of the order 
of Rs 700 million at the official exchange 
rate; if one uses the price deflator imp¬ 
licit in the Planning Commission's con¬ 
version of current price gross investment 
figures into constant price estimates one 
obtains a figure of foreign aid as about Rs 
650 million (the deflator is about .925). 

This gives an estimate of utilized domes¬ 
tic savings at constant prices as some Rs 
600 million, which is about 2.5 per cent of 
estimated GDP over the period in review. 
If one adds to this the addition to the 
country’s official exchange reserves during 
the same period which amounts to Rs 
162 million at current prices and some Rs 
150 million at constant prices, obtained 
by following the same methodology as 
above, one has an estimate of total domes- 


Tabli. Jl 

Gross Investment and Total Savings 

(Figures as percentage of GDP over 
whole period 1964-65 to 1967-68) 


Gross Foreign Utilized Addi- Total 
Invest- aid savings tion to savings 

meni exchange 

reserves 

5.2 2.7 2.5 .06 3.1 


(In millions of rupees) 



1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Govt Sector 

Revenue 

93.6 

90.2 

125.6 

149.8 

192.3 

216.5 

256.7 

326.0 

413.0 

464.0 

459.7 

518.1 

Rural Compulsory 
Savings 





22.7 

59.6 

21.9 

8.0 

7.9 

0.2 

1.8 

(Revis¬ 












ed Es¬ 
timate) 


Total 

93.6 

90.2 

125.6 

149.8 

215.0 

276.1 

278.6 

334.0 

420.9 464.2 

461.5 

518.1 

Private Sector 












Net increase in fixed 
and saving deposit 

3.6 

5.3 

3.8 

0.3 

3.8 

5.8 

14.8 

35.8 

47.2 49.4 

65.3 

121.1 

Total 

97.2 

95.5 

129.4 

150.1 

218.8 

281.9 

293.4 

369.8 

468.1 513.6 

526.8 

639.2 


Note: (1) Estimates of Government Revenue for 1972-73 is Rs 601 million. 

(2) Total fixed and savings deposit as at the end of Poush 2029 (mid-December 1972) was Rs 433.2 million, an increase 
of Rs 50.5 over end of Asadh 2029 (mid-July 1973). 
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tic saving during the period under review 
as some Rs 750 million or about 3.1 per 
cent of total GDP generated over this 
period. This is summarised in Table II 
(P 643). 

The utter roughness of the estimates 
makes the above calculation not quite mean- 
ingful for any purpose other than to get just 
a very broad feel of the country's develop¬ 
ment effort at the macro-level. However, 
the picture emerging is not inconsistant 
with one of near-stagnant GDP per capita 
and shows moreover the role foreign aid 
seems to have played in the mid-!960’s 
in keeping GDP per capita actually from 
falling. Of course in more recent years, 
as already mentioned above, foreign 
aid seems to be substituting domestic sav¬ 
ings which in its turn is accumulating 
considerably in the form of idle foreign 
exchange reserves. It is obviously true 
that in more recent years tourism and fo¬ 
reign trade with third countries other than 
India (which roughly comprises 10 per 
cent) have been substantially contributing 
to the accumulation of convertible foreign 
exchange reserves. 

role of foreign aid 

While the overall rate of capital forma¬ 
tion has been low, in some areas of in¬ 
frastructure development substantial ac¬ 
complishments arc being achieved. Road- 
building, after some faltering initial steps, 
is now Jirmly on its progress, thanks to 
generous foreign financial and technical 
assistance. While projects in the fields of 
forest development, road, agriculture, 
ground water and irrigation and hydro- 
clectricity are foreign-aided, sonic pro¬ 
jects relating to telecommunications, in¬ 
dustry and agricuturc have also started to 
be run by the government from its own 
resources, though in a limited way. 

What has been lacking, however, in the 
style of infrastructure development is an 
integrated approach designed to ensure full 
utilization of the facilities thus provided. 
Feeder roads connecting the interiors with 
the major roads are still lacking, and so 
arc ancillary investments to spread the 
benefits of the large irrigation projects, 
and co-ordination of the road development 
of the large irrigation projects in general. 
The approach, so far, has been piecemeal 
with an eye on the prestige or luxury pro¬ 
jects, allegedly due to the failure to induce 
aid givers to be interested in the less gla¬ 
morous ones, and due to the lack of the 
necessary amount of investiblc resources 
and technical manpower at the command 
of the government. 

In case no sustained efforts are made 
on the fiscal front, it is evident that the 
traditional trade and payments deficit 
with India is likely to grow further. The- 


phftsing out of USAtD PL 480, which had 
been serving in effect something like on 
Indian currency balance-of-payments sup¬ 
port, so far, will, add to the pressure on 
the IC payments position in the years to 
come. Therefore, in the present context, 
public sector investment, of course not to 
the almost detriment to the private sector 
should play a more effective role in total 
investment for long-term growth in the 
country, though it has recentlyassumcd an 
increasing role in the direct production of 
goods and services. Due caution should 
be taken in connection with the expendi¬ 
ture requirements for social services— 
health and education—which have quite 
expanded and will continue to expand at 
rapid pace. The present pricing policies 
have also financial implications for the 
government. 

Though at a slow rate, the agricultural 
production also increased in per capita 
terms. Of course, population in Nepal 
docs not suffer from malnutrition as in 
respect of other Asian countries where 
substantial part of population was con¬ 
demned to suffer from malnutrition. The 
increment in export of primary products 
by two per cent per annum also has 
helped the country to obtain Indian 
currency reserve needed to pay back 
imports of consumption and industrial 
products from India. 

In the industrial sector the progress 
achieved so far in output has not been at 
all satisfactory. In addition to other const- 
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Regulation of hours of work on railways is a 
ticklish problem. In presenting its case, the All 
India Riilway men's Federation pleaded for 
uniformity in working hours and pressed that 
they should be ieduccdto42 per week. But as 
a result of cross examination of Union witnesses, 
it became clear that the Federation had delibera¬ 
tely pitched its demand too high for the sake of 
bargaining. The railway administration, on 
the other hand, though willing to review indivi¬ 
dual cases, was of the opinion that since the 
enactment of the Indian Railways Amendment 
Act, conditions have not changed to warrant any 
general reduction in working hours. The 
Adjudicator has adopted a middle course. While 
admitting the need for the reduction of hours, 
he has not accepted the claim of the Federation 
for uniformity in the matter, owing to the wide 
variance in the quantum and nature of railway 


ratnts, on account of non-availability%>f 
raw materials also, the tempo of settingup 
new industries has not caught up satisfac¬ 
torily. The only progress that was. made 
was in the field of setting up of agro- 
processing industries. The rice mill has 
been the main agro-industry set up in diffe¬ 
rent parts of the Kingdom. The jute mills 
(3 in Biratnagar in the south-eastern Tarai 
region) also could not work to the full 
capacity due to shortage of raw materials 
and outdated machines and other adverse 
factors. The Asian Development Bank has 
already entered into this field and from a 
longer range rapid progress is envisaged. 
Notably, jute amounts for almost 75 per 
cent of Nepal’s exports to third countries. 

While some encouraging development 
of physical infrastructure in limited areas 
is visible, what we find today is that the 
supply of human capital by way of train¬ 
ed administrative and technical man¬ 
power has trailed far behind the growing 
demand for it, and an acute shortage is 
reported everywhere. It is quite appro¬ 
priate that His Majesty King Birendra in 
his directives to unleash the forces of 
development has greatly emphasized on 
this aspect in the country’s new educa¬ 
tional system. This is true generally 
for trained manpower at all levels, but 
in relative terms more so at the middle 
and lower levels so that even the scarce 
higher-level manpower is unable to func¬ 
tion effectively. This appears to be one 
of the country’s major bottlenecks in the 
way of development. 


25 If eats -f)go 

19, 1948 


work. 

lie has fixed different maximum limits 
for different categories of workers; 45 hours per 
week for intensive staff, 54 hours per week for 
continuous workers and 75 hours per week for 
essentially intermittent workers. No statutory 
limit has been set in the case of excluded workers 
owing to the very nature of their work, though 
the administration has been ’given a warning not 
to put severe hardships on such workers. In 
practice, however, hours of effective work will be 
shortened, if the Adjudicator's recommendation 
to include in duty hours the time spent in 
making over and taking over charge is accepted. 
As a result of this concession, railwaymen 
generally speaking, will be called upon to per¬ 
form duties for 42 hours, 52 hours and 72 hours 
in the case of intensive, continuous and inter¬ 
mittent workers respectively. 
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Announcement Regarding Issue of Bonds of Rs. 2 crores for cash 

at an Issue of Rs. 99.75 per cent 

This Is only an Announcement and NOT a Prospectus. Persons interested in full details may obtain 
copies of the Prospectus and Application Forms from the Bankers to the Issue or the Registered Office 
of the Company hereinafter mentioned. 

WEST BENGAL INDUSTRIAL DEVELOPMENT 

CORPORATION LIMITED 

(Government of West Bengal Undertaking) 

Registered Office : 23A, Netaji Subhas Road, Calcutta-1. 


History and Activities 

The Company was incorporated on 6lh January, 
1967 in l he Stale of West Men gal under the provi¬ 
sions of the Companies Act, 1956 as a private com¬ 
pany hut was converted into a public company on 
14th November, 1972. Since its inception, the 
entire share capital of the Company is held bene¬ 
ficially by the Government of West Bengal and 
consequently it is a 'government company' within 
the meaning of the Companies Act, 1956. 

The Company w as incorporated W'ith the objects 
stated in its Memoiandum of Association. Its 
main object is to secure and assist in the expedi¬ 
tious and orderly establishment, growth and de¬ 
velopment of industries in the State of West Ben¬ 
gal. 

The Company stalled functioning with special 
emphasis on the development of medium and small 
enterprises and till the end of 1971 its activities 
were confined to providing financial assistance of 
various descriptions to the existing undertakings 
in the private sector. 

Since then a special emphasis has been laid both 
by the Central Government and the Government 
of West Bengal on accelerated industrial develop¬ 
ment in the Slate of West Bengal. The Govern-* 
ment of West Bengal decided that the Company 
should work as a promotional institution for the 
development of industries in the State of West 
Bengal as well as the authorised agent of the Go¬ 
vernment of West Bengal for the purposes of the 
West Bengal fnventive Scheme, 1971. 

Consequently, the Company has been working 
in the state of West Bengal in close co-operation 
with other financial and banking institutions. In 
West Bengal, certain projects are being sponsored 
by the Company as its own and many more are 
being sponsored by it in the private sector. 

DIRECTORS 

Shri Bata Krista Dutt 
35 Ballygunge Park 
Calcutta-19. 

Shri Bhaskar Milter 

26 Ballygunge Park 
Calcutta 19. 

Shri Patuvilayi Chandroth Damodaran Numbiur 
6 Shakespeare Sarani 
Calcutta 16. 

Shri Durga Prosad Chakravarti 
23-N/1 Diamond Harbour Road 
Calcutta 53. 

Shri Chitta Tosh Das 

27 Baker Road 
Calcutta 27. 
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Slut Kiran Kumar Roy 
P-9 Gariahat Road 
Calcutta 29. 

Shri Harindra Kumar Ghose 
26B San key Road 
Bangalore 25. 

Shri Suhas Ranjan Das 
44 Ironside Road 
Calcutta 19. 

Shri Nirmal Kumar Biswas 
P-89A Block H* Lake Town 
C alcutta 55, 

Shri Bimal Chandra Mukherjeo 
44 Ironside Road 
Calcutta 19. 

Shri Sckhnnpuram Vcntcswuru Krishnan 
8 Lord Sinlut Road, Mat 5 
Calcutta 16. 

Shri Udayn Challcrji 
21 Waverlcy Mansions 
72/4 S.N. Bancrjec Road 
Calcutta 14. 

Dr. Subodh Kumar Mukherjee 
Itasant Vihar 
13 Palam Marg 
New Delhi 110057. 

Dr. Phro/e Behramshaw Medhora 
Shangrila, North Kolaba 
Bombay 5. 

SECRETARY 

Shri Asit Ranjan Bose 
157/4/IB Bakul Bagan Road 
Calcutta 25. 

SHARE CAPITAL 
Authorised: 

'50.000 Equity Shares Rs 

of Rs. 1,000 each 5,00.00.000 


Issued, Subscribed and Paid-up: 

9,640 Equity Shares 
of Rs 1,000 Each 

fully paid up 96,40,000 

PRESENT ISSUE 

800 6°;, BONDS (to be called 
“6 Per Cent West Bengal 
Industrial Development Cor¬ 
poration Limited Bonds 1985 
Hirst Senes)”) of Rs 25,000 
each for cash at an issue 
price of Rs 99.75 per cent, 
payable in full on application 2.00,00,000 ,5, 


*The Company has, however, the light to ictain 
additional subscription to the extent of 10 per cent 
of the amount mentioned above. 

Ihe principal amount of the Bonds will carry 
interest at the rale of 6 per cent per annum (sub¬ 
ject to deduction of tax at source at the rates 
prescribed from time to time) payable half yearly 
on I5lh October and 15th April each year for the 
periods ending on 30th September and 31st March 
respectively except that the initial pioportional j 
payment of interest will be made on 15th May 
1973 in respect of the period front the date of | 
application to 31st March, 1973. Bonds will be 
redeemed at par plus accrued interest thereon, if 
any. on 28th March. 1985. Hie issue of the 
Bonds has been approved b> the Controller of 
Capital Issues, the Reserve Bank of India and the 
Government of West Bengal. The Company 
has been authorised by the aforesaid Authorities 
to retain subscriptions received to the extent ol 10 
per cent in excess of the sum of Rs 2 crores. 

The icpaymenl of the principal amount of the 
Bonds and payament of interest thereon at the 
rates and in the manner referred to above arc 
guaranteed by the Government of West Bengal. 

Applications for Bonds must he for a minimum 
nominal value of Rs. 1.00.000. Applications from 
persons resident outside India oi then nominees 
will not be considered. 

BANKERS TO THE ISSl E 

United Bank of India 
16 Old Court House Street 
Calcutta I. 

SOLICITORS 
Messrs. Pync & Pyne 
IB Old Post Oflice Street 
Calcutta I. 

Messrs. Orr Dignam & Co.. 

?9 Netaii Subhas Road 
Calcutta I. 

AUDITORS 

Messrs. B.C. Kundu Co., 

Chartered Accountants 
Turuduy House* 

P-17 Mission Row Extension 
Calcutta 13. 

OPENING AND CLOSING Ol- THE SUBS¬ 
CRIPTION LIST 

The subscription list for the bonds will open at 
the commencement of Banking Hours on 26th 
March, 1973 and will close at the close of banking 
hours on 28th March, 1973 or earlier at the dis- 
cret ion of the Board of Dircctots of the Company. 
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ERYTHRINA INDICA. 

MACARANGA PELTATA, STEREOSPERMUM CHELANDRIS, 

DILLENIA PENTAGYNA et cetera 
H'hu l are I hey? 

Nothing but a few of the tongue-twisting botanical names of certain soft 
and semi-hard wood species locally Known in Kerala as MURUKKU, 
UPPOOTHY, POOPAADIRI, VAZHAPUNNA etc. which are now being 
used as raw material for producing. 

A,i>OiV GRADE PULP. 


Thus Gwalior Rayons helps build up economy of 
Nation by saving nearly fifteen crores lupees worth 
of foreign exchange every year. 



THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD.. 

( PULP DIVISION ) 

Birlakootam MAVOOR - Kochikode Ot. 

KERALA 


Gram: "WOODPULP" Calicut 
Phone 3971-74, Calicut 
Tele* CT—216 


Regd: Office : BIRLAGRAM 
NAGDA (MP) 
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TRADE 

WINDS 


Currency Agreement 
Signed 

The 14 Nation monetary con¬ 
ference reached an agreement 
on a settlement to the present 
currency crisis on March 16, 
at Paris, following which 
normal foreign exchange 
market operations resumed on 
March 19, for the first time 
after nearly three weeks. West 
German finance minister, Mr 
Helmut Schmid, stated after 
the meeting that there had 
been an amazing degree of 
co-operation, particularly bet¬ 
ween the US and the 
European Common Market. 
The US had agreed on an 
arrangement under which it 
would resume dollar support 
interventions, if need be, with 
both sides being prepared to 
reactivate central bank swap 
agreements. This means that 
European, Japanese and 
Canadian central banks will 
make credits available to the 
US if necessary, to enable it 
to support the dollar after an 
18 month suspension of 
American central bank inter¬ 
vention on the foreign exchange 
markets. This was a key point 
of a package deal that seemed 
to have emerged. It was also 
revealed that the US was 
ready to adopt fiscal measures 
to encourage the repatriation 
of American short term capital 
from foreign financial markets. 
The officials stated that all 14 
participants in the conference 
were prepared to take steps 
against inflation. It has been 
pointed out that the USA 
would sell substantial quanti¬ 
ties of its stockpiles of stra¬ 
tegic goods as part of the fight 
against inflation. 

An official statement issued 
after the meeting stated that 
the 14 participants agreed “on 
the basis for its zonal approach 


towards the exchange markets 
in the near future and on cer¬ 
tain further studies to be com¬ 
pleted as a matter of urgency.” 
The statement added, “Each 
nation stated that it will be 
prepared to intervene at its 
initiative on its own market, 
when necessary and desirable, 
acting in a flexible manner in 
the light of market conditions 
and in close consultation with 
the authorities of the nation 
whose currency may be bought 
or sold. Such intervention 
will be financed, when neces¬ 
sary, through use of mutual 
credit facilities. To ensure 
fully adequate resources for 
such operations, its is envisag¬ 
ed that some of the existing 
‘swap* facilities will be en¬ 
larged. The US authorities 
emphasised that the phasing 
out of their controls on long 
term capital outflows by the 
end of 1974 was intended to 
concide with strong improve¬ 
ment in the U.S. balance of 
payments position.” 

Loan From Canada 

Canada has agreed to give 
this country a loan of 7.5 mil¬ 
lion Canadian dollars (Rs 5.25 
crores) to meet the foreign ex¬ 
change costs of a polybuta- 
dienc synthetic rubber plant. 
The plant is being set up by 
Indian Petrochemicals Corpo¬ 
ration Ltd, a public sector 
company, as one of the down¬ 
stream units of the petrochemi¬ 
cal complex at Koyali near 
Baroda, adjacent to the Gujarat 
Refinery. Feedstock butadiene 
for the rubber plant will be 
one of the streams available 
from the Naphtha Cracker 
under construction by 1PCL. 
The Canadian loan will cover 
the foreign exchange costs of 
technology, services, equip¬ 
ment and materials for the 
rubber plant. The agreement 


for the loan was signed re¬ 
cently by Mr M.G. Kaul, 
Secretary for Economic Affairs, 
Ministry of Finance, and by 
the Canadian High Commis¬ 
sioner, Mr. Bruce M. Williams. 
The loan is on the soft terms 
applicable to Canadian assis¬ 
tance; it is repayable over 
50 years with a grace period 
of 10 years and carries no 
interest, service or commission 
charges. Messrs Polymer Cor¬ 
poration Ltd of Canada, a 
recognised world leader in syn¬ 
thetic rubber production, will 
help 1PCL in procuring equip¬ 
ment and materials for the 
plant. The process know-how 
technical assistance will be 
provided by Messrs. Polysar 
International SA: Switzerland, 
a wholly owned subsidiary of 
the Canadian Polymer Corpo¬ 
ration. 

Aid From US 

The United States has re¬ 
leased the 587.6 million of eco¬ 
nomic aid to this country, sus¬ 
pended during the recent India¬ 
na kistan war, and has indicated 
that more aid would be forth¬ 
coming. The US Assistant AID 
Administrator, Mr D.G. Mac¬ 
donald, told a congressional 
sub-committee that deferred 
aid in the pipeline (587.6 mil¬ 
lion) is now free to be used by 
India for priority imports of 
development com modi lies and 
equipment. And he added “We 
have informed the Govern¬ 
ment of India of this and wc 
will be discussing how they 
wish to proceed with its use”. 

Japan’s Contribution to 
AOB 

The Asian Development 
Bank recently accepted a fur¬ 
ther contribution by the Go¬ 
vernment of Japan of Yen 12 
billion (equivalent to approxi¬ 
mately US 539 million in terms 
of United States dollars of 
1972, i.c. 308 Ycn-US SI) to 
the Bank’s Multi-Purpose Spe¬ 
cial Fund. With this amount, 
Japan’s total capital contri¬ 
bution to the Bank’s Agri¬ 
cultural and Multi-Purpose 
Special Funds has reached Yen 
48 billion (equivalent, on the 
basis mentioned above, to 
5155.84 million). This contri¬ 
bution became effective follow¬ 


ing the simultaneous signing 
of the letters of offer and accep¬ 
tance by Mr Kiichi Aichi, 
Minister of Finance, Govern¬ 
ment of Japan, in Tokyo and 
by the Mr Shiro Inoue, ADB 
President, in Manila, respec¬ 
tively. This latest contribution 
by Japan, like the three previ¬ 
ous ones, has been provided 
on terms and conditions that 
will permit a considerable mea¬ 
sure of flexibility in the use of 
the funds for the Bank’s con¬ 
cessional lending activities. 

ADB Assistance for 
Khmer 

The Asian Development 
Bank has agreed to send a 
team of two experts to Phnom 
Penh to help strengthen the 
organizational structure and 
improve the operational perfor¬ 
mance of the Cambodian De¬ 
velopment Bank (Bntiquc Cam- 
hodgienne pour le Developpe- 
ment —BCD), the only source 
of medium and long-term fin¬ 
ance in the country. The Bank’s 
technical assistance will in¬ 
clude the services of a De¬ 
velopment Bank Specialist and 
a Development Economist. 
The two will work in Phnom 
Penh lor about 10 weeks. 

The Development Bank 
Specialist will concentrate on 
measures to strengthen BCD’s 
organizational set-up, improve 
its policies and procedures and 
make recommendations on its 
resource position, while 
the Development Economist 
will assist in identifying and 
formulating BCD's projects, 
establish guidelines for project 
evaluation and outline BCD’s 
role in the rehabilitation of the 
Khmer economy. 

Trade with Sudan 

As a result of the discussions 
with the Sudanese Trade Dele¬ 
gation, it has been decided to 
introduce a scheme of “Techni¬ 
cal (’redit” for the smooth 
flow of trade between the two 
countries. A Sudanese Trade 
Delegation under the leader¬ 
ship of Mr Farouk Ibrahim El 
Magboul, Deputy Under Sec¬ 
retary, Ministry of National 
Economy of Sudan visited this 
countrv for discussions from 
March 6—12, 1973. The 
Indian side for these talks was 
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led by Mr S.J.S. Chhatwal, Di¬ 
rector, Ministry of Commerce. 
India's Ambassador-designate 
to Sudan, Dr LP. Singh, was 
also present at the time of 
signing of the agreement bet¬ 
ween the two countries. 

This scheme of “Technical 
Credit" would come into force 
with effect from August 1,1973, 
and under this specified “Tech¬ 
nical Credit" would be available 
to both sides. With the availa¬ 
bility of Technical Credit" 
in the working of the cur¬ 
rent ti;ade arrangement bet¬ 
ween the two countries, it was 
hoped that India’s exports of 
tea, jute manufactures, textiles, 
engineering goods, spices, per¬ 
fumes and essential oils, etc. 
to Sudan would be further faci¬ 
litated and in return this 
country would get similar cre¬ 
dit facilities as and when re¬ 
quired for imports of Sudanese 
long staple cotton. Sudan has 
been India's largest trading 
parlener in the developing 
world with Rs 50 crorcs worth 
of India’s exports going to that 
country annually. Therefore, 
Indo-Sudanesc trade arrange¬ 
ment has a unique importance 
and constant efforts were made 
by both sides to keep on im¬ 
proving its functioning. 

Trade with GDR 

Prof. D.P. Chaltopadhyaya, 
union Minister for Commerce, 
who was recently on a visit to 
Leipzig at the invitation of the 
GDR government, held dis¬ 
cussions with the GDR Minis¬ 
ter of External Economic Re¬ 
lations, Mr Horst Soclle. Ac¬ 
cording to the information re¬ 
ceived" both the Ministers 
recognised that there was con¬ 
siderable scope for increasing 
trade and economic relations 
between the two countries. 
Prof Chaltopadhyaya also held 
discussions with Mr Gerhard 
Schuercr, Deputy Prime Minis¬ 
ter and Chairman of Planning 
Commission and other Minis¬ 
ters on prospects of subs¬ 
tantially augmenting Indo- 
GDR trade over the next few 
years. 

On the first day of the Leip¬ 
zig International Fair, the 
Head of State of the German 
Democratic Republic, Mr Eric 
Hennctker, First Secretary of 


the Socialist Unity Party, ac¬ 
companied by Mr Willy Stoph, 
Chairman of the Council of 
Ministers of the government 
of GDR, visited the Indian 
Pavilion at the Fair. They were 
received by Prof D.P. Chatto- 
padhyaya, the union Minis¬ 
ter for Commerce. This was 
the first time that the official 
GDR delegation had visited the 
Indian Pavilion. The GDR 
authorities and the visiting dig¬ 
nitaries appreciated the wide 
diversity achieved by the Indian 
economy in producing a large 
number of sophisticated goods. 
The indigenously produced 
electronic calculator and TV 
set evinced wide interest. 

Shrimp Exports Set 
New Record 

Frozen shrimps continued to 
be the single largest item in 
the export of sea foods in 1972 
and accounted for nearly 80 
per cent in quantity and about 
88 per cent in foreign exchange 
earnings in this group. From 
23, 181 tonnes valued at Rs 
31.34 crores in 1971, the export 
of shrimps jumped to a record 
high of 30,550 tonnes valued 
at Rs 50.88 crores in 1972. 
In terms of quantity the in¬ 
crease was 31.79 per cent. 
Over 49.5 per cent of the ex¬ 
port of this item were to the 
USA. However, in export 
earnings the share of the US 
market was only 38.9 per cent. 
Japan accounted for about 43.6 
per cent in quantity and 54.78 
per cent in value of the frozen 
shrimps exported in 1972. 
Exports to Australia also im¬ 
proved substantially. There 
was an improvement in exports 
of frozen shrimps to West 
European markets also during 
the year under review'. 

Restrictions on Export 
of Unfinished Leather 

Flic union government has 
decided to impose a quota sys¬ 
tem for export of semi-pro¬ 
cessed hides and skins with 
dTect from April 1, 1973. 

1 he objective is to reduce the 
exports of this commodity 
over the next five years to a 
level equal to 25 per cent of the 
level reached in 197I-7 I 2. 
This was stated by Mr A.C. 
George, Deputy Minister- of 
Commerce, in the Rajya Sabha 


recently. Mr George stated that 
the government was consider¬ 
ing a proposal to set up a 
Leather Export Development 
Corporation to strengthen and 
diversify the export sector and 
improve the export perfor¬ 
mance of leather industry. This 
Corporation will concern itself 
with promotion of interests of 
footwear and leather goods 
manufacturers. 

The Deputy Minister poin¬ 
ted out that there was a short¬ 
age in the supply of the raw 
material to the small-scale 
sector of the leather goods in¬ 
dustry. This happened on ac¬ 
count of the unprecedented 
rise in the price of leather in 
the international market and 
the consequent increase in 
exports of semi-processed hides 
and skins. Exports of serni- 
processcd hides and skins 
and finished leather during 
the year 1971-72 were of the 
order of Rs 90 crores, but dur¬ 
ing the current year, they have 
registered a steep rise and are 
expected to touch a figure 
of about Rs 150 crores. This 
created a situation of scarcity 
and increase in prices of the 
raw material to the indigenous 
footwear and leather goods 
industry. 

The export of semi-proccss- 
ed hides and skins has been 
canalised through the State 
Trading Corporation with 
elTcct from December 14, 1972. 
This would provide an insti¬ 
tutional framework for mak¬ 
ing the desired changes in the 
pattern of export trade in lea¬ 
ther. In addition to these long¬ 
term measures, the govern¬ 
ment was alive to the need for 
immediate steps to mitigate 
the hardship of the industry 
and a scheme for giving finan¬ 
cial assistance to exporters of 
footwear is under govern¬ 
ment’s consideration. 

Advance Payment of 
Income-Tax 

The final instalment of ad¬ 
vance tax was payable on 
March 15 in all cases except 
those in which 75 per cent or 
more of the income subject to 
advance tax was derived from 
any source or sources lor which 
the previous year or accounting 
year ended on or before De¬ 
cember 31*. An announcement 


by the Income-tax authorities 
stated that if the notice of de¬ 
mand for payment of advance 
tax had been served bn any 
assessee after December 15, 
1972, the entire demand of ad¬ 
vance tax had to be paid on 
March 15. The announce¬ 
ment reminded income-tax 
assessees that default inpay¬ 
ment of advance tax was liable 
to attract penalties laid down 
in the Income-tax Act. 

Annual Plan 1973-74 

The allocation of Plan out¬ 
lay for the Centre and States 
for 1973-74 is higher than that 
of the Plan for the current year 
by Rs 351 crores. This was 
stated by Mr Mohan Dharia, 
Minister of State for Planning, 
in the Lok Sabha recently. Mr 
Dharia added that the states 
had agreed to raise from their 
own sources Rs 981 crores to¬ 
wards the financing of the 
Plan outlays in 1973-74 as 
against Rs 871 crores in 1972- 
73. The proposed Plan outlay 
was to be financed by raising 
resources at 1972-73 rates of 
taxation as also through fresh 
resource mobilisation during 
1973-74. 

Environmental Im¬ 
provement of Slums 

The Central Scheme for 
environmental improvement of 
slum areas has been introduc¬ 
ed in twenty cities. The cities 
arc: Ahmcdabad, Bangalore, 
Bombay, Calcutta, Cochin, 
Cuttack, Delhi, Gauhati, Hy¬ 
derabad, Indore, Jaipur, Kan¬ 
pur, Lucknow, Ludhiana, Mad¬ 
ras, Nagpur, Patna, Poona, 
Rohtak and Srinagar. This 
information was given in the 
Rajya Sabha by the Minister 
of State for Works and Hous¬ 
ing and Parliamentary Adairs, 
Mr Om Mehta recently. He 
told the House that the scheme 
was intended for providing 
drinking water supply, sewers, 
storm water drains, community 
baths and latrines, street light¬ 
ing and for widening and pay¬ 
ing of existing lanes in the 
slum areas. The central go¬ 
vernment provided financial 
assistance as outright grants to 
the state governments for 
carrying out these improve¬ 
ments in the slum areas, he 
added. Mr Mehta pointed out 
that as regards the slum clea- 
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ranee programmes, the state 
governments were themselves 
competent to carry out these 
projects in these cities selec¬ 
ted by them according to other 
requirements and priorities 
out of the Plan funds.. 

Management Institute 

Management Development 
Institute for the development 
of top managerial skill among 
new entrepreneurs and public 
sector undertakings was in¬ 
augurated in New Delhi re¬ 
cently. It has been sponsored 
by the Industrial Finance. Cor¬ 
poration of India with West 
German assistance and was in¬ 
augurated by Mr Hans Erich 
Banchcm, member of the board 
of management of the West 
German credit Corporation— 
Kreditanstalt Fur Widcraufbau 
(KFW). The institute will be 
concerned with providing train- 
training in modern manage¬ 
ment techniques to its clients, 
particularly new entrepreneurs 
and technologists entering in¬ 
dustry with financial assis¬ 
tance from the IFCI. It will 
also provide training to the 
senior executives of its clients. 
Apart from imparting training 
in modern management techni¬ 
ques to its clients, the institute 
will specialise in providing 
training in development bank¬ 
ing to the staff of the term lend¬ 
ing financial institutions at the 
State and all India levels. 

Purchase of Sterling by 

RBI 


Bangladesh for 500 broad CR 
type wagons of welded const¬ 
ruction. The company has 
already completed export or¬ 
ders from East African Rail¬ 
ways and the Hungarian State 
Railway worth Rs 105 crores. 

Liquidity of Banks 

The Governor of the Reserve 
Bank of India has announced 
that, with a view to minimising 
further recourse to Reserve 
Bank credit by banks, the net 
liquidity ratio level relevant 
for determining the cost of 
borrowing from the Reserve 
Bank will be raised by one per¬ 
centage point i.c. from 36 per 
cent to 37 per cent with effect 
from March 30, 1973 upto July 
13, 1973 when the position will 
be reviewed. As the net li¬ 
quidity ratio falls from this 
level, the borrowing rate will 
also be stepped up. For a fall 
of one percentage point or frac¬ 
tion thereof in net liquidity 
ratio (viz. below 37 per cent), 
the borrowing rate would go up 
from 6 per cent to 8 per cent 
(viz., by two percentage points). 
Thereafter, a fall in the ratio 
of one percentage point or frac¬ 
tion thereof would mean an 
increase of one percentage 
point in the borrowing rate. 
The maximum borrowing rate 
from the Reserve Bank, cur¬ 
rently at 15 per cent, will how¬ 
ever be lowered to 12 per cent. 
This would become applicable 
at a net liquidity ratio level of 
32 per cent. 


The Governor also announ¬ 
ced certain consequential ad¬ 
justments in the refinance enitle- 
ments now available to banks 
at the Bank Rate. In view of 
the growing significance of food 
procurement credit, the present 
refinance formula in respect of 
such credit has been revised to 
provide more liberal facilities. 
Banks will continue to be en¬ 
titled to 10 per cent of the out¬ 
standing level of food procure- 
men credit as on the last 
Friday of October 1972. In 
addition, they will now be en¬ 
titled to one-half (as against 
one-third hitherto) of the in¬ 
crease over the outstanding 
level of the last Friday of Octo¬ 
ber 1972. This refinance for 
food procurement will be pro¬ 
vided at the Bank Rate irres¬ 
pective of the net liquidity ra¬ 
tio; but, as hitherto, it will im¬ 
pair the net liquidity ratio and 
affect the rates for other bor¬ 
rowings from the Reserve Bank. 

The special refinance facility 
provided at the Bank Rate in 
respect of ‘Defence packing- 
cum-supply credit’ is being 
withdrawn. All other features 
of the refinance system would, 
however, continue unchanged. 
The present scheme for redis¬ 
count of bills without impair¬ 
ment of net liquidity ratio 
would also continue unchanged 
till the end of October 1973. 
Jn exceptional circumstances, 
as hitherto, the Reserve Bank 
would be prepared on merits 
to extend discretionary accom¬ 


modation to a bank. 

AH advances to public sec¬ 
tor undertakings, including 
Slate electricity boards, as also 
advances against the guarantee 
of Central or State gov¬ 
ernments, will now coine 
under the Credit Authorisa¬ 
tion Scheme. Prior authorisa¬ 
tion in respect of such advances 
will be needed for working 
capital loans totalling Rs 3 
crores and above and for term 
loans of Rs I crore and above. 

In the context of State go¬ 
vernments turning to banks for 
some of their commercial/ 
financial requirements, includ¬ 
ing food procurement, the 
Governor stated that, before 
making any funds available 
on such requests, banks have 
to ensure that the approval of 
the Government of India was 
obtained by the concerned 
State governments under Arti¬ 
cle 293(3) of the Constitution. 

Referring to the sharp in¬ 
crease of yarn prices, the Go¬ 
vernor stated that banks might 
on their part, maintain rest¬ 
raint over the credit made 
available against yarn. The 
Governor announced certain re¬ 
alignments in the deposit rate 
structure effective April 1, 
1973. The maximum interest 
on term deposits will continue 
at 7.25 per cent, but there are 
sonic readjustments in the diffe¬ 
rentials applicable to the vari¬ 
ous fixed deposit categories. A 
chart indicating the rates on 
fixed deposits is given below. 


The Resen e Bank has an¬ 
nounced that to meet the bona 
fide requirements of exporters, 
notwithstanding the continu¬ 
ance of uncertainty in the inter¬ 
national exchange markets, it 
has resumed forward purchase 
of sterling with effect from 
March 7. The rates for the 
purchase of forward sterling 
will be the same as before Feb 
13, 1973 when these purchases 
were temporarily suspended. 
They are (per Rs 100): up to 
3 months delivery Rs 5.3458; 
up to 6 months delivery Rs 
5.3583. The maximum period 
for.which cover is available 
will, however, be restricted to 
six months. 

Texmaco Wagons for 
Bangladesh 

Texmaco has secured an 
order worth Rs 16 crores from 


Interest Rates on Deposits 


Deposit Category 


Existing 

Rate 


(Per cent psr annum) 


Proposed Rate (Effective 1 Ap- 
April 1973) 


Current Deposits 
Savings Deposits 
Fixed Deposits 

(a) Up to 14 days 

(b) 15 days to 45 days 

(c) 46 days to 90 days 

(d) 91 days and above but less than 6 months 

(e) 6 months and above but Jess than 9 months 
9 months and above but less than 1 year 

(f) 1 year and above but less than 2 years 

(g) 2 years and above but up to and inclusive of 

3 years 

(h) Above 3 years but up to and inclusive of 5 years 

(i) Above 5 years 


Nil 

Nil 

4.0 

4.0 

Nil 

Nil 

2.0 

2.75 

3.0 

3.25 

4.25 

4.75 

4.751 

5.25 

5.25 

- 

6.0 J 

6.0 

6.50" 

7.0 

7.00 


7.25 J 

7.25 


6 months and above 
but less than L 
year. 


2 years and above 
but upto and in¬ 
clusive of 5 years 
Above 5 years 
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COMPANY 

AFFAIRS 


Century Enka 

The pirk tors of Century 
Enka have recommended a 
higher dividend of Rs 17 per 
share (Rs 15 per share) for the 
year ended September 30, 
1972. The seventh annual 
general meeting of the share¬ 
holders will be held on 
March 30, to consider the 
reports of the auditors and the 
directors as well as transact 
allied or other business of 
which notice has been given to 
the shareholders. 

Income from sales (excluding 
export sales) were lower at 
Rs 752.62 lakhs (Rs 773.93 
lakhs). Prices of yarn have 
been bearish during the year 
and according to the directors’ 
report this had adverse effect 
on the earnings. Expenditure, 
however, has increased from 
Rs 472.40 lakhs to Rs 548.13 
lakhs. While raw materials 
accounted for an increase of 
Rs 10.5 lakhs in expenditure, 
excise duty absorbed Rs 23.95 
lakhs more than in the previous 
year. Moreover, in view of the 
company's export obligation 
against the import of plant 
and machinery for the nylon 
plant, it has exported art silk 
fabrics of the value of Rs 33.75 
lakhs during the year at a con¬ 
siderable loss. The profit before 
taxation (but after providing 
for depreciation) amounts to 
Rs 207.89 lakhs (Rs 266.63 
lakhs). Taxation absorbs Rs 
110.95 lakhs (Rs 101.10 lakhs) 
and after providing Rs 18.20 
lakhs (Rs 96 lakhs) for taxa¬ 
tion equalisation reserve, the 
directors report the net profit 
available for appropriations at 
Rs 77.11 lakhs (Rs 45.13 lakhs 
exclusive of Rs 21 lakhs on ac¬ 
count of reserve against ex¬ 
port obligations). This amount 
has been transferred to general 
reserve. The proposed divi¬ 
dends (including a dividend of 


9.5 per cent per annum on pre¬ 
ference shares), if approved by 
the shareholders, will be paid 
out of the general reserve, the 
dividend on equity capital ab¬ 
sorbing Rs 42.47 lakhs (Rs 
37.46 lakhs). 

It is understood that the go¬ 
vernment has approved the ex¬ 
tension of a Letter of Intent for 
the expansion of the nylon 
plant to a capaity of 6.5 tonnes 
of yarn per day. Meanwhile, 
the company, which was in¬ 
corporated in 1965 and had 
started production in Decem¬ 
ber 1969, has continued to build 
up a leading position for itself 
in the man-made fibre industry, 
having declared a maiden divi¬ 
dend of Rs 6 per share as 
early as for the year ended Sep¬ 
tember 30, 1970. Drawing on its 
collaboration with one of the 
leading man-made fibre pro¬ 
ducers in the world, namely 
AKZO, Holland, the linn has 
entered into a number of agree¬ 
ments covering know-how and 
technical assistance as well as 
manufacturing licence agree¬ 
ments in order to ensure that 
its products come up to inter¬ 
national standards from the 
very beginning. This policy, re¬ 
inforced by the firm's quality 
control system and R & D 
effort, seems to be paying good 
dividends, to judge from the 
fact that the many exclusive 
varieties of yarn produced by 
the company have been well 
received in the market and 
have helped to promote the 
company, rapidly to a leading 
position in the industry. 

Century Enka’s perspective 
includes, besides plans for in¬ 
creasing the capacity of he ny¬ 
lon plant from two tonnes per 
day to 6.5 tonnes per day ‘the 
possibility of its setting up a ny¬ 
lon tyre cord plant, if called up¬ 
on to do so, with the free tech¬ 
nical know-how available to 


it under its agreement, with its 
collaborator. 

Coromandel Fertilisers 

Coromandel fertilisers has 
not only wiped out the entire 
accumulated deficit but has 
also declared a maiden equity 
dividend of eight per cent lor 
the year ended December 31, 
1972. Production during the 
year went up by six per cent 
to 262,000 tonnes and sales 
by 13 per cent to 277,000 ton¬ 
nes. Sales revenue advanced by 
23 per cent from Rs 26.80 
crorcs to Rs 32.86 crorcs. 
Gross profit, before deprecia¬ 
tion and interest charges, rose 
sharply to Rs 11.45 crores 
from Rs 9.24 crores in 1971. 
Depreciation absorbed Rs 4.59 
crores as against Rs 4.47 
crores in 1971 while interest 
charges claimed Rs 2.31 crores 
as compared to Rs 3.08 crores 
in the preceding year. This 
leaves a surplus of Rs 4.55 
crores as against Rs 1.69 crorcs 
in 1971. After adjusting Rs 
2.37 crorcs against the debit 
balance brought forward from 
the previous year, and after set¬ 
ting aside two lakhs of rupees 
for development rebate reserve, 
the balance of Rs 2.16 crores 
has been transferred to the 
general reserve. The proposed 
dividend will claim Rs 76.66 
lakhs and will be paid out of 
the general reserve. 

Parrys Confectionery 

Although the prospects for 
the industry as a whole conti¬ 
nue to be bleak in view of the 
unsatisfactory sugar position 
in the country, the power cut 
in Tamil Nadu and re¬ 
calcitrance of the labour, all 
possible efforts arc being made 
by the management of Parrys 
Confectionery Ltd to main¬ 
tain the level of sales. This is 
revealed in the Chairman, Mr 
H.V.R. Ifcngar’s annual state¬ 


ment circulated to the share¬ 
holders of the company. Dur¬ 
ing the year ended September 
30, 1972 the company's profit 
after providing for taxation 
recorded a sharp decline to 
Rs 2.44 lakhs as compared to 
Rs 6.11 lakhs in 1970-71. Des¬ 
pite steep increases in costs 
of raw materials such as sugar, 
glucose, and milk, it was not 
possible for the company to 
increase the selling price cor¬ 
respondingly as this would 
have resulted in a consider¬ 
able drop in sales. In view of 
the substantially reduced pro¬ 
fit the directors have recom¬ 
mended a lower dividend of 14 
per cent for 1971-72 as com¬ 
pared to 18 per cent paid for 
the previous year. After add¬ 
ing to the net profit of Rs 2.44 
lakhs, a sum of Rs 18,610 be¬ 
ing the surplus brought for¬ 
ward from last year, Rs 1.34 
lakhs transferred from de¬ 
velopment rebate reserve, Rs 
1.05 lakhs transferred from 
general reserve, the amount 
available for appropriations 
came to Rs 5.01 lakhs. Out 
of this, an amount of Rs 
1.09 lakhs was appropriated 
to development rebate reserve, 
while the recommended divi¬ 
dend will abrorb Rs 3.92 
lakhs, leaving a surplus of Rs 
419 to be carried forward to 
the next year’s accounts. Sales 
of the company remained un¬ 
changed at Rs 330 lakhs al¬ 
though quantitatively there 
was reduction to 41,203 quin¬ 
tals from 43,246 quintals in 
1970-71. 

Production in the Malay¬ 
sian factory continued to 
be satisfactory. A dividend 
of 10 per cent was declared 
which yielded on the com¬ 
pany’s investment an amount 
of Rs 30,000. The company 
also earned a royalty of Rs 
40,000. During the year under 
review machinery worth Rs 
3.56 lakhs was imported for 
purposes of replacement and 
rehabilitation. 

Herdillia Chemicals 

Herdillia Chemicals has suffe¬ 
red a setback in its working 
during the year ended Decem¬ 
ber 31, 1972. Sales were 

down by 0.7 per cent to Rs 
6.79 crores from Rs 6.84 crores 
while gross profit were lower at 
Rs 127.12 lakhs, as compared 
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to Rs 198.13 lakhs in 1971. 
Depreciation reserve was allot¬ 
ted with Rs 107.29 lakhs as 
against Rs 105.47 lakhs in the 
preceding year. This leaves 
a net profit of Rs 19.84 lakhs 
as compared to Rs 92.66 lakhs 
in 1971. No provision has 
been made for taxation in view 
of brought in losses and un¬ 
absorbed development rebate 
reserve. After adjustments the 
surplus of Rs 5.87 lakhs has 
been carried forward. The 
setback in the company's pro¬ 
fit during 1972 was by and 
large due to the labour strike 
for 76 days, lower prices 
obtained for phthalic and 
dioctyl phthalatc, owing to 
substantial imports of these 
products at lower prices and 
higher cost of indigenous raw 
materials. The directors have 
decided to pass over the equity 
dividend once again. 

Bombay Dyeing 

With benefits flowing in 
from the past programme of 
modernisation and rehabili¬ 
tation coupled with the im¬ 
provements in the product mix 
and more favourable trading 
conditions, Bombay Dyeing 
and Manufacturing Co Ltd 
has reported substantial im¬ 
provements in its working 
results during the year ended 
December 31, 1972. The direc¬ 
tors have stepped up the final 
dividend from Rs 2.25 to Rs 
2.75 per share making a total 
of Rs 4 per share or 16 
per cent for 1972 as against 
Rs 3.25 per share or 13 per 
cent paid for 1971. Sales swell¬ 
ed to Rs 38.91 crores from Rs 
34.13 crores while gross profit 
jumped by over 72 per cent 
from Rs 1.84 crores to Rs 3.17 
crores. The company’s gross 
profit has been arrived at after 
taking credit for Rs 62.93 
lakhs — as against Rs 47.01 
lakhs in 1971 — being the 
profit on sale of assets. Out 
of the gross profit, the directors 
have appropriated a sum of 
Rs 100.12 lakhs to deprecia¬ 
tion, Rs 19.00 lakhs to de¬ 
velopment rebate reserve, Rs 
91.70 lakhs to taxation re¬ 
serve, Rs 107.77 lakhs for 
gratuity, and Rs 42.90 lakhs 
to general reserve as against 
Rs 95.23 lakhs, Rs IS lakhs 
Rs 51 lakhs, Rs 6 lakhs and 
Rs 46.50 lakhs provided res¬ 


pectively in 1971. The interim 
dividend claimed Rs 18.07 
lakhs, Rs 3.62 lakhs more than 
in the preceding year. Final 
dividend will absorb Rs 39.75 
lakhs as compared to Rs 32.52 
lakhs in 1971 and will be paid 
out of the general reserve. 

The company has made re¬ 
markable progress on the ex¬ 
port front, with exports touch¬ 
ing the record figure of Rs 8.04 
crores in 1972 as against Rs 
5.48 crores in the earlier year 
and Rs 4.20 crores in 1970. 
This has been achieved by ex¬ 
porting . a larger quantity of 
higher priced finished goods 
and particularly pushing up 
its sales to the UK, the USA, 
Canada and Europe. The 
company has at last received 
the necessary licences to install 
Sulzer weaving machines. Con¬ 
struction of a new shed to 
house these new looms has 
been taken in hand. This wilt 
be the first time that Sulzer 
machines will be installed in a 
textile mill in the country. 
The management proposes to 
manufacture mainly fabrics of 
synthetic blends on these new 
looms. The company’s pro¬ 
duction has not been adversely 
affected by the power cut as 
it has got its own power gene¬ 
rating sets 

Corporation Bank 

Corporation Bank Ltd, 
Mangalore, has made signifi¬ 
cant progress during 1972 par¬ 
ticularly in the fields of depo¬ 
sit mobilisation, credit disbur¬ 
sement, branch expansion and 
advances to priority sectors. 
An impressive rise of 36.2 per 
cent in deposits, 28.5 per cent 
in advances and 15.4 per cent 
in the total number of bran¬ 
ches are some of the creditable 
achievements of the bank dur¬ 
ing the year under review. 
Total deposits of the bank swel¬ 
led to Rs 42.61 crores from 
Rs 31.27 crores at the end of 
December 1971, registering an 
increase of as much as Rs 11.34 
crores. During the year the 
bank introduced a new deposit 
scheme viz,. Monthly Repay¬ 
ment Plan Account. The smart 
rise in deposits was largely due 
to intensified efforts of deposit 
mobilisation in the existing 
branches as well as in the new 
branches. The Bank’s pro- 


ress in the matter of credit dis¬ 
bursement too was remarkable. 

Advances moved up to Rs 
26.56 crores, recording a hand¬ 
some rise of Rs 5.89 crores 
over 1971. Along with the in¬ 
crease in advances, credit made 
available to priority and neglec¬ 
ted sectors almost doubled to 
Rs 8.01 crores as compared to 
Rs 4.48 crores at the end of 
December, 1971. The credit 
granted to the priority and 
neglected sectors formed 30.2 
per cent of total advances as 
on December 31, 1972 as 

against 21.8 per cent at the end 
of the previous year. The num¬ 
ber of accounts under these 
sectors rose from 4088 to 6623, 
the sums advanced in certain 
cases being as low as Rs 
100. Notable progress has also 
been made by the bank in the 
sphere of branch expansion. 
Sixteen new branches were 
added during the year taking 
the total number of branches 
to 120 as on December 31,1972. 
Out of the 16 new branches 
opened, half of it were in un¬ 
banked areas. The bank has 
drawn up an ambitious branch 
expansion programme for 
1973 and has already 
opened one branch so far. 
More branches will be opened 
shortly. The bank is actively 
participating in the Lead Bank 
programme in the various dis¬ 
tricts where it operates. The 
working of the bank during 
1972 has resulted in a higher 
net profit of Rs 6.87 lakhs as 
against 6.22 lakhs in the pre¬ 
ceding year. Encouraged by 
the all-round improvement in 
performance the directors have 
enhanced the equity dividend 
to 12 per cent as compared to 
10 per cent paid for 1971. 

Institute of Directors 

At the concluding session 
of the first All India Directors’ 
Conference, a committee of 
following persons was formed 
to draft the Constitution of the 
Institute: Justice P.B. Mukher- 
jee. Chairman, Mr K.L. 
Narshimha Rao, Vice-Chair¬ 
man, Mr H. Kothari, Hon. 
Secretary, and Messrs. S.P. 
Chakrabarty, R.S. Tripathi, 
S.N. Sen, U.P. Mullick as 
ordinary committee members. 
It was also decided that the 
membership of the Institution 


should be restricted to 1000 
company directors only and 
strict selection procedure 
should be adopted for fellow¬ 
ship. The annual subscription 
of the Institute would be Rs 
100.00 only. For the time bc- 
itng, the Institute will be func¬ 
tioning from 12, India Ex¬ 
change. Place, Calcutta— 
700001. 

News and Notes 

(Expansion and diversification) 

Panyam Cements and Mine¬ 
ral Industries Ltd has decided 
to locate the calcium carbide 
plant near Hagari Railway sta¬ 
tion in Bellary district of the 
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TO BE OUT SHORTLY 

World Outlook 
1973 

The 1973 issue of ‘World 
Outlook’ provides separate 
detailed forecasts of likely 
trends in the economies of 150 
countries grouped by main 
geographical regions. 

An introductory section 
brings together the main 
threads of the analyses pre¬ 
sented in the individual country 
forecasts, setting out the broad 
pattern of the forces that are 
likely to condition the world 
economic environment in 1973. 

Quantitative estimates cover¬ 
ing the main economic indica¬ 
tors are amplified by consi¬ 
dered qualitativejudgements. 

‘World Outlook 1973’ is 
based on the Outlook sections 
appearing in the EtU's Quar¬ 
terly Economic Reviews pub¬ 
lished in the fourth quarter of 
1972, revised in the light of 
data available upto January i. 

Single copy £ 6.25 including 
airmail postage. Can be 
ordered against Rupee pay¬ 
ment for Rs 118.75 or at the 
special rate of Rs 109.25 for 
existing QER subscribers. 
Cheque payable in favour of 
J.A. Shah should be included 
with the order. 

J.A. Shah, Exclusive Re¬ 
presentative in Tndia, 67 
Marine Drive, Bombay-20. 
Telephone 291283. 
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Mysore state. Orders both for 
imported and indigenous equip¬ 
ment have been placed with 
Messrs Elkcm Oslo of Norway 
and Messrs Binny Ltd, Mad¬ 
ras, the company's Indian 
collaborators. The entire ma¬ 
chinery is expected to be re¬ 
ceived by the end of 1973. The 
company has approached the 
financial institutions for loans 
to the tunc of Rs 125 lakhs in 
rupee loans and Rs 43 lakhs in 
foreign currency Joan. The 
foreign currency loans has al¬ 
ready been sanctioned by the 
Industrial Credit and Invest¬ 
ment Corporation of India. 
Meanwhile the company is 
going ahead with the imple¬ 
mentation of its conversion 
project. An order for the main 
mechanical equipment has al¬ 
ready been placed with ACC 
Lid, Bombay, and the supply 
of the machinery is expected to 
commence by May 1973. The 
company has submitted appli¬ 
cations to central financial 
institutions for term loans to 
the tunc of two crores of 
rupees. Both these projects are 
scheduled to be completed and 
commissioned by March 1974. 

New Venture 

Kirloskar Ghatge Patil Auto 
Ltd, promoted by Kirloskar 
Consultants Ltd, Ghatge Patil 
Industries Pvt Ltd, and Ghatge 
Patil Transport Pvt. Ltd, pro¬ 
poses to undertake the manu¬ 
facture of 48 cc scootercttes at 
Uchagon in Kolhapur district 
of Maharashtra. The company 
has purchased the entire know¬ 
how and tooling dies, jigs, fix¬ 
tures and drawings from Auto¬ 
mobile Products of India which 
has orginally acquired them 
from Innoccnli of Italy. The 
company has already manufac¬ 
tured prototypes which have 
been approved by the Vehicle 
Research and Development 
Establishment, Ahmcdabad. 
The company hopes to 
commence commercial pro¬ 
duction by September. It has 
plans to produce about 4,500 
units in the first year and 9000 
units in the second year of its 
operations. The production 
will be raised progressively, 
reaching 24,000 units in the 
fourth year of its production. 

To raise part of the resources 
required for the implementation 
of this project the company is 
expected to enter the capital 


You are incurring liability^for F payment of gratuity 


with every year of service put in by your emp-. 
loyees. What will you do to meet this liability 



Better 

still... 


Join the LIC 
Gratuity 

Scheme 


Benefits to employers 

• By making regular contributions to the 
scheme, the employer is in a better position 
to meet the liability as and when it arises. 

• Premiums paid under this scheme are 
based on actuarial calculations; therefore, 
contributions are determined on a scientific 
basis. 

0 Contributions to the Scheme of Insurance 
are deductible as business expenses. 

0 By arranging the scheme with LIC, 
administrative work of the employer is 
practically eliminated. 

• By providing additional security of life 
insurance cover through this scheme at little 
extra cost, better employees are attracted and 
retained. 

Benefits to employees 

On normal retiremant—the employee 
will receive gratuity as per rules of the 
employer. 

In case of untimely death—the 

scheme provides life insurance cover based 


on total service from the date ot joining to 
the date of normal retirement. 

On premature retiremant (or 
change of job)— the gratuity payable 
will be in accordance with the existing rules 
of the employer. Where there is nothing 
laid down, the basis may be fixed in consul* 
tat ion with LIC. 

Contact any of our Divisional Offices for 
further details. 


The Payment of Gratuity Act 
1972 

The Payment of Gratuity Act 1972 it applicable 
to ell Institutions in the country, which have 10 
or more employees and which are governed by 
the Shops and Establishment Act. It makes 
gratuity payment compulsory for employees 
getting less than Rs. 1.000 per month. 
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market with a public issue of 
fts 9 lakhs. The project is 
estimated to cost Rs 29.26 
lakhs ‘and it will be financed 
through the share capital of 
Rs IS lakhs, term loan of Rs 
9.25 lakhs, trade deposits of 
Rs 3 lakhs and short-term loans 
and other sources of Rs 2.01 
lakhs. 

New Issues 

Shriniwas Steel, which is 
setting up a mini steel plant at 
Jhansi in Uttar Pradesh is 
scheduled to enter the capital 
market shortly with a public 
issue of Rs 6 lakhs, all in 
equity shares of Rs 10 each at 
par. The company’s live-tonne 
electric arc furnace is expected 
to commence trial production 
some time next month and it 
will have a capacity of produc¬ 
ing 9000 tonnes of steel ingots 
per annum. Jhansi being dec¬ 
lared a backward area, the com¬ 
pany will get concessions under 
the package plan for backward 
areas announced by the govern¬ 
ment. The company has an 
authorised capital of Rs 20 
lakhs comprising Rs 15 lakhs 
in equity and Rs 5 lakhs in 
preference shares. The present 
issue is for Rs 10 lakhs in 
equity shares of Rs 10 each, 
out of which promoters, their 
friends and associates will subs¬ 
cribe to equity shares worth 
Rs 4 lakhs. The capital 
outlay on the project is esti¬ 
mated at Rs 43 lakhs and will 
be financed by the share capi¬ 
tal of Rs 10 lakhs, central sub¬ 
sidy of Rs 3.70 lakhs, term loan 
from UP Financial Corpora¬ 
tion of Rs 20 lakhs, deferred 
payments arrangements through 
1DBI under the guarantee of 
UP Financial Corporation of 
Rs 8 lakhs and short term 
loans and deposits of Rs 1.30 
lakhs. The directors arc confi¬ 
dent of declaring a reasonable 
dividend from the first year of 
its operations. 

The Agricultural Refinance 
Corporation (ARC) proposes to 
issue a fourth scries of bonds 
of the aggregate value of Rs 
10 crores, bearing interest at 
5.75 per cent per annum and 
repayable at par after 12 years, 
that is, in March J985. The 
bonds will be issued in the de¬ 
nominations of Rs 100, Rs 1000 


Rs 5,000 Rs 10,000 Rs 25,000 
and Rs 1,00,000. The bonds 
were kept open for public subs¬ 
cription from March 20, 1973 
to March 22,1973. The ARC re¬ 
serves the right to retain subs¬ 
criptions upto 10 per cent in 
excess of the notified amount. 
Interest on the bonds will be 
payable half-yearly on March 
20, and September 20. 
The binds are guaranteed by 
the central government as to 
repayment of principal and 
payment of interest. They will 
be ‘trustee securities’ under the 
Indian Trusts Act 1882 and 
‘approved securities’ for the 
purpose of the Insurance 
Act 1938 and the Banking 
Regulation Act 1949. The 
bonds will be treated on par 
with government securities for 
purposes of advances to sche¬ 
duled commercial banks and 
state co-operative banks under 
Section 17 (4) (a) of the 
Reserve Bank of India Act. 

The ARC, it will be recalled, 
has so far issued tlire series 
of bonds aggregating Rs 27.72 
crores. The issues were closed 
on the very first day of their 
opening on being fully subs¬ 
cribed. The issue of the fourth 
series of bonds is proposed with 
a view to augmenting the re¬ 
sources of ARC so as to be 
able to meet the increasing re¬ 
quirement of assistance by the 
eligible institutions for financ¬ 
ing development of agriculture 
and other allied activities. The 
ARC started functioning in 
July 1963. As on December 
31,1972, the ARC had sanc¬ 
tioned 788 schemes involving a 
total financial assistance of 
Rs 451.31 crores, of which 
refinance by ARC amounted to 
Rs 391.73 crores. 


Company Meetings 

Walchandnagar Industries Ltd: 
Walchand Hirachand Hall, 
Indian Merchants’ Chamber 
Building, 76, Vir Nariman 
Road, Churchgate, Bom¬ 
bay-20; March 27; 4 P.M. 

The Shalimar Rope Works Ltd : 

Registered Office—14, Netaji 
Subhas Road, Calcutta-1; 
March-30; 3 P.M. 

Martin Born Ltd; Registered 


Office—12 Mission 1 Row, 
Calcutta; March 30; 10 A.M. 


The India Sugars and Refine¬ 
ries Ltd: Registered Office— 
Hospet, Belgaum District, 
Mysore state; March 31; 
11 A.M. 


The Belsund Sugar Company 

Ltd: Registered Office—14, 
Netaji Subhas Road, Cal- 
cutta-1; March 24; 11.45 

A.M. 


Electrostcel Castings Ltd: 
Registered Office—Rajgang- 
pur, Dist. Sundergarh, 


Orissa; March 28; 11,15 
A.M. 

National Pipes and Tubes Co. 
Ltd; Registered Office—Nic- 
co House, Hare Street, Cal¬ 
cutta; March 28; 4 P.M. 

Interim Dividend 

Eastern Investment Ltd has 
declared an interim dividend on 
ordinary shares at the rate of 
four per cent per annum for 
the year ended December 31, 
1972, subject to deduction of 
tax and it is payable on or 
after March 29, to those mem¬ 
bers whose names appear on 
the company's register of mem¬ 
bers as on March 28, 1973. 


Name of the com¬ 
pany 


Higher Dividend 


Same Dividend 

Wavin India 

Elpro International 

Panyam Cements 
and Mineral In¬ 
dustries 

Shree Sitaram Su¬ 
gar Co. 

Andhra Sugars 

Reduced Dividend 

Attikhan (Biligiri) 
Ltd. 

tlncreased capital. 


Dividends 


Year ending 


December 31, 1972 
December 31, 1972 

August 31, 1972 

August 31, 1972 
September 30, 1972 

March 31, 1972 


(Per cent) 


Equity dividends dec¬ 
lared for 


Current 

year 

Previous 

year 

14.0 

12.0 

J2.0 

Nil 

10.0 

Nil 

8.0 

7.5 

16.0 

12.0 

6.0 

6.0 

12.0 

12.0 

12.0 

12.0 

Nil 

Nil 

12.Of 

12.0 

Nil 

12.0 


Phillips Carbon November, 30, 1972 

Vijayalakshmi Mills December 31, 1972 

Challapalli Sugars June 30, 1972 

Syivania and Lax- 

man September 30, 1972 

Dena Bank Ltd December 31, 1972 
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Unit Trust of 
India 

What wi.ri. the objectives lor 
the establishment of the Unit 
Trust of India (UTi) in 
1964 and how lor has this 
public sector financial institu¬ 
tion has been successful in 
attaining them during the last 
nine years? Mr S.D. Deshmukh, 
executive trustee of the UTI, 
has traced the history of growth 
of this institution and has come 
to the conclusion that it has 
done well in mobilising sav¬ 
ings of the community, pro¬ 
viding resources to the capital 
market, diversifying its invest¬ 
ments over a wide area and 
extending its underwriting 
i operations. Also, it has prov¬ 
ed itself to be a judicious mar- 
[ ket operator with capabilities 
[ to watch carefully the interests 
of the unit-holders. 

The analysis of the working 
of the UTI by Mr S.D. Desh¬ 
mukh is given below: 

One of the principal objec¬ 
tives in the minds of the spon¬ 
sors of the Unit Trust was that 
it would act as a beneficial in¬ 
fluence on the stock market. 
It would not therefore be out 
of place to recall the conditions 
in the capital market around 
1963. The market had yet to re¬ 
cover from the setback it had 
suffered after the Chinese agg¬ 
ression in 1%2. Investor con¬ 
fidence was at a low ebb and 
new issue market was devoid of 
investor support. Even well- 
established companies were 
finding it difficult to raise fresh 
capital. The Trust’s entry into 
the capital market was wel¬ 
comed as a timely addition 
to the existing machinery for 

bastern economist 


mobilisation of funds for in¬ 
dustrial financing. 

The Trust was established on 
the February 1, 1964 under 
the Unit Trust of India Act 
1963 as a public sector institu¬ 
tion. The Trust mobilises the 
savings of the community 
through sale of its units. These 
savings are then invested in the 
shares and debentures or com¬ 
panies for the common bene¬ 
fit of unitholders. Income 
from these investments, after 
meeting the expenses of the 
Trust, is distributed to the unit¬ 
holders annually as dividend. 

The Trust thus serves two cate¬ 
gories of persons: (i) its unit- 
holders to whom it secures the 
benefits of investment in cor¬ 
porate securities, and (ii) the 
industry to which it provides 
the much needed funds for ex¬ 
pansion and development. We 
may briefly discuss the perfor¬ 
mance in both these respects. 

Mobilisation of Savings 

As on June 30, 1972, the 
total invcstible funds at the 
command of the Trust were 
about Rs 122 crorcs. The 
Trust has three sources of 
funds, namely, initial capi¬ 
tal, unit capital and reserves 
and surplus. The initial capi¬ 
tal is a fixed sum of Rs 5 
crorcs contributed by various 
financial institutions at the 
time of its establishment (Re¬ 
serve Bank of India—Rs 2.5 
crorcs; State Bank of India and 
subsidiaries — Rs 0.75 crore; 
Life Insurance Corporation of 
India—Rs 0.75 crorc; and 
other scheduled banks and 
other financial institutions— 
Rs l crore). 

Sale of units commenced 
with effect from the 1st July 
1964. During the very first 


year, sales amounted^to over 
Rs 19 crores, which was very 
encouraging considering the 
prevailing depressed conditions 
in the capital market. The 
years 1965 to 1967 were a diffi¬ 
cult period for the Indian 
economy on account of drought 
in certain parts of the country 
for two successive years, war 
with Pakistan and finally re¬ 
cession in several industries. 
Sales of units were, therefore, 
affected during this period 
(Table I). Thereafter, there 
was a recovery and in 1969-70 
sales reached a record level of 
about Rs 23 crores. They, 
however, slipped to Rs 18 
crores and Rs 15 crores res¬ 
pectively, in 1970-71 and 1971- 
72. Trend of sales during 
1972-73 so far is encouraging 
and it is expected that the sales 
for 1972-73 would be higher 
than those for 1971-72. The 
decline in sales in 1970-71 and 
1971-72 may be attributed to 
two factors: First, there was 
an increase in the rates of inte¬ 
rest offered by altcmaitive 
media of investments. For 
example, the rate of interest on 
National Savings Certificates 


1964-65 

19.1 

0.4 

1965-66 

2.2 

1.1 

1966-67 

9.2 

2.0 

1967-68 

15.3 

1.2 

1968-69 

17.2 

1.7 

1969-70 

22.8 

2.0 

1970-71 

18.0 

3.2 

1971-72 

15.1 

2.6 

1972-73 

13.2 

0.7 

(July- 



September) 




was increased to 7.5% in 1976 
and that for fixed deposits with 
larger banks to 7.25 % and 
smaller banks to 7.75% in 
1971. Secondly, the Govern¬ 
ment extended the tax-free sta¬ 
tus to income from certain 
other financial assets in the 
budget of 1970. It may be re¬ 
called that till 1969-70, income 
from units of the Trust en¬ 
joyed an exclusive tax-free 
advantage upto Rs 1,000. 
Since 1970-71, however, in¬ 
come from units together with 
the income on certain other 
financial assets (bank deposits, 
shares of companies. Govern¬ 
ment securities, etc.) have been 
exempt unto an overall limit 
of Rs 3,000. The above fac¬ 
tors have naturally affected 
the competitive position of 
the Trust. Units outstanding 
as on September 30, 1972 
amounted to about Rs 116 
crores under over 4,67,000 
applications. 

Till September 30, 1972, the 
Trust was able to mobilise 
savings of the community to 
the extent of Rs 132 crores 
through sale of its units. The 


2.1 

18.7 

1,32,000 

5.0 

19.8 

1,35,000 

6.9 

27.1 

1,70,000 

2.9 

41.2 

2,19,000 

2.9 

56.7 

2,69,000 

2.6 

77.5 

3,34,000 

3.5 

92.3 

3,83,000 

2.5 

104.7 

4,34,000 


116.0 

4,67,000 
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Table I 

Sales and Repurchases of Units 

(Rs in crores) 


Year Sales Repurchases Outstanding units 

(July- -———- 

June) Amount %of out- Amount No of 

standing applica- 

unit tions 

capital 


Trusts’ experience in the matter 
of repurchases (i.e. units sold 
back to the Trust) has been 
.quite satisfactory. On an aver¬ 
age, repurchases formed about 
3% of the outstanding unit 
funds (Table I). It can be said 
that this low rate of repurchases 
reflects the confidence of the 
investing public in the Trust 
and its utility to the savers. It 
may also be stated that the low 
level of repurchases experien¬ 
ced by the Trust compares very 
favourably with the position 
faced by its counterpart in 
UK, where they have ranged 
between 5-7 per cent of out¬ 
standings in recent years. As 
regards the dividend paid to 
unitholders, the Trust has 
gradually stepped up its divi¬ 
dend rate from 6.1 per cent in 
1964-65 to 8.0 per cent in 
1970-71 and further raised to 
#.25 percent for the year 1971- 
72. 

Provision of Capital 

It is through investment of 
its funds in corporate securities 
that the Trust along with other 
financial institutions provides 
resources to the capital market 
and helps capital formation in 
the industrial sector of the eco¬ 
nomy. While investing its 
funds, the Trust has to keep 
in mind its basic policy of en¬ 
suring for the unit-holders 
safety of capital and a growing 
return together with advantage 
of some capital appreciation as 
well as provide the necessary 
liquidity to the investors, 
which mainly comprise small 
and medium income groups. 
With this end in view, the 
Trust’s aim so far has been to 
build up a balanced portfolio 
consisting of both fixed income 
yielding (preference shares and 
debentures) and variable divi¬ 
dend (ordinary shares) securi¬ 
ties (Table II). These invest¬ 
ments are made through direct 
subscription to and un¬ 
derwriting of capital issues as 
well as through purchases on 
the stock markets. In the 
latter case, the Trust indirectly 
releases funds which can be 
utilised by potential investors 
in subscribing to new capital 
issues. 

The total investments of the 
Trust as at the end of June 1972 
aggregated Rs 119.3 crores of 


which Rs 44.6 crores (37.4 
per cent) represented ordinary 
shares, Rs 13.9 crores (11.7 
per cent) preference shares and 
Rs 41.9 crores (35.1 per cent) 
debentures. Another Rs 18.8 
crores (15.8 per cent) represen¬ 
ted miscellaneous types of secu¬ 
rities such as bonds of public 
corporations. Government se¬ 
curities advance deposits in 
respect of purchase of deben¬ 
tures etc. The relative predomi¬ 
nance of fixed-income yield¬ 
ing securities in the Trust’s 
portfolio may perhaps give the 
impression of excessive cau¬ 
tion viz. that the Trust i$ play¬ 
ing safe with the unit-holders’ 
money while at the same time 
ensuring a reasonable return 
to investors. However, the 
Trust is a young institution— 
it is customary for unit trusts 
to place greater emphasis on 
fixed-interest bearing securities 
in the early years. Also 
good scrips arc not over-abun¬ 
dant and there is general pau¬ 
city of new capital issues in 
recent years. The Trust is, 
however, endeavouring to en¬ 
large its equity portfolio wilh- 
in the constraints it is experi¬ 
encing in this field. At the 
same time, it is seeking new 
avenues for investment of its 
surplus funds which find re¬ 


flection in a substantial por¬ 
tion of its funds being put in 
miscellaneous types of in¬ 
vestments. A new type of in¬ 
dustrial financing which the 
Trust has now ventured takes 
the form of what is called 
‘bridging finance’ which is to 
provide temporary accommo¬ 
dation to corporate borrowers 
by way of deposits with them 
against the loans sanctioned to 
them by the term-lending insti¬ 
tutions. Through such ‘bridg¬ 
ing’, the Trust fills the gap bet¬ 
ween the sanctioning of the 
loan in principle by the institu¬ 
tions concerned and the final 
disbursement of the loan by 
them. Another significant de¬ 
velopment in the field of in¬ 
vestment arising from the gene¬ 
ral paucity of new capital issues 
on the market is the larger re¬ 
liance by the Trust in placing 
its funds through privately 
placed debentures. Neverthe¬ 
less, it may be mentioned that 
the Trust’s long-term aim is to 
enlarge its portfolio of sound 
equities so as to earn a good 
return as well as capital appre¬ 
ciation for the unit-holders. 

The Trust's investments arc 
diversified over a wide range 
of industries and are spread 
over 425 companies (Table 111). 

Tabll II 


Textiles, engineering and elect¬ 
ricity generation and supply 
occupy a prominent position in 
the Trust's portfolio, accounting 
for 14.8%: 14.3% and 11.9% 
respectively of the Trust's total 
investments as on June 30, 
1972. Next in importance arc 
iron and steel (7.7%), transport 
equipment (7.7%), cement 
(7.5?^), chemical and pharma¬ 
ceuticals (7.5%) and aluminium 
industries (6.1%). 

It may here be mentioned 
that the Trust’s investment in 
any one company is restricted 
within specified limits in order 
to ensure adequate spread of 
investments. Thus, invest¬ 
ments under the Unit Schemes 
1964 under which almost the 
entire funds have so far been 
mobilized, the Trust’s invest¬ 
ment in any one company is 
restricted to five per cent of the 
funds of the Scheme or to 15 
per cent of the outstanding 
securities of that company 
whichever is lower. Further, 
aggregate investments in initial 
issues of new industrial under¬ 
takings are limited to only 5 
per cent of the funds of the 
Scheme. 

YVe may now turn to the un¬ 
derwriting operations of the 


Pattern of Trust's Investments 


(Rs crores) 


As on June 30, 

Total 

invest¬ 

ments 

Ordinary shares 

Preference 

shares 

Debentures 

Others@ 


Amount 

%to 

total 

Amount 

%to 

total 

Amount 

%tO 

total 

Amount 

% to 
total 

1965 

24.7 

9.6 

38.7 

1.9 

7.8 

9.3 

37.8 

3.9 

15.7 

1966 

25.9 

10.7 

41.3 

2.5 

9.7 

10.9 

42.1 

1.8 

6.9 

1967 

33.9 

14.0 

41.3 

4.0 

11.8 

13.9 

41.2 

1.9 

5.8 

1968 

48.7 

18.7 

38.4 

7.7 

15.8 

19.9 

40.9 

2.4 

4.9 

1969 

65.4 

24.0 

36.7 

9.3 

14.3 

26.9 

41.0 

5.2 

8.0 

1970 

88.2 

31.5 

35.7 

11.9 

13.5 

37.2 

42.1 

7.7 

8.8 

1971 

105.1 

39.7 

37.7 

13.1 

12.4 

40.9 

38.9 

11.5 

11.0 

1972 

119.3 

44.6 

37.4 

13.9 

11.7 

41.9 

35.1 

18.8 

15.8 


@Bonds of public corporations and government securities, advance deposits in respect of 
purchase of preference shares and debentures, advance call deposits, application money and call 
deposits with banks. 
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Trust. The Trust underwrites 
the capital issues of companies 
by way of firm commitment to 
invest up to the amounts under¬ 
written. Apart from the dircc( 
financial assistance to the in¬ 
dustry through such under¬ 
writing operations, the industry 
is benefited in an indirect way 
also. It is a matter of common 
knowledge that the association 
of the name of financial insti¬ 
tution^ as underwriters of a 
capital issue instils a sense of 
confidence in the minds of in¬ 
vesting public, and thus helps 
the company to raise capital. 
The reason for this is not far 
lo seek. An ordinary investor 
is hardly in a posiilion to make 
an assessment about the sound¬ 
ness of the company making 
the issue. financial insti¬ 
tutions, however, make 
thorough investigations before 
underwriting an issue. The 
proposition may, therefore, be 
expected to be fairly sound, 
though the financial institution 
gi\es no such guarantee. 

Details of the Trust's under¬ 
writing operations are given 
in Tabic IV. The low volume 
of operations in 1970-71 and 
1971-72 may be attributed to 
lower capital issues as also to 
the coming in vogue of a new 
method of raising capital 
through private placement of 
debentures. Under this method 
the companies instead of mak¬ 
ing the issue through prospec¬ 
tus, approach the financial 
institutions directly to take up 
their debentures. 

Besides the underwriting 
operations of the Trust which 
arc by no means insignificant 
in comparison with the other 
industrial financing instu- 
lions (vide Table JV), the Unit 
Trust of Tndia through its 
normal purchases and sales is 
an important operator in the 
stock markets. The Trust is. 


however, only a judicious mar¬ 
ket operator in the ultimate 


interest of the unitholders. But 
the magnitude of its operations 


does have a stabilising effect 
on the stock market. “ 


Table III 

Industry-wise Investments of the Trust 


Industry 


Percentage to total 

investments in shares and debentures 

As on June 30 

Aluminium (Basic and 

1965 

1966 

1967 

(968 

1969 

1970 

1971 

1972 









Foundries) 

Banks and Investments 
Cement 

Chemicals and Pharma- 

2.7 

5.8 
13.8 

3.0 

6.3 

12.5 

3.5 

6.4 

10,2 

4.5 

6.6 
9.1 

6.6 

6.1 

8.2 

7.3 

5.1 

8.1 

6.4 

4.5 

7.5 

6.1 

3.6 

7.5 

cc utica Is 

Coal 

Electricity Generation and 

2.9 

1.0 

2.9 

0.9 

3.4 

0.7 

3.1 

0.7 

4.7 

0.7 

6.4 

0.6 

7.1 

0.5 

7.5 

0.5 

supply 

Engineering 

Glass and Potteries 

Iron and Steel (Basic 

3.2 
14 .1 
0.5 

4.6 

16.0 

0.5 

6.4 

16.1 

0.4 

6.4 

17.7 

0.3 

7.8 

17.1 

0.3 

11.9 

14.9 
0.2 

12.2 

14.3 

0.2 

11.9 

14.3 

0.2 

and Foundries) 

Paper and Paper Products 

7.6 

4.2 

6.5 

3.7 

6.0 

3.5 

4.5 

3.3 

3.7 

3.0 

4.0 

7.3 

7.7 

Plantations (Tea, Cofl'ce 

Z . 3 

2.7 

2.5 

and Rubber etc.) 

Rubber and Rubber 

0.7 

0.6 

0.9 

1.0 

1.0 

0.9 

0.9 

1.0 

Manufacturers 

0 7 

0.7 

1.5 

1.0 

1.7 

• 

1.8 

1.2 

1.7 




Shipping 

Sugar 

Textiles (Cotton. Jute. 

1 j 

1.7 

L0 

1.7 

f.O 

1.6 

1.8 

(.1 

1.6 

1.6 

1.7 

1.5 

1.7 

1.6 

1.5 

Rayon & Pulp, 

Woolen etc.) 

Transport Equipment 
Miscellaneous 

Total 

21.3 

4.7 

14.0 

100.0 

19.7 
6.4 
13. 1 
100.0 

20.2 

5.3 

12.7 

100.0 

18.5 
8.3 

11.5 
100.0 

IS.2 
7.0 
10.8 
100.0 

14.8 
7.5 
11.2 
100.0 

15.0 

7.0 

9.6 

100.0 

14.8 

7.7 

9.9 

100.0 


Table IV 

Underwriting of Capital Issues by Unit Trust of tudia and other Financial Institutions 

(Amount incrores of Rs) 


Year (July-Junc for 2 and Under-writing ,, , " 7 .. . 

3 and April-Mairli lor by (JTI Underwriting and direct subscriptions sanctioned byur 

others) ______ ^ 




No of 
issues 

Amount 

UTI 

L1C 

IDBI 

ICICI 

SFCs 

SIDCs 

1964-65 

32 

7.1 

8.9 

13.7 

3.0 

3.8 

6.3 

2.8 

2.3 

1965-66 

19 

2.4 

2.2 

NA 

10.5 

5.8 

5.8 

1.9 

1.4 

1966-67 

30 

3.9 

5.2 

11.4 

2.7 

2.3 

6.2 

1.5 

1.3 

1967-68 

36 

7.6 

8.3 

10.3 

0.9 

1.0 

5.5 

1.2 

3.3 

1968-69 

32 

8.8 

10.3 

NA 

2.6 

3.1 

7.5 

0.3 

1.9 

1969-70 

21 

9.7 

9.9 

11.0 

6.2 

1.4 

4.9 

0.5 

5.5 

1970-71 

16 

3.1 

10.8 

13.3 

3.7 

3.8 

5.4 

0.6 

2.2 

1971-72 

14 

4.6 

15.0 

NA 

12.9 

2.3 

5.2 

0.7 

4.8 


(if.Source: IDBI Annual Reports. * 
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in prices: 
causes and 
consequences 


Thk sharp upturn in prices during the 
past one year has caused widespread dis¬ 
content in the country. While all official 
pronouncements emphasise the importance 
of holding the price line, yet there seems to 
be no clear-cut policy to attain this objec¬ 
tive. The Economic Survey for 1972-73 
indicated that the wholesale prices of all commodities in December 1972 had risen by 

13.7 per cent over December 1971. During the same period, the wholesale prices of food- 
grains had risen by 19.5 per cent, of pulses by 25.1 per cent, of edible oils by 26.3 per 
cent and of sugar and allied products by as much a 38.5 per cent. Surely, these sharp 
increases in the prices of essential goods have caused considerable erosion in the pur¬ 
chasing power of the rupee and the current wave of discontent in the country is the 
direct result of the tyranny of soaring prices. 

The causes for the spurt in prices are not far to seek. It is well known that this 
country received a setback on the agricultural front for two successive years due to 
unfavourable weather conditions. The output of foodgrains in 1971-72 dropped to 

104.7 million tonnes from the all-time peak attained in 1971-72 at 108.4 million tonnes. 
During the current agricultural year ending in June, the output of foodgrains might 
not reach the level of even 100 million tonnes. The stocks of foodgrains, which at one 
time last year were reported to be around 9.5 million tonnes, now stand sizeably 
depleted, necessitating imports from abroad. The shortfall in the production of mass 
consumption goods such as cereals, pulses, edible oils and sugar is, thus, the basic- 
cause of the current inflationary trend. 

However, the failure of the monsoons and the consequent reduced output of 
foodgrains is only a part of the story. The inability of the government to provide 
adequate quantities of fertilisers to farmers in the irrigated areas is also responsible, 
though in part, for the present short supply of foodgrains. On top of that, the increase 
in money supply needed to push through the development plans has exerted tremendous 
pressure on the prices of essential goods. Though the supply of consumer goods 
(including foodgrains) was reduced, money supply continued to increase resulting in 
the inevitable monetary pressure on prices. In 1971-72, the increase in money supply 
was of the order of Rs 998 crorcs, as against Rs 753 crorcs only in 1972-73. During 
the current year, the supply of money is likely to go up still further. The increase in 
currency coupled with the rising velocity of circulation in an inflationary market will, 
therefore, keep up the uptrend in prices. 

Again, the process of planning in this country, which started more than two de¬ 
cades ago, has laid more emphasis on basic and capital goods industries than on con¬ 
sumer industries. In fact, the rate of growth of capital goods and basic industries 
has been almost double the rate of growth in consumer goods industries. It is this 
relative neglect of the consumer goods industries which, among other causes, is now 
contributing to current inflationary pressures. We can continue to ignore the con¬ 
sumer industries only at our own peril. 

The employers in the organised sector and also the government departments and 
public sector undertakings will find it hard to resist the demands of employees in regard 
to increase in wages and salaries. The third Pay Commission’s report, which is 
expected to be released next week, may increase the financial burden on the central ex¬ 
chequer by anything between Rs 150 and 200 crores. The unorganised sector will 
however be left to fend for itself. This method of ad hoc increases in salaries and wages 
needs to be given up if we are not to be caught in the vicious circle of rising prices lead¬ 
ing to increases in wages and incomes and then to rising prices again. The Planning 
Commission had set up sometime back a special cell to evolve a national policy in this 
regard, but the fruits of the deliberations of this cell have not been made known to the 
public. In the meantime, the increases in salaries and wages allowed by employees 
will set in motion another bout of inflation which will partly nullify the effect of enhanc¬ 
ed allowances. 


It is unfair to allow increases in wages to only those sections in society which are 
organised and can force the authorities to yield to their demands if and when prices go 
up. It is high time that the government applies its mind to the framing of a national 
policy for prices, incomes and wages, as a long-term measure. In the short-term, ac¬ 
cent should, however, be put on increased production both in agriculture and industry. 

It is misleading to state that development of an economy leads inevitably to 
inflation. Efficient handling of the instruments of production should be matched by 
judicious use of available funds. If however the savings of the community are in¬ 
vested in wasteful projects aimlessly and adequate return is not obtained on invest¬ 
ments made—as is the case with our public sector industrial and commercial 
undertakings — then the planners and the government have laid the foundations for 
persistent inflation. 
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GSP and the 

information 

gap 

Although i-xporis of our non-lraditioual 
items have looked up during the last one 
decade or so, we have failed to derive the 
full benefits out of the Generalised Scheme 
of Preferences (GSP), which was mooted, 
among other developing countries, by us 
around the turn of the sixties and received 
a concrete shape about four years ago. 
To some extent, this might be attributed 
to two facts : (/) considerable erosion 

(by the Dillon and Kennedy rounds of 
tariff cuts under the GATT) of the tariff 
concessions originally envisaged lo be 
provided under the scheme by the deve¬ 
loped market economies for the manu¬ 
factured and semi-manufactured products 
of the developing nations, even before the 
scheme was launched and later on by the 
agreement on exchange of tariff prefe¬ 
rences between the European Economic 
Community and the European Free Trade 
Area; and (it) non-implementation as 
yet of the programme by the United 
States and Canada. But even if due 
allowance is made for them, it cannot be 
said that our exporters have seized the 
opportunity as fully as those of such 
developing nations as Yugoslavia, Brazil, 
Hongkong, Taiwan, South Korea and 
Argentina have. 

As a study made by the Indian insti¬ 
tute of Foreign Trade for its seminar a 
few days ago on the GSP shows, the ex¬ 
port items of developing countries which 
have responded somewhat satisfactorily 
to the tariff concessions made available 
by the developed nations under the GSP 
include: (/)such simple consumer goods for 
final consumption as cotton piecegoods, 
shawls, scarves, veils, sports goods and 
confectionery; (//) consumer durables like 
woollen carpets, travelling rugs, travel 
goods of leather, spectacle frames, table¬ 
ware and holloware, watches, typewriters 
and statistical machines; (Hi) intermediate 
goods like tubes, blanks, bars and rods 
of iron and steel, replacement parts and 
components, twine cordage, etc., of man¬ 
made fibres, nails, tacks and staples, pipe 
fittings, insulated electric wire and cables 
organic dyestuffs, etc; and (/V) such capi¬ 
tal goods as hand tools and machine tools 
of less complicated types. 

The items which have met with poor 
response so far—some of these are of vital 
importance to us—include: (/) consumer 
goods where quality and performance 
count, such as vaccum llasks and parts, 
quality leather goods, cotton blankets, 
etc.; (//) finished capital equipment and 
machinery in the case of which continued 


efficient service, regular aftersales service 
and easy supply of parts are of prime 
consideration: (///) fashion items like ties 
and cravats, stockings for women, articles 
of jewellery, etc.; and (n) items like woven 
fabrics of jute, rubber products, hemp and 
other vegetable fibres, mats and matting 
which have to contend with technological 
changes and competition from substitutes. 

The study has rightly emphasised that 
the response of importers in the developed 
market economies to the exports of manu¬ 
factured and semi-manufactured goods 
by developing nations depends a great 
deal on such factors as quality image of 
the products, the image of the exporter 
as well as of the exporting country, the 
marketing competence, capacity and ef¬ 
fort by exporters, besides the price com¬ 
petitiveness and the nature of products. 
This should suggest that tariff concessions 
are just one of the instruments for fostering 
exports. Much depends on the efforts of 
the exporters themselves and the research 
and development endeavours they make 
to cater for the requirements of the consu¬ 
mers in the developed countries. 

A good deal of thought-provoking ana¬ 
lysis ol the hurdles in the way of our 
deriving the maximum benefit out of the 
GSP was done at the HIT seminar. It 
helped in identifying the main hindrances. 
The most important single hindrance 
identified was the tremendous information 
gap in the country about the GSP. Know¬ 
ledge about the utilization of quotas and 
ceilings in the importing countries on the 
exports of developing nations at parti¬ 
cular times, it was emphasised, was not 
available to exporters. Concerted ef¬ 
forts at tilling up this gap, thus, are ur¬ 


gently called for. The establishment of 
“focal points” in the Ministry of Com¬ 
merce and export promotion councils to 
provide feedback information about for¬ 
eign markets as well as information 
about the patterns of GSP in various 
countries, quotas and procedural forma¬ 
lities to avail of these concessions, as 
recommended by the seminar, should go 
some way in filling up the information 
gap. Another noteworthy suggestion 
made by the seminar in this connection 
is that a phased programme should be 
undertaken to conduct detailed market 
surveys in respect of selected GSP items 
on u “crash” basis. Special allocations 
should be made for this purpose from the 
Market Development Fund. 

Expeditious gathering of information 
about GSP and feeding it to exporters and 
manufacturers should help in stepping 
up our exports to some extent. But if the 
goal of zero net foreign aid for deve¬ 
lopment by the end of the fifth Plan 
period is to be achieved, much more will 
have to be done in various other fields. 
With a view to making our products 
competitive in world markets, the semi¬ 
nar quite appropriately emphasised the 
need for a fresh look on the customs 
drawbacks and excise refunds available for 
exports at present. It is a well known 
fact that exporters arc not allowed rebates 
and refunds for several fiscal imposts at 
the municipal, state and central govern¬ 
ment levels. Owing to high costs of produc¬ 
tion, which to a substantial extent is the 
result of levies at various levels, their 
products invariably are priced out in 
global markets. 

There is also an imperative need for 
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The par I i lion of the country effected on the 
15th August, IV47, involved the vivisection ->f a 
living economic organism and the consequence* 
were hound to be far reaching. In a small but 
timely book entitled Economic Consequences of 
the Partition, Prof. C.N. Vakil has carefully 
analysed, with the aid of the latest available statis¬ 
tics, these consequences and drawn the only pos¬ 
sible conclusion that the fundamental economic 
forces in the two Dominions arc likely to work in 
the direction of mutual interdependence and co¬ 
operation. lie is, however, a realist enough not 
to ignore the grim alternative that political forces 
may predominate over the dictates of economic 
prudence and hus more than hinted at the desir¬ 


ability of being prepared to offset the offensive 
moves from the other side or to take the offen¬ 
sive in case of need with a view to an early termi¬ 
nation of such warfare. 

In the matter of area, population and natural 
resources us well as of industries, banks and in¬ 
surance companies, the arbitrary line of division 
leaves the two Dominions unequally placed. The 
outstanding fact, which required no reinforcement 
by an armoury of statistics, is the balance of 
advantage of Pakistan in the primary industry of 
agriculture and of India in manufactuiing and 
service industries, with the common disadvantage 
of both in appalingly low standards of living of 
the vast mass of population. 
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augmenting manufacturing capacities in 
various fields so that adequate surpluses 
are available for export. The govern¬ 
mental policy in this regard has left much 
to be desired in the recent past. The 
situation may be expected to worsen 
further if unnecessary constraints on the 
growth, of industry in the large-scale 
sector, prompted by political considera¬ 
tions, arc not removed. 

The provision of adequate quantities of 
raw materials at reasonable prices to ex¬ 
porting units is another important task 
to which we have to address ourselves. 
The allowing of imports from preferred 
sources to manufacturer-exporters if 
their exports exceed a certain percentage 
of their output, for the past three or four 
years has indeed yielded wholesome re¬ 
sults. But apart from this, preferred sup¬ 
plies to them from indigenous sources 
should be attempted in a larger measure 
than hitherto. A crucial fact that ought 
to be appreciated is that under-utilization 
of capacity in all undertakings which 
export a sizeable portion of their output 
should be avoided. This would help in 
bringing down their cost of production. 


Parekh's plea 
for revival in 
investment 

The Industrial Credit and Invest¬ 
ment Corporation of India Ltd. (ICICI) 
has completed one more year of suc¬ 
cessful operations. Gross assistance 
sanctioned by it in 1972 increased by a 
further Rs 11.29 crorcs compared to 
that in the year 1971. and Mr H/J\ 
Parekh, the ICICI Chairman, told a news 
conference recently that the perfor¬ 
mance in 1973 would be better still, at 
least by a further ten per cent. It is 
not only on the demand for assistance 
side that the ICICI is in this happy 
position; on the supply of resources side 
also, the Corporation is equally fortu¬ 
nately placed. The Corporation's net 
resources as on December 31, 1972 were 
about Rs 298.67 crores—Rs 81.85 crores 
in rupees and 5> 297.87 million in foreign 
currencies. This apart, the ICICI en¬ 
joys such high prestige that it need have 
no anxiety in the matter of raising fur¬ 
ther resources, whether in rupees or in 
foreign currency. Indeed, its imminent 
fourth issue of six per cent debentures 
for eight crores of rupees is as good as 
already fully taken up. Similarly, the 
Corporation’s efforts to raise more for¬ 
eign currency reserves—S 75 million 


As the TIFT Seminar on Generalised 
Scheme of Preferences stressed, time has 
come for an integrated action programme 
for exports on a micro-basis, unit wise, 
commodity-wise and country-wise. A 
continuous vigil on our performance on 
the export front is imperative so that 
remedial action, whenever necessary, is 
initiated without any loss of time. The 
phasing out of the Commonwealth pre¬ 
ferences, which we enjoyed before Bri¬ 
tain's entry into the EEC, in four years 
with effect from January 1, 1974, and the 
likelihood of the United States and some 
other countries, which face chronic ba¬ 
lance of payments difficulties, to resort to 
stringent import policies, instead of 
liberalising them, makes it incumbent 
on us to improve the competitive position 
of our products—price-wise as well as 
quality-wise—so that our exports do 
not suffer any setback. The tendency of 
the manufacturers of the developed coun¬ 
tries to set up export units in the deve¬ 
loping countries for taking advantage 
of less costly labour there, should be 
availed of by us if the establishment of 
such units yields some net foreign ex¬ 
change earning for the country. 


from the World Bank, five .million 
duetschemarks from the Kfw (Kredi- 
tanstalt fur wideraufbau) and one 
million pound from the British govern¬ 
ment,—may also be expected to materia¬ 
lise without uny hitch. In other words, 
the ICICI management seems to have 
no cause for concern either as regards 
enquiries for assistance or as regards its 
ability to find the resources, rupee or 
foreign, to respond to these enquiries. 
Still why did Mr Parekh choose to make 
the vigorous plea he has made for revival 
of investment activity in the course of 
the Chairman's statement to members? 

Evidently, the industrial climate has 
not been picking up as well as Mr Parekh 
would like it to, despite the recent 
emergence of not a few favourable fac¬ 
tors he himself alluded to. It is not 
merely as the head of an investment 
institution, however, that he has pleaded 
for a revival of investment, but as one 
genuinely interested in ensuring that the 
objectives of the government planners— 
on these objectives, there can be no two 
opinions, though- are achieved. It may 
be hoped, therefore, that the views of 
this sympathetic and constructive critic 
would weigh with the powers-that-bc. 

To turn now to Mr Parekh's views. 
First, he has indicated how the govern¬ 
ment ought to determine its economic 
policy. The government, he says, needs 
to do so in the light of the setback 


to the economic situation, the aftermath 
of which is likely to be felt at least tiil the 
middle of this year, and the basic phi¬ 
losophy it has since accepted, viz. of 
having a time-bound programme for 
providing minimum subsistence to all 
and the development strategy needed 
to achieve this objective. But. he adds, 
“increased welfare is clearly related to 
enlargement of the national cake" and 
rightly argues that the achievement of 
the new planning objective depends on 
policies related to this aspect of plan¬ 
ning. From what follows in Mr Parekh’s 
statement, it is abundantly clear that 
the government's present policies need 
to be promptly and properly reoriented. 
Thus, he says that “the experience of 
the last four years shows lhat hesitation 
in taking policy decisions leads to a 
situation of drift". As things are 
today, can we afford such a drift? 
Mr Parekh's answer is “we can hard¬ 
ly afford to stand still in the con¬ 
text of increasing supply of labour and 
demand for creation of employment op¬ 
portunities". And “the only means, of 
creating employment opportunities", he 
is convinced, “is revival of investment 
activity'’. 

Delay and drift are the greatest ene¬ 
mies of a developing economy and even 
those responsible for drift and delay 
dare not counter this thesis, but they 
seem to have underrated, if not ig¬ 
nored, that “in development, time is a 
commodity in shortest supply" and also 
that “a situation of immobilism creates 
its own counteraction in the form of 
ruthlcssncss." To drive home his point, 
Mr Parekh has mentioned three instan¬ 
ces of delay and drift—oil, cement and 
fertilizers -and what these have cost 
the nation. According to Mr Parekh, 
there can be no worse example of the 
tost of delay and indecision than that 
of our oil problem. Because of the slow 
pace of oil exploration and the putting 
off of a firm decision on drilling at 
Bombay High, our import bill on oil 
has been increasing rapidly and is like¬ 
ly to increase even more rapidly during 
the coming years. Similarly, because of 
the failure to take timely investment 
decisions,—and the impact of a lag of 
time—“cement is beginning to get in 
tight supply and. in the next two years, 
there is likely to emerge a sharp short¬ 
age of cement". Then, again the conse¬ 
quence of another failure to make the 
most of time when it was available is 
now making itself felt in the form of our 
recent decision to seek foreign help for 
setting up five fertilizer projects. An 
even flow of investment decisions is a 
desideratum to be devoutly sought and 
achieved by all developing countries. 
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For “alternate bouts of investment fa¬ 
mine and excesses (such as this country 
has been experiencing) lead to waste of 
industrial capacity through non-usage 
(as for example, our cement machinery 
making plants) Jo.vs of market oppor¬ 
tunities (e.g. acute shortage of cement 
when there is so much demand tor it) 
and a distortion of planning decisions 
(e.g. fertilizer projects). 

The ICICI Chairman is not un¬ 
aware of the vast closely interrelated 
industrial sliucture which has emerged 
since the government began planning or 
of the enormously difficult task of 
managing the economy today because 
of that. But he has done well to note: 
that the government has also acquired so 
much more power and such extensive 
control over financial resources that it 
ought to be able to deal with the situa¬ 
tion. Although he has not said so in so 
many words, it is obvious the govern¬ 
ment has not been able to cope with 
the situation. Ihus. although the econo¬ 
my has so developed during the last 20 
years that the minimum level of invest¬ 
ment required to keep it fully operative 
has increased considerably, the autho¬ 
rities have not ensured or facilitated this 
much investment. “The present slackness 
in the economy indicates that invest¬ 
ment is not taking place at the level re¬ 
quired/’ 

What would be the result today if in¬ 
vestment had taken place at the level re¬ 
quired? Our administrative decision¬ 
making machinery would have become 
hopelessly dogged, because the number of 
decisions to be taken has become far 
larger and also far more complex. Here, 
again, is another proof that our economy 
is operating at a low pace. However, 
Mr Parekh has given concrete data to 
establish it beyond a shadow doubL. As 
against the number of industrial licen¬ 
ces issued in the early sixties of about 
1500 a year, he says, the number of in¬ 
dustrial licences required to be issued 
today even to maintain the same rate 
of investment (given the rise in prioas 
and increases in the size of the economy) 
would be aboul 2,000. But what is ac¬ 
tually being issued, according to the 
ICICI Chief, is less than 500! 

Mr. Parekh has no quarrel with the 
objetives of our planners. Nor docs he 
hold that the targets in our previous 
plans have been ambitious. By any 
standards, he says, these targets have 
been modest. And yet how is it that our 
Plan achievements have been at least 
10 to 15 per cent below these targets? 
The answer here, again, is the slow pace 
at which the administrative machinery 
has been functioning. 

Now that the government has become 

RASTBRN BOOMOUm 


“the fifth factor of production’', thanks 
to the degree of its intervention in the 
economy, Mr Parekh feels, and justi¬ 
fiably so, that the government must 
carry with it the support of the indus¬ 
trial community in the various measures 
for industrial revival and reforms. The 
business community and the thinking 
sections of the public would wholly 
agree with this view. They would also 
fully endorse his suggestion that, within 
the broad contours of the development 
strategy laid down by the Planning Com¬ 
mission, ’the government needs to consi¬ 
der whether the procedural machinery 
and administrative restraints arc in conso¬ 
nance with the requirements of the 
economy and whether the government 
cannot achieve the same objectives 
through different means". In this con¬ 
nection, Mr Parekh has made a few 
suggestions that merit careful and 
prompt consideration at the hands of 
the authorities. 

In the first place, the ICICI Chair¬ 
man says, “the rale of investment in 
industry will have to increase manifold 
over its present low level". In terms of 
existing administrative machinery, we 
arc told, this will involve the issue of 
2000-2500 industrial licences per year, an 
increase in import licences for capital 
and current goods and capital issues 
consents of Rs 300 crores per year (it is 
only about Rs 100 crores today). And 
our government policies have to be 
suitably adapted and the administrative 
machinery properly geared to deal with 
this enormously increased volume of 
business. Otherwise, we would have here 
perhaps the worst bottleneck to indus¬ 
trial expansion and this at a time when 
the impact of the government’s own 
development and income policies make 
for a vastly greater demand for indus¬ 
trial products. One therefore readily 
endorses Mr Parekh's suggestion that 
“the industrial sector should be left free 
to respond to the demand situation 
created by the government’s develop¬ 
ment and economic policies and to pro¬ 
pose investment programmes in the light 
of the market conditions in the eco¬ 
nomy". 

I he ICICI Chairman must be perso¬ 
nally experiencing the difficulty of the 
rising trend in respect of project costs as 
the Corporation has to process so many 
projects that come up for scrutiny prior 
to its sanctioning finance to these pro¬ 
jects. Because of this trend and also be¬ 
cause the number of projects needing in¬ 
dustries licencing would be unduly large 
as per the existing exemption limits, he 
has suggested that the government 
should consider the possibility of in¬ 
creasing the investment limit for indus¬ 
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trial licensing from the present Rs 1 
crore to Rs 3 crores and leaving free 
all investments below Rs 1 crore. As 
he has said, this would reduce the bur¬ 
den on the administrative machinery *and 
facilitate the flow of its decisions. To be 
effective and purposeful, it is also neces¬ 
sary that this should be accompanied 
by the adoption of a clear policy on 
industrial growth, and a good beginning 
has been made in this connection by the 
government’s recent redefining of the 
large houses and the widening of the 
scope for its operation by enlarging the 
core sector. As Mr Parekh had done well 
to stress it, “the government cannot 
expect to decapitate this sector, (which 
is estimated to have been responsible for 
approximately half of the industrial in¬ 
vestment in the country) without filling 
the gap so created by finding other 
entrepreneurs", which is admittedly a 
time-consuming process. Meanwhile, the 
government would be well-advised to 
heal his suggestion that il lay down the 
conditions under which investment by 
cstablishal houses would be allowed and 
provide appropriate incentives to smal¬ 
ler entrepreneurs to enable them to grow 
faster. 

One other important point to wdiich 
Mr Parekh has drawn the attention of 
the authorities concerns the question 
of price freezes, formal or informal, 
which have an inhibiting impact on in¬ 
vestment. One case of such price feeze 
and its proven fatal impact that readily 
comes to anybody’s mind is that relat¬ 
ing to cement. There is need, in all con¬ 
science, to give some thought to this 
aspect if the growth requirements en¬ 
visaged for a number of essential indus¬ 
tries are to be realised. 

“Implementation of an industrial 
programme", as the iC’ICl Chairman has 
neatly summed up in conclusion, “is 
not only a matter of wishing it or of set¬ 
ting targets". Hard decisions have to 
be taken in respect of choice of agen¬ 
cies. allocation of resources and giving 
of administrative sanctions. Only to the 
extent the government is prepared to 
lake these hard decisions would it be 
deemed to be pragmatic and purpose¬ 
ful. as also courageous. 
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Mr Giri on 
t . employment 

Inaugurating the fourth annual conven¬ 
tion of the Association of Indian 
Agricultural Universities in Hissar on 
Mkrch* 21, Mr V. V. Giri warned that 
there might be “a bloody revolution” in 
the country unless the problem of unemp¬ 
loyment was tackled on a “ war-footing”. 
The President of India suggested that as 
part of the academic programme, all 
students should be made to work on farms 
for at least one year and trained in culti¬ 
vation. He said that “every acre a 
pasture and every home a factory” was 
not an empty slogan but “the only con¬ 
cept” which would lead the country to 
the production of more food, more 
income and more jobs. 

Mr Giri is, of course, genuinely and 
seriously concerned with the magnitude of 
the problem of unemployment. But his 
phrase, “war-footing 4 ’ has become rather 
hackneyed and has practically lost its 
significance, is the administrative machi¬ 
nery at present in a position to gear itself 
up to the standards of “war-footing”? 
The government has been assuming new 
and heavy responsibilities, especially in re¬ 
lation to the country's economic develop¬ 
ment, without effectively toning up the 
administration. The Planning Commission 
says, in its Approach to the Fifth Plan , 
that the accelerated growth and a pattern 
of development weighted in favour of 
basic industries, agriculture, and social 
services require “a basic change” in the 
administrative structure. The Commission 
adds that “an antiquated structure and 
the leisurely procedures are incompatible 
with the fulfilment of the Plan tasks”. 

How, then, can we tackle the problem 
of unemployment on “a war-footing”? 
Measures to reform the administration 
through commissions and committees 
have produced little effect. The economic 
ministries at the Centre continue to func¬ 
tion at cross-purposes. Mrs Gandhi, the 
Prime Minister, has not been able to 
ensure that her cabinet, especially the 
ministers handling economic subjects, 
work with close understanding and co¬ 
ordination. In fact, the frequent changes 
in portfolios, and the haphazard manner 
in which subjects of vital importance are 
shifted from one ministry to another have 
severely impeded efficient administration. 
Moreover, economic policies continue to 
be vitiated by the lack of clarity and stabi¬ 
lity as weli as by the excessive influence of 
ideology. In this background, one won¬ 
ders how the President of India expects 
the administration to be put on a “war¬ 
footing” so as to enable it to tackle 


successfully the huge problem of unem¬ 
ployment. 

The President’s suggestion to make 
“every acre a pasture and every home a 
factory” seems attractive. But how far 
is this practicable? There has been an 
acute shortage of fertilisers and other 
inputs that are required to improve pro¬ 
ductivity in the land. These have also 
become too costly due to higher taxes 
and other causes. The availability of 
irrigation facilities in many parts of the 
country has been quite meagre. Indian 
agriculture continues to be a gamble in 
the rains as it was under British rule. 

In these circumstances, it seems too 
much to expect more areas to be brought 
under cultivation on a large scale and in 
the immediate future. It is also difficult to 
appreciate how the President’s proposal 
to compel all students to work on the 
farms for a t least one year will help to 
solve unemployment. This seems unlikely 
to benefit either agriculture or education. 
On the other hand, this will make 
students lose even the little interest which 
they now take in studies. 

Mr Giri’s suggestion that unemployed 
youth should set up cottage industries is 
also not easy to implement. Most students 
even in the university classes have little 
idea of how to set up cottage industries 
and how to market their products. Even 
unemployed engineers with their techni¬ 
cal skill and background have found 
many practical difficulties in establishing 
small and cottage industries. The govern¬ 
ment of India and the state governments 
as well as the banks and other financial 
institutions have been providing various 
types of help to those who want to set up 
small industries. But very few of the 
unemployed persons seem to have suc¬ 
ceeded in availing themselves of these 
facilities because of Jack of effective 
advice and assistance as well as want of 
confidence in setting up industries of 
their own. It seems therefore rather 
naive to argue that we can solve the 
problem of unemployment by having a 
factory in every home. To set up cottage 
industries successfully, one requires a 
great deal of patience and persistence but 
few students at present appears to be in 
the right frame of mind to become self- 
employed. The tendency among them is 
to run after jobs in government offices 
and commercial firms. Neither the go¬ 
vernment nor the leaders of political 
parties are making serious efforts to pro¬ 
mote the growth of self-employment. 

MT Giri therefore should exert his 
influence and authority to persuade (he 
government to pursue pragmatic economic 


phcrc congenial to the vigorous expansion 
of the economy which alone can help to 
create productive employment on a large 
scale. It is doubtful if Mr Giri is fully 
aware of the extent to which the invest- 
policies so that we can create an almo$- 
ment climate has been affected .as a result 
of the sudden take-overs of industries dnd 
trades and the considerable uncertainty 
that prevails among investors and entre¬ 
preneurs because of the lack of consis¬ 
tency and realism in regard to major 
economic policies. Unfortunately, this 
anxiety and uncertainty prevals to a much 
greater extent in West Bengal and .the 
other eastern states where problems of 
poverty and unemployment have been 
more acute and widespread. The Presi¬ 
dent certainly has the right and the duty 
to warn his cabinet about the dangers of 
drift in economic policy. It is signifleant 
that not only leaders of industry and 
trade but also the heads of public sector 
financial institutions have critically 
commented on the government's approach 
to industrial development.' So long as 
New Delhi docs not end this endless 
drift in policy, industrial growth will not 
acquire dynamism nor will employment 
opportunities increase speedily and ade¬ 
quately. 


T t is also sad to note that many state 
governments are concentrating their 
attention not so much on widening the 
scope for employment as on ensuring that 
available jobs go only to those who they 
consider to be sons of the soil. On the 
day when Mr Giri spoke in Hissar, the. 
West Bengal government released a study 
by the state government’s Labour Direc¬ 
torate regarding the trends of employment, 
between 1969 and 1971. The study revealed 
that there was a net fall of 1.09 per cent 
in employment of the sons of the soil in 
trades. Their number had marginally 
increased in trades like iron and steel, 
chemicals, and paper but in several others 
more migrants came in from Bihar, 
UP and Orissa. It is stated that in 1971 
the sons of the soil held only 44.01 per 
cent of the total number of jobs. The 
study has also given a detailed analysis 
industry-wise, indicating the share of the 
sons of the soil in employment. 

The Andhra agitation should caution 
the centre and the states not to over-do, 
or over-play, the linguistic or regional 
element in the matter of employment. If 
the President of India who is also the 
Supreme Commander of the Armed 
Forces really fears a “bloody revolution” 
in the country because of the failure to 
solve the problem of unemployment, does 
he not have a moral and constitutional 
responsibility to take timely and effective 
measures to prevent such a catastrophe? 
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Rupee after Paris 


The Smithsonian Agreement of 1971 
was a shot gun wedding; the latest inter¬ 
national currency arrangement looks very 
much like a hippie pad. Six of the Euro¬ 
pean Nine, namely, France, the Federal 
Republic .of Germany, Belgium, the 
Netherlands, Luxembourg and Denmark 
(with Sweden going along with them) 
have bonded themselves together in com¬ 
munity living of sorts while the other 
three, Britain, Italy and Ireland, as well as 
the United States and Japan arc to pursue 
the pleasures of promiscuity to varying 
extents. Although President Nixon would 
no doubt present this development as yet 
another famous American victory, it is 
obvious that his attempting to do a B-52 
on the international monetary system has 
failed. Having devalued the dollar twice 
within 14 months, he thought that he 
could strike a “take it or leave it'' atti¬ 
tude and compel the major trading part¬ 
ners of the United States to underwrite the 
value of its currency at a rate of its fixing. 
He forgot however that once his adminis¬ 
tration had closed the ‘gold window'— 
which it had done in 1971 —and thereby 
taken Fort Knox out of the business, he 
would be operating thereafter from a 
position of great tactical weakness in ne¬ 
gotiating for European central banks’ 
support lor the US currency, particularly 
because of all those billions of foot-loose 
dollars abroad. 

joint float 

The primary issue in the recent mone¬ 
tary talks in Paris therefore was whether 
Washington could be made to realize that 
other major world currencies did not owe 
it to the US dollar to make the monetary 
world safe for it. The real turning point 
in the Paris negotiations consequently 
came only when the United State agreed 
to intervene in the world money exchan¬ 
ges in support of the dollar whenever this 
was found necessary or desirable. Reas¬ 
sured thus that they will not be required 
to continue to finance the US balance of 
payments deficit without limit, the EEC 
six, whom Sweden has joined for this 
limited purpose, have agreed to a joint float 
arrangement against currencies other than 
their own, while maintaining fixed rates of 
exchange among themselves. Incidentally, 
Bonn had earlier revalued the Deutche- 
mark by three per cent. But this was more 
as a gesture to France, worried about its 


Reproduced from The Hindustan 
Times of March 27, by the courtesy 
of its editor. 

farm interests, than as a sop to Washing¬ 
ton. Meanwhile, the Japanese yen on 
which much of the heat has been turned 
during recent international monetary cri¬ 
ses, has had time to find or invent its own 
cool and is labouring to refashion its ex¬ 
change rate into a more credible relation¬ 
ship with international monetary realities. 

healthy response 

The initial response of the foreign excha¬ 
nge markets across the world to the Paris 
Agreement has been healthy and encoura¬ 
ging. The US dollar is ruling steady to 
firm, while retaining most of the disadvan¬ 
tage of the appreciation in the value of the 
yen. This is as it should be, and provided 
Washington is true to its word and draws 
freely on “swap” arrangements with the 
yen and the mark whenever the need ari¬ 
ses for supporting its currency, the dust 
may settle down on the Paris agreement 
sooner than may now seem likely. 

This does not however mean that it 
could be taken for granted that the lastcst 
currency arrangements, provided Washing¬ 
ton plays the game, would necessarily pass 
the test of durability. There is already 
a whole tribe of Cassandras prophesying 
early doom. The argument here is that 
the EEC six just cannot succeed in main¬ 
taining fixed parities among themselves 
for any length of time. It has not been 
easy to follow the reasoning here and in 
any case there is a strong and legitimate 
suspicion that those who declare that the 
experiment of the partial EEC float would 
fail are simply those who want it to fail 
because they arc firmly convinced that the 
only way out of the current international 
monetary difficulties or problems is for 
all the major currencies to float freely and 
cleanly and let the market forces of sup¬ 
ply and demand determine their relations 
to one another. Whether this all too 
neat a prescription for the world’s mone¬ 
tary ills would be eventually accepted 
remains to be seen, but there is certainly 
currently a strong intellectual movement 
against a return to fixed par values, how¬ 
ever operated. , 

Incidentally this makes our Finance 
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minister’s resolve to^battleTor the cause 
of fixed exchange rates seem more than 
a little quixotic. It is to be hoped that he 
will use his country’s time more usefully 
at the meeting of the Committee of Twenty 
in Washington than in arguing for a parti¬ 
cular formula for settling or resettling 
international monetary relations. After 
all, neither the relative magnitude of 
India's trading position in the internatio¬ 
nal community nor the status of the rupee 
as a cnrrency in world trade warrants our 
government’s representatives at interna¬ 
tional forums attempting to lay down the 
law for the world’s major currencies. 
Even assuming that the economic interests 
of India singly or of the developing coun¬ 
tries collectively would be best served by 
fixed exchange rates, it does not follow 
that this consideration by itself would 
weigh vefy much with the world’s major 
trading countries when they set out to 
arrange or rearrange international mone¬ 
tary relations in the light of their own felt 
difficulties or needs. 

faulty arrangement 

This apart, it is not even very clear 
that fixed exchange rates are in fact the 
ideal international monetary environment 
for the trade of developing countries. On 
the contrary, the system has only all too 
frequently condemned countries such as 
India to hold on to overvalued national 
currencies long after the occasions for heal¬ 
thy and sensible devaluation had come 
and gone. Only a few developing coun¬ 
tries such as Brazil, which have chosen 
to be wholly pragmatic in these matters, 
have been willing or able to devalue as 
often as may have been needed to sustain 
high domestic growth rates. India’s own 
experience has been that the system of 
fixed exchange rates has denied flexibility 
to its trade policies, particularly in deal¬ 
ing with the aggressive export strategics of 
the governments or countries competing 
with it in world markets. It is to be hoped 
that our Finance minister would not allow 
himself to be swayed by some abstract 
considerations of virtue while examining 
this question of exchange rates or the 
future pattern of international monetary 
relations. 

Meanwhile, at the practical level at any 
rate, government policy has been entirely 
sensible in dealing with the changing 
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situations since the international mone¬ 
tary crisis of 1971. The government 
of India has been faulted by purists on 
allowing the rupee to be devalued in 
practice while avoiding formal dec¬ 
larations of devaluation. Here however 
the government is more deserving of 
bouquets than brickbats. Given the fluid 
conditions of the world's money exchanges 
during the last twenty months or so, the 
government of India could have declared 
no revised parity for the rupee which 
could have adequately safeguarded the 
commercial interests of this country in 
world trade or passed the lest of the 
changing circumstances of the inter¬ 
national monetary order (or, more appro¬ 
priately, perhaps, the international mone¬ 
tary disorder). Since the rupee cannot, 
by any stretch of imagination, be consi¬ 
dered to be a self-reliant currency in 
world trade, it became inevitable that 
it should be linked to some major world 
currency. Once international monetary 
relations were in a flux. 


The link with the pound sterling has 
served our national purpose admirably 
because, the pound sterling being a 
relatively weak currency among the major 
currencies, this arrangement has enabled 
our export trade to benefit automatically 
from depreciation in the value of the 
pound sterling in terms of many major 
currencies. It will be argued of course 
that, had the rupee been linked directly 
to the US dollar, it would hive received 
the full impact of the two dollar devalua¬ 
tions in terms of other major currencies, 
but it is not clear by any means that our 
export trade called for or could have 
benefited from that much depreciation in 
the value of the rupee vis-a-vis the west 
European currencies or the yen. On the 
contrary, the appreciation in the value of 
the rup:e in terms of the twice devalued 
dollar which has been brought about by 
the linkage of the rupee to the pound 
sterling instead of the dolhu may. on 
balance, bring gains to our balance of 
payments with the United States. 


In the circumstances, it may be doub¬ 
ted that there is much enthusiasm in this 
country outside of the Finance minister’s 
immediate secretariat for fixed parities— 
not that it would matter very much one 
way or the other for international mone¬ 
tary talks even if our entire country were 
to share Mr Chavan's keenness. In prac¬ 
tical terms, what might suit the rupee 
best and serve our balance of payments 
best would be for the US dollar to firm 
up moderately and for the pound ster¬ 
ling to float ever so gently down stream 
but not too far down. In other words, 
the rupee may well find its new monetary 
haven between a moderately strong US 
dollar and a moderately weak pound 
sterling. Mr Chavan should therefore 
rather be thinking of the various ex¬ 
change rates the rupee can live with in 
the twilight world of floating currencies 
than sermonising the United States, 
Europe or Japan on the virtues of a brave 
new monetary world after his own 
heart. 


Agricultural production - 

in 1971-72 


The FoonciRAivs pRomrnoN in our 
country during 1971-72 has been Jess by 
about 3.8 million tonnes than the record 
production of 108.4 million tonnes of 
1970-71. 1 his has been partly due to the 

decrease in the cropped area and partly 
due to the lower average yields of various 
crops. The production of rice has been 
about half a million tonnes more than the 
production of 42.2 million tonnes attained 
during 1970-71. Although the winter rice 
crop had received a setback due to un¬ 
favourable weather conditions at the sow¬ 
ing time of the crop, the autumn and sum¬ 
mer rice crops have shown increases. Of 
particular interest has been the increase of 
0.7 million tonnes in summer rice produc¬ 
tion, thus maintaining the trend of incre¬ 
ase obtained during the last decade or so. 

The production of wheat which is ano¬ 
ther important cereal crop has shown a 
significant increase of over 2.6 million 
tonnes over the record production of 23.8 
million tonnes obtained during 1970-71. 
The increase is generally ascribable to im¬ 
provement in average yield due to the 
expansion of high yielding varieties pro¬ 
gramme, development of irrigation facili¬ 


ties and other improved agricultural prac¬ 
tices. Among other cereals, leaving aside 
ragi which has maintained the level attain¬ 
ed during 1970-71, for all other crops the 
production has declined and substantially 
in the case of bajra and maize. The pro¬ 
duction of pulses also has declined by 
0.76 million tonnes and thus has, so far, 
failed to show any rising trend in produc¬ 
tion fable I gives the production of 
various food grain crops during 1970-71 
and 1971-72. 

The production of rice has substan¬ 
tially declined in the states of Andhra 
Pradesh, Maharashtra, Orissa, Gujarat 
and Assam. The increase in production 
has been shared mainly by Bihar, West 
Bengal, Punjab and Mysore. Production 
of summer rice has been substantially 
higher in Orissa and West Bengal. Jowar 
production has increased in Andhra Pra¬ 
desh and Maharashtra but overall pro¬ 
duction has declined due to lower produc¬ 
tion in Madhya Pradesh, Mysore, Rajas¬ 
than and Uttar Pradesh. The decline in 
production of bajra has been accounted 
for by all states except Madhya Pradesh 
and Tamil Nadu. The production has 


been much lower in Rajasthan, Maharash¬ 
tra, Uttar Pradesh, Haryana, Andhra 
Pradesh, Mysore and Punjab. 

Mai/e production during 1971-72 has 
Table 1 

Production of Food grain Crops 
in 1971-72 and 1970-71 

(million tonnes) 


Crop 

1970-71 

1971-72 

Rice 



autumn 

19.35 

19.51 

winter 

20.21 

19.83 

summer 

2.67 

3.39 

Total 

42.23 

42.73 

jowar 

8.10 

7.75 

bajra 

8.03 

5.36 

maize 

7.48 

5.03 

ragi 

2.16 

2.17 

small millets 

1 99 

1.58 

wheat 

23.83 

26 48 

barley 

2.78 

2.50 

Total cereals 

96.60 

93.60 

Total pulses 

11.82 

11.06 

Total foodgrains 

108.42 

104.66 


Source: Directorate of Economics & 
Statistics. Ministry of Agriculture. 
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been much km r than the production 
during 1970-71 and the states which are 
responsible for this shortfall arc Bihar, 
Uttar Pradesh. Rajasthan, Madhya Pradesh. 
Andhra Pradesh and Himachal Pradesh. 
Tine decrease is attributed to shrinkage in 
area and severe damage to crop by heavy 
rams and floods. I he production of 
mt. all millets during 1971-72 has been 
much lower m the three major small millet 
growing slates of Andhra Pradesh, Utuir 
Pradesh and Madhya Pradesh. 

The production of wheat has surpassed 
the record production attained dining 

1970- 71 and this has been largely due to 
increase in production in Bihar, Madhya 
Pradesh, Punjab, West Bengal and Hima¬ 
chal Pradesh. The wheat production in 
Uttar Pradesh which is another major 
wtheat growing state has declined during 

1971- 72. Among other rabi crops, barley 
production has also declined due to lower 
production in the slates of Rajasthan and 
Uttar Pradesh Among pulses, gram and 
tur are the two important crops. The 
production of both these crops has decli¬ 
ned. Gram production has been much 
lower in the stales of Haryana and Rajas¬ 
than during, 1971-72. To some extent, 
this shortfall has been oifset by higher 
production in Madina Pradesh and West 

Tahli. II 

Statewisc Production of Foodgrains 
in 1970-71 & 1971-72 

(m million tonnes) 

State Production 



1970-71 

1971-72 

Andhra Pradesh 

7.406 

6.449 

Assam 

2 034 

1.996 

Bihar 

7 881 

8.904 

Gujaiat 

4.406 

4.222 

Haryana 

4.751 

4.539 

Himachal Piade.sh 

0.950 

0 895 

Jammu & Kashmir 

0.937 

0.988 

Ketaia 

1 328 

1.357 

Madina Pradesh 

10.922 

11.319 

Maharashtra 

5.590 

4.953 

Manipur 

0.167 

0181 

Meghalaya 

0.122 

0 118 

Mysore 

5.962 

6.065 

Nagaland 

0.054 

0.054 

Orissa 

5.101 

4.646 

Punjab 

7.306 

7.900 

Rajasthan 

8.838 

6.374 

Tamil Nadu 

6.9 7 4 

7.032 

T ripura 

0 257 

0 311 

Uttar Pradesh 

19.585 

17.605 

West Bengal 

7.491 

8.356 

All India 

180.422 

J 04.656 
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Bengal. The production of tur has been 
considerably lower in the states of IJttar 
Pradesh, Bihar and Maharashtra. 

The states where the production of 
foodgrains as a whole, during 1971-72 
has been much lower than the level at¬ 
tained during 1970-71 are Rajasthan, 
Andhra Pradesh, Maharasthra, Uttar 
Pradesh and Orissa. On the other hand, 
the production has substantially increas¬ 
ed in the states of Bihar, Punjab and 
West Bengal, ’['he shortfall in production 
of pulses during 1971-72 over 1970-71 is 
mainly due to decline in production in the 
states of’ Andhra Pradesh, Rajasthan, 
Maharasthra and Haryara. On the other 
hand, the production of pulses has shown 
a considerable increase in the states of 
West Bengal, Mysore and Madhya Pra¬ 
desh. fable II gives the prod action 
of foodgrains in various slates during 
1971-72 and 1970-71. 

Among commercial crops, the produc¬ 
tion of 11.73 million tonnes of sugarcane 
(in terms of gur) dining 1971-72 has been 
less than the production of 1970-71 bv 
1.25 million tonnes. Decline in produc¬ 
tion has been recorded by most of the 
slates, particularly Uttar Pradesh, Maha¬ 
rashtra, Haryana, Bihar, Tamil Nadu and 
Punjab and is attributable partly to dec¬ 
line in area under the crop and partly to 
unfavourable weather conditions during 
the period of growth. Andhra Pradesh. 
Orissa and Mysore have, however, record¬ 
ed increases in production. The produc¬ 
tion of cotton, on the other hand, during 
1971-72 has been significantly higher than 
the production ol 1970-71. It has been 
around 6.32b million bales, thus showing 
an increase of over 1.8 million bales over 
the pioduclion of 1970-71. The increase 
in production has been shaied by all the 
major coll on growing states. As in the 
case of cotton, the production of jute din¬ 


ing 1971-72 has been considerably higher 
than the production during 1970-71. The 
production has been 5.7 million bales, thus 
showing an increase of 770,000 bales over 
the last year’s production. The increase in 
production of jute has been mainly in the 
states of West Bengal and Assam, al¬ 
though the increase has been offset, to a 
great extent, by substantial decline re¬ 
corded in Bihar where the fall may be on 
account of damage to the crop by floods. 
The production of mesta, on the other 
hand, declined by 130,000 bales and has 
been around 1.13 million bales. The dec¬ 
rease in production was due to lower pro¬ 
duction in Bihar, Maharashtra and West 
Bengal. 

The production of live major oilseeds 
during 1970-71 has been less by 1.0 million 
ioniv s over the production during the 
previous year. The production during 
1971-72 has been 8.276 million tonnes. 
The live major oilseeds are groundnut* 
castorseed, stsamum, rape & mustard and 
linseed. The production of groundnut 
has been less by about 400,000 tonnes 
and the decline in production is due to 
the lower production in the stales of 
Gujarat, Maharashtra and Madhya Pra¬ 
desh. Similarly, the production of rape 
& mustard has been less by about 520,000 
tonnes on account of lower production in 
the states of Uttar Pradesh and Rajasthan 
although the production in Punjab has 
been higher. The production of sesamum 
has also been less by 100,000 tonnes and 
the states responsible for this lower pro¬ 
duction have been Utter Pradesh, Raja¬ 
sthan, Andhra Pradesh and Madhya Pra¬ 
desh. The production of castorseed and 
linseed has been slightly higher than the 
production during the preceeding year. 
Table III shows the production of major 
commercial crops during 1971-72 and 
1970-71. 


Tabu- III 


Production of Commercial Crops in 1971-72 & 1970-71 


Production 


Crop 

Unit 

1970-71 

1971-72 

Sugarcane (gur) 

million tonnes 

12.979 

11.730 

Cotton 

million bales of 

4.499 

6.326 

Jute 

180 Kg. each 

,) 

4.938 

5.710 

Mesta 


1.255 

1.127 

Oilseeds (major) 
ground nut 

million tonnes 

6.111 

5.712 

rape & nuistcrd 

M 

1.975 

1.451 

sesamum 


0.562 

0.459 

linseed 


0 474 

0.510 

castorseed 

9* 

0.136 

0.144 

Total oilseeds 


9.258 

8.276 


Source : Directorate of Economics and Statistics. Ministry of Agriculture. 
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nuns w mew 

Should local tax Kompalla Siva Subrahmanyam 

rates be progressive ? 


The object of the present article is to 
analye the rationale of introducing pro¬ 
gression in the local tax rate schedule, 
especially in the context of the house tax 
levied by the Gram Panchayats in Andhra 
Pradesh. 

Under the AP Gram Panchayats Act, 
1964, Gram Panchayats are free to deter¬ 
mine the tax rates of house tax subject 
however to the maximum and minimum 
rates laid down by the state government. 
The state government fixed maximum and 
minimum limit for the levy of house 
tax 1 ; and Gram Panchayats determine the 
tax rates. Although enhancement of the 
existing tax rates can be done indepen¬ 
dently by the Gram Panchayats, a re¬ 
duction in the existing tax rates can be 
effected only with the prior approval of 
the District Collector. 2 The Act also em¬ 
powers the state government to direct 
any Gram Panchayat to adopt a specified 
rate 3 . Though this power is seldom ex¬ 
ercised by the state government, it is 
nonetheless an effective means of mend¬ 
ing the recalcitrant Gram Panchayats in 
extreme cases. 

methods of assessment 

The Ac* provides that when a Gram 
Panchayat resolves to assess houses for 
the purpose of house tax cither on their 
annual rent or capital value, the rates 
fixed may either be proportionate to the 
value of each house or advance in syste¬ 
matic progression as the value of the 
house increases 4 . Furthermore, when the 
Gram Panchayat adopts a proportionate 
rate, it can group the houses in the 
village into classes to simplify the calcu¬ 
lation and the collection of the tax. On 
the other hand, if the Gram Panchayat 
adopts a progressive rate, it has to: (i) 
prescribe principles of classification (as 
that a certain sum which should be tax- 
free should be deducted from the assess¬ 
ment of each house, or that the progres¬ 
sion should be from a certain percentage 
in the lowest to a certain percentage in the 

The author expi esses his sense of gratitude to 
his teacher, Prof. K.V.S. Sastri MA, D. Pnil. 
(Oxon ), for thj guidance and encouiagemesit 
received. 


highest class); and (ii) settle the precise 
number and limits of each class. The Act 
also stipulates that the Gram Panchayat 
should not in either case arrange the 
classes so as to affect substantially the 
principle of taxation whether propor 
tionate or progressive and lays down 
that the total number of classes should 
not be less than six. 

vested interests 

In practice, hardly any Gram Panc¬ 
hayat has ever shown any disposition to 
levy house tax at a progressive scale. The 
tax is generally levied at proportionate 
rate on the assessed value of the 
taxable houses. The factors responsible 
for this state of affairs are not far to seek. 
First, the elected leaders of the Gram 
Panchayats in many cases belong to the 
economically superior sections of the 
community and they are the very people 
most hit by progressive rates of house 
taxation. Secondly , progressive taxation 
usually presupposes exemptions: houses 
the assessed values of which fall below a 
specified monetary limit have to be ex¬ 
empted from the tax. Most of the houses 
in the villages, especially in non-noiitied 
Gram Panchayates arc thatched houses 
whose assessable value is very low. If 
such houses are exempted, there will 
necessarily be a large erosion in tax 
revenue which the Gram Panchayats can¬ 
not afford to forgo. Thirdly , most of the 
popular leaders in charge of Gram Pan¬ 
chayat administration are uneducated and 
unfamiliar with the rules of sound finan¬ 
cial management. In such a situation, if 
progressive rates were adopted, it would 
be too much to expect that the rates fixed 
by them for the various classes of houses 
will conform to sound financial principles 
instead of being arbitrary and unfair. 
Finally , known or suspected cases of mis¬ 
management of Gram Panchayat finances 
by the Sarpanches have forced the tax¬ 
payers into a posture of hostility in res¬ 
pect of the tax demands of Gram Pan¬ 
chayats. in the present circumstances, 
spirited opposition to progressive rates 
of taxation is certain. Since the adoption 
of progressive rates would be tantamount 
to pqlitical suicide on the part of the 


Gram Panchayat leaders, they may not 
care to allow their popularity io suffer 
through the adoption of progressive rates 
of taxation. 

Wc shall now dwell upon the main 
theme: should there be progression in the 
local tax sphere? There is divided opinion 
on whether progression is desirable in 
local taxation. As a matter of fact, the 
principle of progression is applied neither 
to the local rates in England nor to the 
general property lax in the United States 
of America; and a number of other coun¬ 
tries such as Canada are not favourably 
inclined towards progressive rates in the 
sphere of local taxation. 

appropriate tax 

Lady Hicks thinks that ‘it is most 
desirable to have a local tax which does 
not exaggerate local disparities in wealth. 
A tax which is proportional, or even 
moderately regressive, is more appropriate 
for local purposes than a progressive tax*. 
The reasons for this are. in the first place, 
a poor local authority cannot be expected 
to make both ends meet if it had to get 
most of its revenue from the few modera¬ 
tely wealthy people. Secondly , progressive 
taxation may stimulate migration in as 
much as ‘there is a ceiling in relation to 
income above which it is a matter of 
relative tax rates in one area and another, 
the higher the general level of taxation, 
the greater will be the absolute differences 
in inter-local tax liability.* 1 Thirdly , ‘the 
proper place for progression in the tax 
structure is in the national taxes on 
income and wealth. It is important that 
this aspect of redistributional policy 
should be integrated with other aspects 
and not left to local option. 7 Finally 
‘there is no close relation between the 
si/e and profitability (this mainly con¬ 
cerns business hereditaments.) Some 
industrial or agricultural types of pro¬ 
duction require much space in relation to 
the value of output, others require very 
little. In practice, the attempt to apply a 
progressive scale to assessments leads to 
much artificial splitting up of properties 
in order to escape the high rate brackets, 
and so is inefficient and self-defeating’”. 
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nans of view 


Prof. Sir John Hicks and others also sub¬ 
scribe to the same view. T hey are of the 
opinion that ‘the least hampering type of 
tax is the lather regiessivc tax to which 
everyone contributes, the sort of tax 
which we have found to be desirable on 
other grounds’”. The Taxation Enquiry 
Commission (1953-54) was also of the view 
that broadly spuiking, progression can¬ 
not suitably be introduced as a feature of 
the property tax levied by local authori¬ 
ties on two grounds' 0 : ///.%/*, since a 
theoieticiil pursuit of progression 
will imply a relatively high exemption 
limit which only a few local authorities 
provide for in view of the necessity to 
augment revenue. It is impracticable for 
the local authorities to make up the loss 
ol revenue by higher rates on the relati¬ 
vely few bigger properties. Secondly , 
progression also implies graduation of 
rates above the exemption limit which 
adds considerably to the difficulties of 
assessment and administration of local 
authorities. 

capacity to pay 

Prof. Cyan Chant), on the other hand, 
thinks that the reasons which account 
for and justify the use of graduation in 
live case of income and inheritance taxes 
also hold good in case of local taxes. 
‘Local taxes arc levied”, he observes, 
‘not because property is benefited by the 
civic services and its capital or annual 
value is a measure of the benefit derived, 
but because these bases are a measure 
of the capacity to pay 11 . He argues that 
the benefits of local expenditure on 
lighting, roads, and general conservancy 
arc not susceptible of measurement 
as between individual tax-payers even as 
the benefits of expenditme on national 
defence, police, and judiciary. The cri¬ 
terion of liability for taxation in both 
cases is ability to pay and not any quid 
pro quo. In as much as his ability to pay 
increases progressively and not propor¬ 
tionately with the increase of resources, 
the case for progression is indeed very 
strong, l ikewise. Prof. ITipathy also 
advocates the introduction of an element 
ol progression in the structure of pro¬ 
perty taxation at the local level. Accord¬ 
ing to him, the base tor progression rests 
on four premises 1 -. First, the introduction 
of progression in the property tax struc¬ 
ture adds to the resource potentials of 
the tax Secondly , a progressive property 
tax at the local level will strengthen the 
national tax policy in the achievement of 
redistributive objectives. Thirdly , it 
would put a rastraint on a large scale 
flow of resources into investment in 


housing and real estate and thus ensure 
a belter allocation of resources which 
will be conducive to a higher rate of 
economic growth. Finally , it serves as a 
potent fiscal weapon to put an effective 
restraint on consumption at the local level 
especially in a context where local gov¬ 
ernments do not have any commodity 
taxation in their fiscal armoury. The 
Local Finance Enquiry Committee (1951) 
was also generally in favour of a progres¬ 
sive scale, adaptable at the discretion of 
the local authority concerned 1 ■*. 

best method 

An examination of the arguments put 
forth for and against the introduction of 
progression in the rate structure of the 
local taxes would suggest that the cuse 
against progression is very strong. In the 
existing situation, progression in local 
taxation entails relatively higher exemp¬ 
tion limit and lowering the rales on e mall 
property owners. This will mean loss of 
substantial revenue which cannot be made 
up by higher rates on the relatively few 
bigger property owners. Moreover, it 
should not be forgotten that progression 
in local taxation in general has adverse 
effects on both the union and state finan¬ 
ces. As property is also the base of 
income and wealth taxes, the union gov¬ 
ernment will experience loss in revenue 
receipts from them, in case the burden 
on local property tax becomes heavy. The 
states’ share in the divisible pool of 
the union income tax may also be affec¬ 
ted adveisely. II the level of local taxa¬ 
tion is high and its struct tit c complex, 
there might well he inter-governmental 
competition and the need for co-ordina¬ 
tion. Furthcimore, rcdistiihution is a 


national policy; and if several govern-* 
ments were to pursue redistributive 
policies, there may well be chaos. Pro¬ 
fessors Gyan Chand and Tripathy seem 
to be wrong when they want redistribu¬ 
tion through the local taxes. Tn the light 
of the foregoing discussion, it may be 
emphatically stated that progression in 
the rat : structure of local property taxa¬ 
tion is not only undesirable but also 
harmful from both revenue and adminis¬ 
trative points of view. 
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Our Parliamentary Correspondent 

New Delhi , Satudary. 

PRESS GALLERY 



The union government came in for 
scathing criticism in the Rajya Sabha this 
week for its failure to check rise in 
prices. The attack was spearheaded by 
the Swatantra spokesman, Mr Dayabhai 
Patel, who referred to the acute drought 
situation in Gujarat and Rajasthan and 
the inadequate ration of one kilo of rice 
per head per month being provided to the 
people in Gujarat. 

Mr Patel was joined in his criticism by 
several others. Mr N. G. Goray (SP) 
brought in the question of sugar prices 
also. Mr A. G. Kulkarni (Congress) 
wanted the government to go into the 
basic reason for rise in prices, which, 
according to him, was disparity in wages. 
Mr Bhupesh Gupta (CPI) expressed the 
view that the government should take 
over trading in all essential commodities, 
and not only the wholesale trade in food- 
drains, to curb rising prices. 

Mr Dhar asserted that the government 
was doing its utmost to alleviate the 
sufferings of the people in Gujarat. With 
the arrival of the rabi crop in the market, 
he said, the prices were getting stabilised. 
He cited the examples of Uttar Pradesh 
and Madhya Pradesh in support of this 
assertion of his. The government, he 
added, was confident that as a result of 
the good rabi crop, the rise in prices of 
foodgrains would be checked. 

open market in sugar 

Referring to sugar prices the Minister 
of State for Planning, Mr Mohan Dharia, 
indicated that the government might 
further curtail open market of this com¬ 
modity which is now allowed for 30 per 
cent of the output. He also recounted 
the various measures taken by the govern¬ 
ment in consultation with the Planning 
Commission to check rise in prices. An 
interministerial group, he said, had been 
constituted by the Planning Commission 
to suggest long-term and short-term 
measures for making available essential 
commodities and articles of mass con¬ 
sumption to the common man at reason¬ 
able prices. The government would 
initiate further action in this regard on 
the receipt of the report of this group. 

The measures which have already been 


taken to contain prices, Mr Dharia added, 
included: (i) the launching of an emer¬ 
gency agricultural production programme 
in 1972-73 to increase the production of 
summer and rabi crops; (ii) expanding 
of public distribution system in regard to 
foodgrains; (iii) taking over of wholesale 
trade in wheat, to be followed by a 
similar step in respect of rice; (iv) rais¬ 
ing of the proportion of levy sugar to 
70 per cent (including the quota for 
exports); (v) asking the state govern¬ 
ments to take stringent measures against 
hoarding and black marketing; (vi) intro¬ 
duction in November last of a scheme for 
distribution of controlled varieties of 
cloth; (viii) imposition of a statutory 
control on prices and distribution of 
cotton yarn; (viii) arranging of imports 
of foodgrains, rapeseed and edible oils; 
and (ix) directing commercial banks to 
rais; their liquidity ratios. 

optimum generation 

Mr Dhar expressed the hope that 
power generation from the existing power 
stations would be optimised soon and the 
situation would improve substantially next 
year. He assured the House that the govern¬ 
ment resorted to deficit financing only “as 
a last measure”. The question on incomes, 
wages and prices, he added, would have 
to be tackled “in one bracket”. 

The proclamations of President's rule in 
Orissa and Andhra Pradesh came in for 
sharp criticism by opposition members in 
both the Houses when Parliament’s appro¬ 
val for them was sought by the union 
government this week. The legislation in 
this regard and also the budgets of two 
states for 1973-74 as well as their supple¬ 
ment^ demands for grants for 1972-73, 
however, were adopted by the Houses. 

During the debate on the Andhra 
budget and the Andhra Pradesh Suite 
Legislature (Delegation of Power) Bill, 
the different sections of the two Houses 
reiterated their stand on the issue of 
bifurcation of the state. While members 
belonging to the Congress and the CPI 
pleaded for maintaining the integrity of 
the state, the spokesmen of the Jana 
Sangh, the DMK and the Swatantra 
Party urged that an opinion poll should 
be conducted for ascertaining the wishes 


of the people. They were joined in this 
plea by a couple of Congress mem¬ 
bers also. The Congress-O spokesmen 
too supported this plea. 

During the debate on the imposition of 
President’s rule in Orissa, most of the 
opposition members were highly critical 
of the governor for his recommendation 
to the centre that it should take over the 
administration of the state. They demand¬ 
ed raeall of the Governor whom they 
characterised as a “stooge of the govern¬ 
ment”. Some members pressed for an 
early election in the state;* they wanted 
the government to announce a date for 
this election. 

governor's role 

Replying to the Rajya Sabha debate on 
the Orissa affair the Minister of State for 
Home Affairs, Mr K. C. Pant, pointed 
out that the Governor had not accepted 
the advice of the outgoing Chief Minister, 
Mrs Nandini Satpathy, as alleged by the 
Opposition, but had only accepted her 
resignation. He had come to the conclu¬ 
sion that there was no possibility of any 
stable alternative government being formed 
only after discussions with the leader of 
the Pragati Party, Mr Biju Patnaik, and 
others. 

In his reply to the debate on Andhra 
Pradesh budget, the Minister of State for 
Finance, Mr K. R. Ganesh, hoped that 
the people of Andhra would assert their 
personality and help resolve the complex 
problems facing the state. He expressed 
his confidence that a solution to the 
Andhra tangle could be found out to 
meet the wishes of the people, but such a 
decision could be reached only when 
peace and normalcy were restored to the 
state. 

The Rajya Sabha took up for consi¬ 
deration this week the Coal Mines 
(Taking-over of Management) Bill. Mov¬ 
ing the bill for the consideration of the 
House, the Minister for Steel and Mines, 
Mr Mohan Kumarainangalam, disclosed 
that an investment of Rs 100 crorcs was 
proposed to be made by the government 
for raising the production of coal from 
71.56 million tonnes last year to 143 
million tonnes in 1978-79. 

The following information was provided 
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by various ministers in the two Houses 
of Parliament this week. 

(i) There is no difTcrence of opinion 
between the Ministers for Industrial 
Development and Planning over the 
Concept of joint sector. The recent revi¬ 
sion of the industrial policy has made 
clear the areas in which large industrial 
houses cannot operate. Subject to this, 
they can enter the joint sector. The main 
ideas behind this concept arc to profession¬ 
alise management and to ensure that the 
policies of the government are properly 
safeguarded. One proposal under consi¬ 
deration is that the chairman of a joint 
sector undertaking should be appointed 
by the government. Under this proposal, 
it is also envisaged that there would be a 
board of directors and the managing 
director would not be a representative of 
cither the government or the non-govern- 
ment equity partner or partners. The 
idea is not mere government participation 
in joint sector concerns but also to parti¬ 
cipate in all aspects of management dis¬ 
tribution, investment, pricing, etc. The 
concept cannot be confined to priority 
sectors only it has to he extended to non- 
priority sectors as well, particularly when 
there are large profits involved. Labour 
participation in management is an accept¬ 
ed philosophy of the government. Norms 
are being worked out for this purpose. 
The State Industrial Corporations have 
been given fresh instructions in regard to 
their equity participation in joint ventures, 
industrial houses having assets aggregat¬ 
ing to Rs 20 crores or more will not be 
permitted to associate themselves with 
state government undertakings or corpo¬ 
rations and industries from which they 
arc precluded on their own. 

(ii) The government has decided to set 
up a unit in the public sector under the 
Department of Science and Technology 
for the production of such electronic 
components as ceramic capacitors for 
radios, television and other equipment; 
high voltage ceramics used as insulators in 
X-Ray, transmitting and TV lubes; and 
high grade ferrites for telecommunication 
and defence equipment. The project 
would fully utilise the indigenous research 
and development effort based on sophisti¬ 
cated ceramic technology, which has 
been developed over the years by the 
National Physical l aboratory. It is 
estimated to cost Rs 2 crores and is ex¬ 
pected to be completed within two years. 

(iii) The Electronics Commission has 
approved a scheme for providing financial 
assistance to state governments for setting 
up testing and development centres for 
the electronics industry. The scheme is 
particularly intended to help small-scale 
units in quality control. The union 
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government would bear 75 per cent of the 
capital cost of such centres, mainly in the 
foim of equipment. The balance 25 per 
cent cost would be borne by the state 
governments. The central grant would 
be limited to Rs 25 lakhs in each case. The 
West Bengal government has indicated its 
willingness to set up one such centre. A 
detailed proposal from the government, 
however, is awaited. 

(iv) Two 100 KW medium-wave 
transmitters arc proposed to be installed 
at Patna during the fifth Plan period. 
They will cover considerable parts of the 
Tarai and the Maithiii-spcaking areas of 
Bihar. 

(v) Indications of uranium have been 
found in the Kolihan copper mines of 
Messrs Hindustan Copper Ltd, in Khetri 
Nagar, in Rajasthen. Detail investigations 
are in progress to find out whether these 
deposits can be exploited commercially. 

(vi) A detailed project report for the 
Bhilai steel plant from its present capacity 
of 2.5 million tonnes ingot steel to four 
million tonnes is under preparation. 
During the recent discussions in the Indo- 
Soviet joint commission, the possibility of 
further expanding the capacity of this unit 
to about seven million tonnes and that of 
Bokaro to 10 million tonnes was recog¬ 
nised. It has been decided to prepare 
technical and economic reports in respect 
of the two expansion programmes. 

(vii) It is felt that although the fourth 
Plan targets might be fulfilled in money 
terms, there might be a shoit-lall of about 
10 per cent in physical terms. 

(viii) The government will examine 
the demand for a new Wage Board for 
Working Journalists after receiving the 
views of employers who have sought time 
till March 31, 1973, for giving their re¬ 
actions. 

(ix) The central government is not in 
favour of nationalising cinema houses in 
the country. 

(\) The Planning Commission has 
constituted an inter-ministerial group to 
suggest long-term and short-term mea¬ 
sures for making available essential com¬ 
modities and articles of mass consumption 
to the common man at reasonable price. 
The report of the group is expected to be 
finalised by the end of May. 

(xi) Six states have so far sent their 
proposals for the national programme of 
minimum needs involving an outlay of 
Rs 3,626.96 crores. They arc: Haryana 
(Rs 282.33 crores), Uttar Pradesh (Rs 
1,056.36 crores). West Bengal (Rs '687.94), 
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Rajasthun (Rs 625.28), Maharashtra (Rs 
698.05), Punjab (Rs 277.00). 

(xii) The 4.3 million tonnes capacity 
oil refinery already functioning at Koyali,, 
in Gujarat, is proposed to be expanded to 
a capacity of 7.3 million tonnes. The 
expansion is proposed to be based 
on imported crude in addition to 
indigenous crude which might be avail¬ 
able in course of time. The present 
capacity is run on indigenous crude. The 
imported crude would be received at an 
olf-shorc terminal in the Gulf of Kutch 
and transported through a pipeline to 
Koyali. It is proposed to have a branch 
line to Koyali from the main line which 
would carry imported crude to the 
Mathura refinery. The expansion project 
is estimated to cost Rs 28.08 crores, 
with a foreign exchange component of 
Rs 7.67 crores. 

(xiii) The expansion programme for 
increasing the refining capacity of the 
Cochin refinery from 2.5 million tonnes 
per annum to 3.3 million tonnes is in 
progress and is expected to be completed 
by June. 1973. The total cost of the 
project is estimated around Rs 5.7 crores,. 
with a foreign exchange component of a 
little less than one crorc of rupees. The 
process design of the expansion program¬ 
me was obtained by Phillips Petroleum 
Co, and the construction contract was 
given to M/s Engineers India Limited on 
the basis of tenders. Along with the 
expansion scheme, the refinery is also 
adding facilities for the manufacture of 
liquefied petroleum gas. The LPG manu¬ 
facturing and bottling facilities are 
estimated to cost Rs 42 lakhs. 

(xiv) The Petro-chemical Corporation 
Ltd, a public undertaking under the 
Ministry of Petroleum and Chemicals* 
proposes to import from Japan a plant 
capable of producing 12,000 tonnes of 
acrylic fibre per year. The plant is pro¬ 
posed to be set up a Baroda as one of the 
downstream units of the Gujarat petro¬ 
chemicals complex. It is expected to be 
commissioned in 1975. The technical 
know-how to be made available by Japan 
will include detailed description of pro¬ 
cess, information on the conversion of 
toe to top and manufacture of high 
shrinkable staple fibre. The agreement 
will provide for exchange of technological 
improvements for a period of five years 
after the plant starts functioning. The 
personnel of 1PCL will be trained in 
Japan in plant operation, maintenance 
and market development. The estimated 
expenditure on machinery and equipment 
for the entire plant is Rs 10.3 crores, out 
of which about Rs 3 crores wlil be on 
account of indigenous equipment. 
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The Eurocurrency 

markets in 


Jossleyh Hennessy 

London. 
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I 

Tour of the Horizon 

I recently attended on your behalf 
a conference on the Euromarkets in 
1973, organised jointly by the Financial 
Times and the Investor's Chronicle. 1 
offer here a summary of the stimulating 
address by Mr Minos A. Zombanakis 
(of the First Boston Corporation) which 
opened the proceedings. 

In 1972 the Eurocurrency market 
again expanded both in size and in 
structure. An estimate of around 
$ 100,000 million is probably near the 
mark, dollars being, of course, the grea¬ 
ter part. Throughout the year the mar¬ 
ket was influenced mainly by supply 


rather than demand and this has been 
one of its problems. 

The United States balance of pay¬ 
ments produced a trade delicit of about 
$6,000 million, while the muen desired 
private reflow of dollars did not achieve 
the magnitude that was expected after 
the Smithsonian arrangements, though 
official transfers to the United States 
were made in the form of substantial 
investments, mainly by Japan and West 
Germany in the domestic debt marketsL 

With the relaxation of money policy 
in the United States there was little re¬ 
sort to the international market either 
for short or medium term operations 
by U.S. borrowers. What the market 
suffered from most, however, was the 
lack of demand from European borrow¬ 


ers. With capital restrictions imposed 
by various countries in order to restrict 
their in-take of dollars, practically no 
European credit of any importance was 
presented to the market except the ope¬ 
rations carried out for the account of 
the Banca d'ltalia by certain institutions 
of that country. 

With the abstention of European and 
American borrowers—elements of heal¬ 
thy demand—banks were forced to look 
for other employment for their deposits. 
We saw the credits of some under¬ 
developed countries favourably consi¬ 
dered, which was a welcome event, but 
we also saw that this excess supply of 
money encouraged the lowering of rates, 
the narrowing of spreads and the diver¬ 
sion of great amounts of funds into cur¬ 


rency positions that finally served to 
crash the barriers of control which had 
been erected against such flows. Long¬ 
term securities benefited from this 
liquidity, as brokers- unfortunately for 
their own account in many cases -were 
entering into higher yield long term ins¬ 
truments by borrowing in the shortest 
and cheapest end of the market. 

London continued to be the world's 
major international financial centre, 
though we have seen more and more 
transactions negotiated from other money 
capitals and warehoused in London. New 
York banks especially have used this 
practice for credits originating in Latin 
America and the Far East, as the officers 
dealing with these countries reside in 
the head offices of their banks in the 
United States and find it more conveni¬ 


ent to negotiate such credits there. The 
European banks were active as well, ar¬ 
ranging credits for other countries. 
Tokyo gained substantially in impor¬ 
tance. both as a market for private 
placements and also for variable rale] 
operations. The development of these 
regional markets will continue. 

The prevailing currency of negotia¬ 
tion is still the dollar. The DM comes 
second. Other currencies declined in im¬ 
portance, cither because their govern¬ 
ments were reluctant to allow their use 
for third countiy transactions (as in the 
case of the Swiss franc) or borrowers 
were reluctant to borrow in them be¬ 
cause of the exchange risks involved. 

What will happen to the Euromarket 
depends, of course, on the entire world 
monetary question and the role that the 
various major currencies, especially the 
dollar, will be asked to play. Before wc 
enquire into this, however, let us note 
that it is a mistake to think that the 
Eurocurrency market has been a cala¬ 
mity to the world or to the monetary 
system. The market is a convenient 
scapegoat for the policies of the very 
countries that fear it--or, to put it ano* 
ther way, it is the product of the excess 
liquidity that has been created through 
a decade of basic disequilibria in the 
trade relationships of the major coun¬ 
tries of the world. Had the gold ex¬ 
change standard maintained its flexibility 
in sterilising excess liquidity through 
converting liquid assets into gold, the 
Eurocurrency market would never have 
assumed its present importance in the 
world of finance. As we know, this fle¬ 
xibility ceased to exist as the dollar be¬ 
came de facto non-convertible into gold. 

II 

Benefits to Developed 
Countries 

It is certainly arguable that the Euro¬ 
market has been a blessing because it 
has provided the world with additional 
means to finance an expansion of trade 
unprecedented in world history. It has 
protected the so-called Third World from 
the consequences that the juggling for 
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position by the major trading countries 
of the world would have brought 
upon them. 1 hird countries can 
borrow in dollars to finance trade 
movements even from countries with 
strong currencies and thus avoid 
the risk of exchange when they have 
to buy on credit. In addition, their 
credits are judged in a larger interna¬ 
tional and unrestricted environment ra¬ 
ther than within the narrow limits of 
domestic considerations, political and 
otherwise. 

We all know what happened on Feb¬ 
ruary M) - with the devaluation of the 
dollar, the floating of the yen, the effec¬ 
tive revaluation of the deutschmark and 
other currencies in relation to the dol¬ 
lar, anil all that - only fourteen months 
after the Smithsonian Agreement. Vari¬ 
ous theories may be advanced as to why 
the Smithsonian arrangements did not 
work, but they really add up to the fol¬ 
lowing: 

1. The U.S. balance of payment;) 
continued with an increasing trade de¬ 
ficit in l‘>72. especially with Japan and 
Canada. This situation was obviously 
aggravated by a booming U.S. economy 
which contributed both to increasing 
imports and reducing the efforts to ex- 
port. 

2. The European countries abandon¬ 
ed the wide bands of fluctuation of their 
currencies which could have eased the 
process of adjustment not only in rela¬ 
tion to the dollar but also, and more 
important, in relation to each others* 
currencies—and replaced them with 
narrow bands, two tier rates etc. 

narrow band 

3. Though they intended to accom¬ 
pany the narrow band regime with a 
joint float veisus the dollar, the so-called 
Snake in the funnel, they never manag¬ 
ed to convince all the members of the 
Club to agree; some of them refusal to 
go along for fear of the consequences 
that this would have on their trading 
positions and domestic policies. Also 
they could not agree on a practical me¬ 
chanism of intervention with their own 
currencies to maintain the narrow 
bands. 

4. Dollars did not reflow into the 
United States to the extent that was ex¬ 
pected as rates remained relatively low 
in the United States and the securities 
market never recovered from its illness. 

5. As time passed without subs¬ 
tantial progress in proposals for revision 
of the monetary system, people began 


to worry that another round was about 
to come and everyone was running to 
hedge on the currencies that were likely 
to appreciate. 

Mr Zombanakis said that everyone 
blames speculators, but suggested that 
it would be unrealistic to believe that 
the treasurers of internationally trading 
companies would be allowed to keep 
their jobs if they did not hedge against 
currency risks. For my part I regard 
speculation as the defensive manage¬ 
ment of assets. Governments which dis¬ 
like “speculation” have a remedy to 
hand: as long as they maintain the sta¬ 
bility of the currencies, there neither 
will be, nor can be, speculation. 

It would be presumptuous to try to 
forecast what may follow the recent 
adjustments and what relationships will 
emerge between various currencies, for 
moves may be provoked which cannot 
be anticipated. So we can only guess. 

changed position 

Certainly the United States’ position 
has changed, both politically and dog¬ 
matically. In this recent move they 
demonstrated how ready they are to 
devalue their currency- at their own 
initiative and this in itself is an event 
of major political and economic impor¬ 
tance. As our American friends would 
say: “We are in a new hall panic”. 

The devaluation was accompanied by 
the announcement that the President 
will request a Congressional mandate to 
impose trade restrictions if necessary in 
order to defend the position of the Uni¬ 
ted States in the world. One wonders, 
of course, to what extent this is talk for 
internal consumption, or whether it 
means that the United States may fur¬ 
ther devalue the dollar if the present 
adjustment is not sufficiently corrective, 
or whether they will impose trade bar¬ 
riers, or both, if the action by others or 
lack of expected action—prevents the 
United States from attaining a new trade 
equilibrium. 

If the United States were to adopt a 
protective trade policy it would have 
serious repercussions on the rest of the 
world; one can never dissociate trade 
and economic objectives from political 
actions. If the United Stales, through 
trade considerations, were to become an 
inward looking country the world (and 
especially Europe) would sutler both the 
economic and political consequences. 

The Japanese responded by floating 
their rate, a move in the right direction, 
but it is not as yet possible to assess its 
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ultimate effect, first, because we do not 
know to what extent they can allow it 
to float freely for their own domestic 
considerations, and. second, because we 
do not know at what level they will fix 
it and when. Japan’s trade relations with 
the United States are a special case but 
they can also present problems to the 
European markets if the United States 
unreasonably denies them a new and 
realistic trade relationship once they 
have demonstrated that they are ready 
themselves to approach it. One is scared 
to think of the effect of a mass reorien¬ 
tation of Japanese trade away from the 
United States to Europe and the trade 
barriers that that would provoke. 

Ill 

Confusion in Europe 

The European countries have reacted 
in confusion. If before the recent events 
some of the Nine were reluctant to enter 
the wSnake in the Tunnel, they are obvi¬ 
ously even more reluctant to do so now. 
It would be too much to expect that 
those countries, ahead of a new set of 
political and trade circumstances, 
will agree to a regional monetary 
system (call it a Union or not) which 
exposes national economies to various 
degrees of danger depending on the poli¬ 
cies that each wishes, or is compelled, 
to follow, before a harmonisation of 
policies becomes feasible. 

Even the surplus countries of Europe, 
the proponents of such a scheme, will 
be reluctant today to push for a Euro¬ 
pean Monetary Union, because they fear 
that they will have to carry the existing 
and potential liabilities of weaker cur¬ 
rencies and manage the various controls 
that already exist. Recent events have 
demonstrated that divergences in econo¬ 
mic policy do exist and that each coun¬ 
try has a different idea of how to handle 
these problems. 

So the situation in Europe will re¬ 
main confused for some time. Exchange 
controls will be maintained by some and 
may even be extended, while countries 
with floating rates will remain afloat for 
the foreseeable future. The Snake in the 
Tunnel will have to wait for a new shirt 
or a trip to the cemetry. Europe faces 
uncomfortable alternatives: either con¬ 
trols on capital movements or total 
floating. 

Secretary Schultz announced the in¬ 
tention of the United States Government 
to remove by 1974. or even before, the 
Interest Equalisation Tax, the OFDI 
regulations and other restrictive mea- 
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wires, and this leads us to consider the 
overhang of the dollar. It was clear from 
the time when the European countries 
erected controls to check the flow of 
investment funds into their economies 
that the United States might abolish 
their own controls, especially in view of 
the pressure within the Washington 
Administration to do so. Such measures 
will not do anything more than rc-open 
New York as another centre of inter¬ 
national transactions, with certain res¬ 
trictions and qualifications caused by the 
different modes of operation of that 
market in relation to the international 
market but also with United States do¬ 
mestic monetary and credit considera¬ 
tions. The balance of payments position 
of the United States is also a considera¬ 
tion. The Eurocurrency market has 
grown to such proportions that even the 
reflow into the United States has become 
a problem. 

IV 

Energy—The New World 
Problem 

The Euromarkets will exist as long as 
the problem of the overhang is with us. 
They will soon start to grow to un¬ 
manageable proportions as the energy 
producing countries become a capital 
exporting area on a scale that the world 
has never seen before. To understand 
the problem one has only to consider 
that by the end of this decade, only six 
years from now. the countries of the 
Gulf plus Libya and Algeria will have 
an aggregate income of close to $ 50.000 
million annually. This prompts the 
questons: 

1. Can the world cope with liquidity 
on such a scale? 

2. Can the flow of these funds be 
controlled? 

3. In what form will the oil produc¬ 
ing countries prefer to hold their assets? 

4. Are we already talking to the 
wrong people about the wrong things 
when we discuss monetary reforms, if 
we see that both Europe and the United 
States will incur large deficits in order 
to secure sources of energy? The United 
States alone expects to be spending up¬ 
wards of S 20,000 million annually by 
1980 on oil and gas (and note that this 
is at today's prices). 

It is fair to assume that the inter¬ 
national market would be the first recipi¬ 
ent of a greaf portion of these new funds 
foi a variety of political and economic 


reasons, including the absence of con¬ 
trols. 

Much has been said on both sides 
of the Atlantic about the need to control 
the Eurocurrency market, but of course 
sometimes the emphasis is given in the 
wrong perspective. Every country has 
the right to take a certain position to¬ 
wards it and, in fact, one can argue that 
the market is already controlled, since 
most of the European countries and the 
United States do not allow their borrow¬ 
ers to have an unqualified resort to the 
Euromarket, either through adminis¬ 
trative controls or through reserve re¬ 
quirements or both. Some central banks 
refrain from depositing and this attitude 
may harden as time goes on. But beyond 
such measures, they cannot prevent other 
countries from both depositing in it or 
using it as a source of funds. They can 
control the institutions which operate 
within their borders but if they do that 
the market will only change its geogra¬ 
phical location—as would happen to the 
London market if the Bank of England 
were to impose restrictions on the foreign 
operation of the hanks, a danger which 
may materialise if England accepts the 
so-called harmonisation of hanking 
policy within the community. 

overhang of dollar 


sets, but they must realise that the rest 
of the world gives priority to rates of 
growth, prosperity and social improve*- 
ment. Any system must take this into 
consideration if we are not to expose the 
world to a contraction of trade and deve¬ 
lopment with at) its political consequ¬ 
ences. 

We must not rush to discard the role 
of the dollar from our system, for in 
spite of its recent weakness it is today 
the strongest single currency in the world 
and. if the latest change in parities suc¬ 
ceeds in producing the effects desired, its 
position will strongly improve. The dol¬ 
lar may have ceased to be a convertible 
currency in terms of transactions. It is 
the only currency universally accepted 
for trade and payments and no other can 
replace it even collectively. 

What we need to find is a way of 
converting excess liquidity to some form 
of non-liquid asset, not necessarily as a 
process of accumulation -of wealth as 
with gold, but mainly to be able to neu* 
tralise the effects of such excess liquidity 
on the world monetary system and on 
domestic economies. The conversion of 
the dollar to SDRs may be an answer— 
but here again this is another way of say¬ 
ing that you neutralise excess dollars. 
Can we approach the problem this way? 


We know that the only effective way 
to reduce the size of this market is to 
reduce the overhang of the dollar, either 
by absorbing it into the United States or 
turning it into some non-liquid asset, 
which will neutralise its effect on the 
money markets of the world. The solu¬ 
tion to this has still to be found. Two 
suggestions are: 

1. That the European countries might 
float jointly, which is of course what the 
United States has been after. 

2. The Europeans may seek to per¬ 
suade the United States to reconsider 
the inconvertibility of the dollar. 

Arc these connected? Could this be 
tit for tat in some way? Whether it is 
or not, it is good to see dogmatism is 
fading away and that practical conside¬ 
rations may begin to prevail. 

Of course the world monetary system 
needs to be reviewed, but we must take 
a universal rather than a regional and 
protectionist approach. For a system can 
be good only if it helps to finance move¬ 
ments of trade and capital, which are 
basic for economic growth and prospe¬ 
rity. Thp. “haves" of today, and those of 
tomorrow, may be disturbed fiom time 
to time by the depreciation of their as¬ 


linally, whatever scheme is evolved 
must take into consideration the struc¬ 
tural changes that developments in trade 
patterns will bring about in the second 
half of this decade. In this connection it 
may be that the Financial Times and 
Investor's Chronicle will hold this Con¬ 
ference next year in Teheran or else¬ 
where in the Ciulf. It is one thing to talk 
about SDRs in the context of today, but 
it Is another to have SDRs accepted by 
the new surplus countries in lieu of other 
assets of their choice, including owner¬ 
ship of industrial equities in other coun¬ 
tries. 

Mr Zombanakis is. of course, not 
responsible for the emphasis of my sum¬ 
mary of his address, nor for my inters¬ 
persed comments. 

V 

A Fresh Monetary Start 

Since Mr Zombanakis' address the 
European monetary situation has conti¬ 
nued in confusion. It is worth recalling 
that the EEC conference held in Paris in 
October decided that the second phase 
of the EEC’s economic and monetary 
union should start in January, 1974. 
Finance ministers and central bank gov- 
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6mors find, however, that they have 
simply not got the influence to persuade 
the heads to their governments that the 
present guidelines towards monetary 
union are causing grave difficulties, will 
get nowhere, and that a fresh start is 
essential. For their part, the heads of 
some governments would regard the 
abandonment of the present guide¬ 
lines as a big setback for the EEC, even 
that the EEC is breaking apart. In this 
I believe them to be wrong. The EEC is 
too firmly established and responds to 
obvious European necessities to fall 
apart in this day and age. Difficulties 
there are and always will be, but pro¬ 
viding the EEC 1 believes in itself they 
will be overcome one by one in time. 

The trouble today is that the EEC’s 
finance ministers and bankers are trying 
to work a system in which they have 
ceased to believe. While in public they 
make bold statements, in private con¬ 
versation not one believes that monetary 
union can be attained by 1980 and most 
doubt that it is even worth trying to start 
phase il in 1974. 

The agreement reached in Brussels 
on March 11 was a blow to the idea of 
monetary union because it created a 
block of six currencies within the block 
of the nitie currencies. Here is confu¬ 
sion, indeed, because at the time of 
writing we have: 

1. The British and Irish £ is floating 

The joint 

Whether the: new international agree¬ 
ment arrived at in Paris by the nine Com¬ 
mon Market countries, the liSA. Japan. 
Canada. Switzerland and Sweden to 
establish a currency system basal on 
floating, rather than fixed, mtes of ex¬ 
change will be as fully successful in res¬ 
toring order to international finance as 
the more optimistic commentators sug¬ 
gest is dilficult to determine at so early 
a stage. It would be churlish to dismiss 
the decision out of hand as just another 
piece of international financial conies- 
tic of which the world lias had so much 
in the last two years: it would be equally 
as foolish to think the new system will 
not reveal some weaknesses sooner or 
later, that international corporations and 
other owners of immense liquid funds 
will not be as astute in finding loophol¬ 
es in the new scheme as have the minis¬ 
ters in laboriously evolving it. 

One result that seems to be almost 
certain is that a long period of floating 


freely and the Italian lira partially float¬ 
ing in a two tier exchange market. 

2. Five currencies fixed in relation to 
each other but floating jointly in rela¬ 
tion to other currencies; these are the 
French. Belgian, and Luxemburg francs, 
the Dutch guilder, the Danish krone and 
the DM; even then three of these only 
float partially because France. Belgium 
and Luxemburg operate a two-tier sys¬ 
tem. 

3. At this moment no decision has 
yet been taken as to how one country 
within the six should repay exchange 
market support by one of the other mem¬ 
bers of the Six. 

4. Nine countries are operating nine 
different systems of exchange control. 

5. The U.K. and Ireland have pro¬ 
mised to join the joint EEC float “as 
soon as possible” but nobody has the 
least idea when that will be possible. 

6. The French franc and the DM 
could within a few months easily begin 
to float apart from each other. 

What a pretty kettle of fishy curren¬ 
cies! 

It has been decided that the Europ¬ 
ean reserve fund should start work in 
April, but it has not decided, how the 

float 

exchange rates lies ahead -until, in fact, 
a basic reform of the world monetary 
system, of which there is but little sign, 
firmly establishes itself. It is certainly 
an ucluevcmcnt that the United States 
government does not appear to be un¬ 
willing to take its part in the new sys¬ 
tem of floating exchange rates. All 
countries intervening in the exchange 
markets will be involved in the univer¬ 
sal floating from time to time. There 
is no reason to expect any sudden or 
marked change in existing rates of ex¬ 
change between the leading currencies 
and it will certainly be the aim of the 
C ommon Market nations and the north 
Americans to see that the rates remain 
close to their present levels. Some new 
currency swap arrangements may be 
necessary to achieve this stability and 
these may involve enlargement of exis¬ 
ting agreements, especially those between 
the USA, Britain. France and West 
Germany. Exchange controls by the 
French, Belgian and Dutch governments 


fund wifi be operated nor where it will 
be situated. 

Mr Frank Vogel, the European Busi¬ 
ness Correspondent of the Times today 
urges that the time has come when fin¬ 
ance ministers should have the courage 
of their convictions and tell the heads 
of their governments that the present 
system—or what is left of it- -of narrow¬ 
er exchange bands must be dropped. In 
time it may be possible for all EEC cur¬ 
rencies to get back in line with each 
other via a considerably wider band mar¬ 
gin than the present 2.25 per cent. Mr 
Vogel considers that the EEC govern¬ 
ments should be prepared to make mo¬ 
dest adjustments in their exchange rates 
quickly when the economic indicator 
suggest that adjustments are necessary. 
Further, with the long-term aim of 
creating a single European capital mar¬ 
ket, it would be useful for the EEC to 
work out means of harmonising the pre¬ 
sent conflicting types of exchange con¬ 
trol that now exist. 

Finally, Mr Vogel urges that it is 
high time that the finance ministers spent 
less effort on discussing monetary union 
and far more on seeking to find means 
of more basic economic policy coordina¬ 
tion. Monetary union in the EEC will 
remain an illusion as long as the Nipc 
each possess economies and industrial 
structures that are not in line with each 
other. 


E. B. Brook 

Vienna. 

will be tightened. 

The west European joint “floating” 
area will be the whole of west Europe 
with the three Benelux countries (Hol¬ 
land, Belgium and Luxemburg) united 
in a subsidiary joint float permitting 
the currencies of these three countries to 
fluctuate among themselves within a 
margin of 2.25 per cent. Outside the 
west European joint float will be Bri¬ 
tain and Ireland floating their pounds and 
Italy floating its lira independently with 
a vague promise to join the joint “float” 
as soon as possible. 

The general “atmosphere”, to use a 
grossly overworked word, at the mo¬ 
ment is one of relief—relief not only that 
business can begin again, that the series 
of emergency meetings by finance minis¬ 
ters and the International Monetary 
Fund and others is temporarily over but 
also that a calmer period may lay ahead 
for some months. How long and how. 
complete the expected period of relative 
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calm will be lies partly in the hands of 
the USA which has agreed, in principle, 
to review actions that may be helpful in 
removing inhibitions on the inflow of 
capital —the “hot money” to a large ex¬ 
tent-—into the United States. The USA 
will also study ways in which the flow of 
funds from the Eurocurrency markets to 
the United States can be encouraged. 

There is much vagueness in all this 
promise of agreement “in principle” 
and over “studying possible ways”—no 
firm undertaking to do anything parti¬ 
cularly but, in more genet al phrasing, 
the USA will “see what can be done”, a 
promise that sometimes results in nothing 
much being done at all. One can be re¬ 
lieved but to imagine that anything like 
all troubles have been solved or even 
partly solved would be unwise. 

The west European nervousness and 
its lack of confidence in any new insti¬ 
tutions was shown last week in news¬ 
paper comment and in the European 
Parliament in Strasbourg that ihe Com¬ 
mon Market’s monetary co-operation 
fund would not be ready to begin its 
work on April 1, as scheduled bv the 
European Community's summit con¬ 
ference in Paris live months ago. \ hose 
fears were unfounded: the fund will be 
set up on schedule with funds of 1,400 
million units of account but possibly 
initially in Basle under the manage¬ 


ment of the Bank of International Set¬ 
tlements, which is neither Common 
Market territory nor a Market organi¬ 
sation. It is also still not decided how 
the fund will be extended once it is in 
operation. The parliament is anxious 
that the fund should be able to exercise 
more influence on the development of 
monetary policy. 

There is anxiety on two basic grounds: 
ihe dilTerence in aim of the European 
Community and the United States and 
the stumbling nature of the Common 
Market’s progress towards economic and 
monetary union during the last four 
years. Since The Hague summit meeting 
in December 1969 there have been steps 
towards this unity and serious moves 
away from it. Following the examples 
of the Dutch and the Canadian under 
financial pressure, both the West German 
and British members of the Market have 
broken the rules and floated their cur¬ 
rencies. The current joint float is spoiled 
by the absence of the British, Italians 
and of the Irish an absence which sug¬ 
gests that there remains still a faulty 
analysis of the pressures on the foreign 
exchange markets. Europe remains a 
long way from a monetary identity large¬ 
ly because of Ihe political and psycholo¬ 
gical tensions in the international mone¬ 
tary system causal by the disparities of 
size between the unified United Slates 
economy and monetary system and the 
disunited and often very small constituent 


parts of the west European economy. A 
joint European “float” will do more 
harm than good if it turns out to be no 
more than a pious hope. If west Eu¬ 
rope. in a world dominated bv the huge 
unified USA and bv the equally huge, 
though economically weaker, commu¬ 
nist colossus held together largely by 
Comecon and inconvertible currencies, 
is to succeed and overcome its latest 
Hcknexs it must make a distinct 
move towards union in the form of a 
supranational monetary polity with pool¬ 
ed reserves anil co-ordinated economic 
and regional policies, the only alterna¬ 
tive would be u defensive steadily deepen¬ 
ing customs union. 

The joint “float”, bought partly be¬ 
cause the West German three per 
cent revaluation of the mark finally 
persuaded the French to float with 
them for the time being, will be 
no more than a temporary expedi¬ 
ent if the concept of a European 
union is not carried to its final develop¬ 
ment through a merger of all national 
reserves without limit. Without this, 
whatever name it may call itself, west 
Europe will remain vigorous but divided 
into little units, each with its sovereignty 
and amour-propre but jointly and seve¬ 
rally unable to match the USA in finan¬ 
cial power, in technological progress or 
in world influence. The first step has. 
perhaps, been taken but others must fol¬ 
low with convincing regularity. 


Exchange rates: new *—* 

perspective 


The international monetary agreement 
reached by major trading nations in Paris 
on March 16 has forced many people to 
look at exchange rate policies from a 
perspective that may seem novel to 
them. 

Under the Bretton Woods system that 
operated during most of the period since 
World War II, the policy question was 
naturally assumed to be: When should 
governments act to alter exchange rates? 

Under the arrangements agreed to in 
Paris, the question will have to be stated 
differently: When, for what purposes and 
to what extent should governments step 
into the exchange markets to interfere 
with the way market forces are moving 
the rates of exchange? 

This new way of looking at the prob¬ 


lem has important implications for the 
long-range reform of the international 
monetary system. 

One reason for the new way of thinking 
is that the Bretton Woods system of fixed 
exchange rates has been abandoned. 

The assumption under the Bretton 
Woods system was that a fixed relation¬ 
ship among exchange rates should be 
preserved, and that changes were to be 
permitted only if they could not be 
avoided. But the result of this craving 
for stabiltiy, ironically, was frequent 
spells of disruptive speculation, usually 
followed by wide changes in exchange rates 
that caused real adjustment problems for 
elements within the affected economics. 

After the Paris meeting, governments 


are no longer observing an obligation to 
keep the exchange values of their curren¬ 
cies in any fixed relation to one another. 
Most of the members of the European 
Community, joined by some non-Commu- 
nity nations undertook to keep the fluc¬ 
tuations in exchange rates among their 
own currencies within the relatively 
narrow limits. But there is no longer any 
agreed restrictions on the margin of 
fluctuation between other major curren¬ 
cies, or between, for example, the group 
of European currencies that are “floating” 
joinrty and the US dollar. 

On the other hand, neither is there a 
commitment to allow market forces, and 
market forces only, to determine the day- 
to-day movements of the exchange rates. 
Governments may intervene when they 
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consider it desirable, particularly to pre¬ 
serve “orderly conditions” in the exchange 
markets. 

Under precisely what conditions is it 
desirable and appropriate Inr governments 
to intervene in currency exchange 
market? This is the question that govern¬ 
ments must face up to in their day-to-day 
operations after the Paris agreement. It 
is also a question that has to be faced up 
to in any permanent, long-range reform 
of the international monetary system. 

Is it proper for governments to buy 
and sell their own euirencics to main¬ 
tain *‘ordcrl> markets?” 

This is* one of the least controversial 
questions. Most experts would say “‘yes” 
-at least as long as “maintaining orderly 
markets” means only smoothing out 
erratic ups and downs arising fiom the 
uneven day-to-day distribution of ‘‘buy” 
and “sell” orders and other strictly tem¬ 
porary factors. For example, a large 
payment for purchases of foreign airlines 
or a financing transaction for a major 
foreign investment could throw the 
currency exchange markets out of whack 
on the day they occurred if iu> official 
agency stood by to meet the extraordinary 
one-time demand for foreign exchange. 

Some economists, however, fear that 
even this limited type of intervention 
would prove in practice to be one-sided 
that governments would be tempted to 
intervene for the sake of “orderly mar¬ 
kets” when to do so would be helpful for 
their own exporters, but would be less 
zealous about orderly markets when 
intervention would erase a temporary 
advantage lor their exports. 

This brings up another question 

Is it proper for a governments to 
intervene in foreign exchange markets 
to give an advantage to its export 
industries 0 

real crux 

This is probably the real crux of dis¬ 
agreements over international monetary 
reform. The US position has been that 
nations should not use exchange rate 
policy as a tool to gain or preserve a 
large trade surplus. Instead, the United 
States says, the international monetary 
system should work toward balance in 
total international monev Hows. (these 
international monetary Hows include not 
only trade, of course, but also tourist 
expenditures, international Hows of invest¬ 
ment funds and profits, goveinmcnt- 
to-go\eminent transactions, and many 
other items.) 

In the past, attitudes of some govern¬ 
ments on this question have seemed 
somewhat contradictory. One of the major 
objectives of the Brctton Woods system 


was to prevent “competitive devaluation/’ 
In other words* governments were not 
supposed to sell their own currencies and 
buy foreign currencies for the purpose 
of driving down the exchange value 
of their own currency. Why might a 
government be tempted to do so? To 
give a price advantage to its producers of 
export goods and to domestic producers 
facing import competition, at the expense 
of domestic consumers and foreign pro¬ 
ducers. 

If this sort of behaviour is improper, 
is it any more proper for a government to 
sell its own currency and buy foreign 
currency to protect a large trade surplus 
when the surplus results from an 
established exchange rale that is no 
longer appropriate? Although strong 
theoretical arguments can he made 
for allowing exchange values to adjust 
promptly when basic imbalances appear, 
in practice governments have been reluc¬ 
tant to give up the trade advantage that 
accompanies an undervalued currency. 
Governments that accepted the ban on 
competitive devaluations have nevertheless 
been slow to allow their undervalued 
currency to appreciate. 

major misalignments 

Since 1971, however, there has been an 
increasing recognition that major mis¬ 
alignments of exchange rates cannot be 
preserved forever, and that the disruptions 
and dangers caused by these international 
maladjustments can nullify any temporary 
advantages that an undervalued currency 
might achieve. 

The agreement announced in Paris and 
the “floating” or major currencies that 
preceded it seem to indicate general 
acceptance of the principle that exchange 
rate policies should aim at international 
balance. This issue lias indeed been settled, 
a major obstacle to lasting international 
monetary reform has been overcome. 

Should governments intervene in ex¬ 
change markets to counter specula¬ 
tion? 

Speculation occurs most often because 
existing exchange rates are no longer the 
equilibrium rates, and money managers 
realize that a change is inevitable sooner 
or later. If exchange rate policy is to 
work toward international balance, mas¬ 
sive government intervention to preserve 
existing rales in these circumstances would 
not be considered desirable. 

It is possible, of course, that the specu¬ 
lators might sometimes be w rong. 

In some circumstances, government 
intervention to moderate swings in ex¬ 
change rates may head oil* undesirable 
speculation. But. many experts have 
become convinced that in some circum¬ 


stances, massive intervention to hold 
existing exchange rates to a rigid ceiling 
or floor might encourage speculation. 
This can happen because speculators are 
handed a situation in which they cannot 
lose if the existing rate is successfully 
defended, while they could g.ain a profit 
if offical intervention fails to stem the tide. 

In some circumstances, these experts 
argue, the best way to cope with specula¬ 
tion on the exchange rate of the favoured 
currency is to move sharply for a time* 
exposing current speculators to the risk 
that they might later be forced to sell the 
currency at a loss after buying it at the 
peak rates. 

vague communique 

The communique issued by the Finance 
Ministers on March 16 after their Paris 
meeting was deliberately vague as to 
which strategy governments would use in 
the furture to cope with currency specula- 
lion, leaving open the possibility that any 
government might adopt either strategy— 
or possibly shift from one strategy to the 
other in an unpredictable way, so as to 
keep potential currency speculators im¬ 
mobilized through uncertainty. 

Still other questions need to be answered 
For example: Should governments inter¬ 
vene in exchange markets to finance the 
massive shifts of private liquid capital 
that occur as interest earnings become 
more favourable in one country than 
another? Or should exchange rates be 
allowed to fluctuate widely enough to 
discourage such capital flows? 

Should governments intervene in ex¬ 
change markets to counteract the influ¬ 
ence of cyclical factors -that is, the 
temporary, reversible imbalances in inten- 
national transactions arising from the fact 
that periods of fast and slow economic 
growth do not occur in all nations at the 
same time? If so, how can government 
determine how much of the imbalance is 
truly cyclical and reversible, and how 
much of it represents a basic imbalance 
that needs to be adjusted? 

Apparently governments will be groping 
for answers to these questions as they 
gain experience in operating in the new 
monetary world existing after Paris 
meetings. Their ad hoc decisions could 
very well become the permanent operat¬ 
ing rules of the new international monetary 
system. This would be true whether the 
system ultimately decided upon is based 
on established par vulucs with greater 
flexibility, or on “floating” rates with a 
degree of government intervention. Look¬ 
ed at from cither perspective, the basic 
question is still the same: When should 
governments intervene in the exchange 
markets, and when should they let market 
forces prevail?—'USIS 
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The poppy world 


Chiang Mai, nearly 800 kilometres 
north of Bangkok, represents an entirely 
different vvoild. Surrounded by moun¬ 
tainous terrain which makes for a mild 
climate, the town is slow and sleepy. 

Beyond Chiang Mai. further towards 
the north and east are hills with altitude 
reaching 8.500 feet high, lived by tribal 
people- the Meos, the Karens, the Akhas. 
the Lisus. the Lahus and the Yaos—who 
have a distinct culture and way of living. 
They extend deep into Burma towards 
north and intv) Laos towards the east. 
They have their kith and kin beyond the 
national boundaries and occupy the entire 
area where Thailand. Burma and Laos 
meet. These tribal people grow poppy 
and have earned tor this area the name 
“Golden Triangle". 

An Interpol report states that the 
“Golden Triangle'’ continues to be one 
of the largest production areas of opium 
in the world and some estimates say 
that 70 per cent of the world's illicit 
opium is grown here. It has also been 
estimated that more than 40 per cent 
of these people are themselves opium 
addicts, though they include mostly old 
people, more women than men. 

A large part of opium is smuggled 
out to Hongkong or Malaysia. A UN 
report revealed that opium is smuggled 
to Hongkong by way of Thai fishing 
trawlers. More recently, however, it 
came to light that the current trend is 
to smuggle derivatives of opium such 
as heroin rather than opium. 

MP murdered 

The Thai police has been trying to 
track the smugglers of opium, but has 
not been able it) make an estimate of 
the extent of smuggling. Only some 
stray news items reveal that the smug¬ 
glers did operate around Chiang Mai. 
Recently a former member of Parlia¬ 
ment (MP) from Chiang Mai area was 
shot dead. It was revealed that the MP 
had helped the police in digging a smug¬ 
gling racket involving opium worth seve¬ 
ral million bahts. 

A visit to a Meo village. 32 kjlon 
metres north of Chiang Mai. revealed 
some facets of the problem, as also the 
difficulties the Thai administration faces 
in stopping the growing of poppy. 

The road from Chiang Mai that 
goes to the King's palace and the tem¬ 
ple Doy Sutep at the lop of the hill, is 
smooth and wide. The bus, however, 
stops half way to the temple because 


only a small vehicle can reach the Men 
village on the other side of the hill. 

As we went past the King's palace 
and the temple, the road became kacha 
and just wide enough to carry the four 
wheels of the jeep. At places the road 
slopes down al an angle of 45 degrees, 
takes sudden turns and is wet and slip¬ 
pery. That is the time when one realises 
why some villagers prefer to walk. 

Reaching the village, the driver call¬ 
ed at a short thin Meo. a personal alien- 
dant to the village headman. We were 
informed that the headman was not 
around. Along with his three wives and 
several villagers, he had gone to bury 
the eldest wife who had died due to an 
overdose of opium. 

changed expression 

Suddenly the attendant changed his 
expression, and. with a broad smile on 
his face. said. “Would you like to smoke 
opium?" It is nice, he assured us. 

He led us to a small hut nearby 
Three filthy looking men. not so old 
were lying on cots. One of them placed 
hot melting opium at the head of a 
smoking pipe, nearly eight inches long, 
and started smoking. 

A few huts away was a shop selling 
items of daily use. I he shopkeeper was 
perhaps the only peison who could speak 
a few words of Lnglish. He had studied 
in the city and his two sons were in 
school in the city. 

“What would you like them to be?" 
1 asked him. “Would you like them to 
be in government job?" f suggested. 

“No", he said. “I have farmland on 
the border of Laos. I would like my 
sons to take over farming from my 
father who is getting old." 

“What do you grow there?" 

“Rice, maize, and various vegeta¬ 
bles." 

“Also opium?" I asked. 

“No. Well, sometimes only." I hen 
he laughed and that conveyed more 
than words. 

“How much money do you make 
here?" 

“About 4,000 bahts a month." A 
small shop in a wayside village could not 
have given him an income of 1,600 
rupees without his involvement in the 
sale of opium, I thought. His knowledge 
of the city must be an additional asset. 

The government of Thailand has 


Hardev Singh 

Bangkok. 


been planning to change the pattern of 
living of the tribal people so that they 
get used to the growing of rice, maize, 
and other crops. For this the government 
has been trying to bring them into set¬ 
tlements. where they are given [and to 
cultivate and some other facilities. By 
doing that the government not only 
keeps them away from the lure of poppv 
but also saves the teak forests, which 
the tribal people cut quite indiscrimi¬ 
nately for their use. leak is an impor¬ 
tant export product of Thailand. 

The tribal people, however, find the 
settlements quite uncomfortable to live 
in and they try to go back. They com¬ 
plain that their way of life was being 
disturbed and they were forced to live 
away from theii natural habitation. But 
the real reason seems to He that they 
don’t want to give up the lucrative pro¬ 
fession of growing poppy. 

royal concern 

The King of Thailand, also the Oueen 
Mother, shows special concern for the 
tribal people. They realise that a sud¬ 
den change in their wav of life cannot 
be achieved in one generation. The 
tribal people should be given some mere 
time to adjust to the change. There ap¬ 
pears to be sufficient logic in the app¬ 
roach of the Royalty to this problem. 
If the tribal people turn hostile, they 
go and join the communists across the 
border and create a law and order prob¬ 
lem for the country. 

The tribal people of Laos are under 
the influence of the communists, who. 
for reasons of strategy, don’t touch their 
way of living, including the growing 
of poppy. 

The present administration in Burma 
is also weak and is so much bothered 
about its economic problems that it 
hardly is able to maintain law and 
order in the central rice lands. The 
Karens and other tribes in the hills, 
therefore, remain untouched, and have 
remained hostile to the government. It 
is common knowledge that U Nu had 
been Jiving in this area in Buddhist 
monustries, safe from the reach of the 
Burmese army. 

The poppy world is largely isolated 
from the rest of the world. Its peculiar 
location at the meeting place of three 
countries, not so friendly to each other, 
seems to be helping its survival, and 
the jungles and hills seem to be hospi¬ 
table to poppy flower. 
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SELECT 11 FT PUBLICATIONS 


SEMINAR REPORTS Price 

Rs. 

Exports of Rayon & Synthetic Textiles 2.50 

Northern Region Conference on Export 
Promotion 5.00 

Tobacco Exports 6.50 

Textiles 9.50* 

COMMODITY STUDY REPORTS 

Animal Casings 11 .(X) 

Electric Lamps & Fluorescent Tubes 6.25 

Automobile Ancillarics : 

(a) Radiators 5.75 

(b) Brake Linings and clutch facings 6.00 

(c) Filters—air, oil and fuel 6.00 

(d) Shock Absorbers 5.75 

(<?) Engine valves 5.25 

(/) Leaf springs 6.00 

Agricultural Implements & Machinery 8.75 

MARKET SURVEY/C OUNTRY STUDY REPORTS 

Country Survey on Libya 12.00 

Reports on the Market Survey of Insectici¬ 
des, Pesticides etc. in Iran 6.00 

A Study of Marketing Opportunities for 
Selected Engineering Goods in Japan 8.00 

Export Prospects of Selected Indian Products 
in Malaysia 10.50* 

Export Prospects of Selected Indian Pro¬ 
ducts in Ceylon 9.25 

Export Prospects of Select Indian Products 
in Afghanistan 11.00* 

Export Strategy for Latin America (Select 
Countries)—Two Volumes 25.00* 

GENERAL RESEARCH 

Trading with the World (Country Profile) 40.00* 

UNCTAD-II A Step Forward 14.50 

Export Development in Industrial Estates 9.00 

Export Marketing Operations 16.00 

Export Credit & Credit Insurance Facilities 

in India and Abroad 10.00 

Study of Port Narmada (Dahcj) 12.00* 

International Trade and Development— 

Selected International Documents 25.(X)* 

Bibliography on Overseas Market Surveys of 
Indian Products 8.50* 

Export Bank for India 10.00* 

Documentation on Foreign Trade 13.50* 


Generalised System of Preferences 

(a) New Opportunities for India’s Exports 

( b) Rules of Origin for GSP 

(r) Rules of Origin Supplement-I (Sweden) 

(d) Rules of Origin Supplement (Denmark) 

(e) Rules of Origin Supp. (Switzerland) 

OTHER REPORTS 


Price 

Rs. 

45.00 

20.00 

8.00 

8.50 

9.50 


Survey of India's Export Potential of Spices 
(3 Vols.) 100.00 

Survey of India's Export Potential of Oil¬ 
cakes (5 Vols.) 125.00* 

Survey of Overseas Transport & Freight 
Structure in India’s Export Trade (3 Vols.) 125.00* 
Survey of India’s Export Potential of Ma¬ 
chine Tools (3 Vols.) 125.00* 

Survey of India’s Expott Potential of Leather 

& Leather Products (4 Vols.) 125.00* 

Survey of India’s Export Potential of Wood 

& Wood Products (4 Vols.) 100.00* 

Survey of India's Export Potential of Textiles 

& Made-up Garments (5 Vols.) 125.00* 

Survey of India’s Export Procedures & Docu¬ 
ments (6 Vols.) 150.00 

Survey of India’s Export Potential of Shellac 
(3 Vols.) 100.00 

Survey of India's Export Potential of Civil 
Engineering Consultancy & Construction 
Services (4 Vols.) 125.00* 

Survey of India’s Export Potential of Coir 

& Coir-Based Products (2 vols.) 100.00* 

Survey of India’s Export Potential of Plas¬ 
tics (3 Vols.) 100.00* 

Survey of the Domestic Transport of India 
Export Cargo (4 Vols.) 100.00 

Survey of India's Export Potential of Jute & 

Jute Products (Vol. I only) 20.00* 

A Study of the Export Credit & Guarantee 
Corporation (2 Vols.) 100.00* 

Survey of India’s Export Potential of Tea 
(4 Vols.) 100.00* 

Survey of India's Export Potential of Mica 
(3 Vols.) 100.00* 

Quarterly Journal : FOREIGN TRADE REVIEW 
Annual Subscription : Rs 20.00 
Single Copy : Rs 5.50 

Monthly Bulletin : FOREIGN TRADE BULLETIN 
Annual Subscription Rs 18.00 
Single Copy Rs 2.00 


Note : *Pricc inclusive of Postage. 

NB : For these publications please write to the COMMERCIAL MANAGER, INDIAN INSTITUTE OF FOREIGN TRADE, 
H-8, Green Park Extension, New Dclhi-16. 
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Indo-Bangladesh Trade 
Agreement 

The government of India 
and Bangladesh have agreed 
to extend the trade agreement 
between the two countries. The 
trade agreement, which was 
initially valid for a period of 
one year until March 27, 1973. 
has been extended by three 
months. It will be recalled 
that the two governments had 
agreed to an interim arrange¬ 
ment known as the Limited 
Payments Arrangement under 
which import and export of 
commodities and goods of 
special interest to the two 
countries produced and manu¬ 
factured in India and Bangla¬ 
desh—will be facilitated on a 
balanced basis by both sides. 
Exports from India to Bangla¬ 
desh included inter alia, 
cement, coal, spare parts for 
machinery, pharmaceuticals, 
cotton yarn, unmanufactured 
tobacco, spices, ayurvedic and 
unani medicines, books, gra¬ 
mophone records and cinema 
films. The list of items for 
export from Bangladesh to 
India included fresh fish, semi- 
tanned hides and skins, news¬ 
print, furance oil, raw jute, ka¬ 
pok, pharmaceuticals including 
ayurvedic and unani medi¬ 
cines, books, periodicals and 
cinema films. The agreement 
provided for special banking 
and financing arrangements to 
give effect to balanced trade. 
Imports and exports in excess 
of the values specified in the 
Limited Payments Arrangement 
and in commodities and goods 
which are not covered by it 
were permitted in accordance 
with the respective import, 
export and foreign exchange 
laws, regulations and proced¬ 
ures of the two countries. 

Indo-lraq Economic Ties 

A high-level official Delega¬ 
tion from Iraq arrived in the 


country on March 25, 1973, to 
have talks with the various 
ministeries of the union go¬ 
vernment on economic and 
technical co-operation between 
the two countries. The delega¬ 
tion will be staying here for 
two weeks during which period 
it will have discussions regard¬ 
ing the import of crude oil by 
India, assistance to Iraq for 
setting up industries and pro¬ 
jects in their country, expan¬ 
sion of trade between the two 
countries, recruitment of ex¬ 
perts for Iraq for different 
fields, i. e., agriculture, engine¬ 
ering. medical, irrigation, 
planning, teachers, etc. 
Iraq’s Minister for Oil and 
Minerals, Dr Sadoun Ham- 
madi, who is arriving here on 
Aprial 1, 1973, at the invita¬ 
tion of the Planning Minister, 
Mr D. P. Dhar, will finalise 
the various aspects of co-ope¬ 
ration between the two coun¬ 
tries. 

I ndo-l tal ian Economic 
Cooperation 

The Italian embassy has 
made a representation to the 
External Affairs Ministry 
against Tamil Nadu’s proposal 
to nationalise Madras Alumi¬ 
nium, a company in which the 
Italian shareholding is almost 
30 per cent. Mr Pennarola, 
Commercial Counsellor of (he 
Italian embassy stated recently 
that the nationalisation of 
Madras Aluminium would 
deter not only Italians but 
investors from all other coun¬ 
tries from starting ventures in 
India. Mr Pennarola said that 
the Italian Foreign Office had 
also made a representation to 
the Indian Embassy in Rome. 
Diplomats of several countries 
have met the Italian Ambassa¬ 
dor in New Delhi and agreed 
with his view that the Tamil 
Nadu government’s move 


might put in jeopardy the 
future of foreign invesment in 
India. 

Mr Pennarola made these 
remarks in the course of a 
press conference called on the 
occasion of the visit of a team 
of Italian textile machinery 
manufacturers. In spite of the 
furore over Madras Alumini¬ 
um, the leader of the Italian 
delegation, Dr B. Miozzi, 
stated that as a result of the 
team’s discussions with Indian 
businessmen there was a good 
chance of some joint ventures 
coming up in the textile 
Industry. He pointed out that 
prospects for collaboration 
were bright in woollen and 
synthetic textiles. These were 
fields in which Italy produced 
good quality machinery, which 
was already being exported to 
many countries. Dr Miozzi 
observed that India itself was 
a manufacturer of simpler 
kinds of textile machinery and 
had begun exporting such 
equipment. He felt there was 
scope for Indian and Italian 
firms to co-operate in export¬ 
ing textile machinery to third 
countries. As a result of the 
team’s talks in India, some 
orders have already been placed 
for Italian textile machinery. 

Growth through 
Self-reliance 

The National Seminar on In¬ 
dustrial Growth Through Self- 
Reliance is proposed to be held 
at Vigyan Bhavan, New Delhi 
on April 6 and 7, 1973. This is 
being organised by the Nation¬ 
al Alliance of Young Entre¬ 
preneurs under the auspices of 
the Ministry of Industrial 
Development and would con¬ 
cern itself with the strategy and 
programme of action for 
achieving self-reliance in cer¬ 
tain specific fields of industry 
such as agro-industries, manu¬ 
facturing of capital equipment 
and machinery, chemicals and 
fertilisers, and instrumentation. 
It will also discuss the role of 
different agencies in this effort. 
The Seminar will be presided 
over by the union Minister 
for Industrial Development, 
Mr C. Subramaniam, Mr Deva 
Kanta Barooah, union . Minis¬ 
ter for Petroleum and Chemi¬ 


cals. will deliver the valedictory 
address. 

OPPI 

Brig. B S. Bhagat, Direclor- 
in-Charge of the Pharmaceu¬ 
tical Division of Rallis India 
Limited, has been unanimously 
re-ciccted President of the 
organization of Pharmaceutical 
Producers of India (OPPI), 
Bomaby, for 1973. Mr S. V. 
Pillai, Managing Director, 
Pfizer Limited, has been rc-clect- 
ed Vice-President and Mr G. J. 
Medley, Dy. Managing Direc¬ 
tor, Glaxo Laboratories (India) 
Limited, has been elected 
another Vice-President. 

Swadeshi Polytex 
Commissioned 

The countrys’ first continuous 
process polyester staple fibre 
plant of Messrs'. Swadeshi 
Polytex Ltd, at Ghaziabad, 
set up in collaboration with 
M/s. Zimmer AG, West 
Germany was commissioned 
on March 15, 1973. ‘Jailcnc* 
is the brand name of the 
polyester staple fibre. that will 
be commercially available in 
India. The continuous process 
ensures uniformity in the 
quality of the fibre to a fine 
degree which is impossible to 
get in the conventional batch 
process. The plant has started 
with the finer denier, namely 
1.5 and shall be manufacturing 
1.2 denier high tenacity fibre, 
the demand for which is at 
present met mostly by imports. 

The power requirements of 
a continuous process plant like 
this are exacting, not only in 
terms of reliability of supply 
but also in permissible fluctua¬ 
tions in voltage and frequency. 
The unit has, therefore, provid¬ 
ed three parallel circuits, two 
from the UP State Electricity 
Board and the third from 
its diesel generator sets with 
automatic controls. 

Import of Power 
Equipment 

The union government has 
decided, in view of the power 
shortage conditions, to relax 
the ban on import of power 
equipment in the case of stand¬ 
by diesel-electric generating 
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sets required by industries. 
This has been considered 
essential for enabling industries 
to maintain production and 
prevent harmful effects due to 
power interruptions. The effect 
of this decision on the foreign 
exchange position is relatively 
small, compared to benefits by 
way of better industrial pro¬ 
duction. 

Export Duty on 
Tanned Hides 

Export duty on tanned 
hides has been reimposed at 
the rate* of 10 per cent ad 
valorem with immediate effect, 
a finance ministry notification 
stated. Tanned hides were ear¬ 
lier exempted from the export 
levy. 

More Wagons for 
Railways 

The railways will secure 
1,500 wagons in addition to 
the 2,600 wagons already or¬ 
dered to meet the wagon shor¬ 
tage, the railway minister, Mr 
L. N. Mishra, told the Lok 
Sabha recently. Mr Mishra 
added that wagon manufacture 
in the railway workshops at 
Amritsar, Golden Reeh and 
Samastipur was also being step¬ 
ped up to 4,000 annually. Be¬ 
sides, the production of elect¬ 
ric locomotives at Chittaranjan 
was expected to reach 109 and 
that of diesel shutters 128 
during 1973-74. The out turn 
of diesel and electric locomo¬ 
tives at Varanasi also was ex¬ 
pected to go upto 140 next 
year, Mr Mishra added 

Bank Loans to 
Agro-services 

Progress achieved in grant¬ 
ing loans by the nationalised 
banks to engineer-entrepreneurs 
for setting up Agro-Scrvices 
Centres was reviewed at a 
meeting held recently. The 
meeting was attended by the 
senior officers of the union 
government in the Department 
of Agriculture, Finance, Bank¬ 
ing and Planning Commission, 
as well as representatives of 
nationalised banks and State 
Agro-Industries Corporations. 
The review was undertaken to 
discuss the simplification of 
procedures for sanctioning of 
loans to entrepreneurs of the 
Agro-Service Centres. Out of 


the 732 entrepreneur trainees, 
346 have so far completed the 
training and established the 
Agro-Service Centres. 308 arc 
under going training. They are 
expected to' complete their 
training by the end of April. 

Out of the 346 entrepreneurs 
who have so far established 
Agro-Service Centres, 210 have 
been financed by the nationa¬ 
lised banks. Loan amounts 
generally vary from Rs 50,000 
to Rs 1.5 lakh. Under the 
scheme, entrepreneurs selected 
for training are given Rs 250 
per month as stipend for four 
months, which is the duration 
of training period. Besides 
technical training, trainees are 
taught principles of business 
management also. In respect 
of loans taken by entrepre¬ 
neurs, the government is sub¬ 
sidising the rate of interest 
limiting interest liability of the 
entrepreneurs to five per cent. 
The target for Agro Service 
Centres for 1973-74 is 1250 
and it is proposed to establish 
7,500 such centres during the 
fifth Plan period. 

Railways towards 
Self sufficiency 

The country has achieved 
near self-sufficiency in the ma¬ 


nufacture of railway rolling 
stock equipment. The depen¬ 
dence on imports which was 30 
per cent in 1951-52 has been 
brought down to less than 10 
per cent. During 1971-72 the 
Railways purchased stores and 
equipment worth more than 
Rs413 crores of which impo¬ 
rts accounted for only Rs 40 
crores. During the first Plan 
the import content was 27 per 
cent which came down to 24 
per cent in the second Plan and 
12.4 per cent in the third Plan. 
Imports are now limited to 
only essential raw materials, 
proprietery items and other 
“hard core*' items. Imports 
of certain components and 
items has also become neces¬ 
sary because the indigenous 
capacity already installed is 
not able to meet the require¬ 
ments of the Railways. These 
include wheel sets, electric 
traction equipment, steel sec¬ 
tions and diesel axles and trac¬ 
tion gears. Chittaranjan Loco¬ 
motive Works has achieved 
about 78 per cent indigenisa- 
tion in the manufacture of 
electric locomotives. The impo¬ 
rt content of diesel hydraulic 
shunters made at Chittaranjan 
has been reduced from 71 per 
cent to 29 per cent in the last 
four years. The Diesel Loco¬ 


motive Works, Varanasi has 
reduced the import content of 
diesel electric locomotives from 
9$ per cent in 1963*64 to 31 
per cent as of now. The import 
content of broad gauge passen¬ 
ger coaches manufactured by 
the Integral Coach Factory, 
Madras, is now only 2.5 per 
cent, excluding the cost of 
steel. 

Promotion of Tourism 

The union Minister of 
Tourism and Civil Aviation, 
Dr. Karan Singh, has stressed 
the need to promote domestic 
tourism along with measures 
to provide more facilities for 
foreign tourists. Inaugurating 
the annual convention of the 
Travel Agents Association of 
India recently, Dr Karan Singh 
stated that while tourism was 
a major foreign exchange ear¬ 
ner, it also strengthened na¬ 
tional integration and helped 
in improving the economic 
condition of the people, inclu¬ 
ding those living in far-flung 
backward areas with consider¬ 
able scenic beauty. He point¬ 
ed out that travel agents in 
our country had not taken ade¬ 
quate interest in encouraging 
domestic tourists. He asked 
the travel agents to work out 
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plans for low-cost and youth 
travel in the country and also 
pay attention to pilgrim tra¬ 
vel. This, he said, would not 
only develop into a major eco¬ 
nomic activity but also provi¬ 
de employment to a large num¬ 
ber of people. Dr. Karan 
Singh gave details of a three- 
point programme to enrich 
“tourism package*' in the coun¬ 
try. Firstly, steps were being 
taken to protect wild life, se¬ 
condly development of beaches 
and, thirdly, provision of win¬ 
ter sports. A beginning had 
been made in the development 
of beach resorts with the de¬ 
velopment of the Kovalamand 
Mahabalipuram tourist com¬ 
plexes. India, he pointed out, 
had one of the best sea beaches 
in the world. 

Dr. Karan Singh stated that 
the setting up of the Regional 
Centre of the International 
Union of Official Travel Orga¬ 
nisations at Colombo this week 
was a significant step in the 
promotion of tourism among 
the neighbouring countries. It 
would provide a fillip to the 
growth of tourism in Asia. 
Describing international tou¬ 
rism as one of the world’s lar¬ 
gest industry. Dr. Karan Singh 
said that international tourism 
in the country had reached a 
point of break-through. The 
country was well on the way to 
achieving the target of 400,000 
foreign tourists this year. He 
was confident that given the 
necessary inputs in the fifth five- 
year Plan, India would be able 
to double its tourism inflow by 
1978. 

Water Technology 
Centre 

The union Minister for 
Irrigation and Power, Dr 
K.L. Rao called for efficient 
utilisation of water, which 
would enable to bring in more 
areas of land under irrigation. 
Inaugurating the Water Tech¬ 
nology Centre at the Indian 
Agricultural Research Institute, 
New Delhi, recently. Dr. Rao 
stated the most important prob¬ 
lem in India was to ensure that 
at the end of the century the 
production of foodgrains would 
be of the order of 250 million 
tonnes as against the present 
100 million tonnes. This would 
mean more than doubling the 
production, and bringing in 


about 50 to 60 per cent of the 
land under irrigation by that 
time. Referring to the Water 
Technology Centre as a useful 
milestone in the development of 
the country. Dr. Rao expres¬ 
sed the hope that it would be 
a fore-runner of a “water revo¬ 
lution” in the country. Mete¬ 
orologists, engineers and scien¬ 
tists had to play their roles 
effectively and efficiently to en¬ 
sure not only the supply of 
water, but also its conservation 
and efficient use. Dr. Rao 
stressed the need for water 
transfers from surplus to needy 
areas and said that the National 
Water Grid was an inescapa¬ 
ble necessity for the future ge¬ 
neration. At least the inves¬ 
tigations had to be done for 
the next generation to follow. 

Later, inaugurating a natio¬ 
nal symposium on “Water Re¬ 
sources of India and their 
Utilisation in Agriculture”, Dr. 
Rao said that the highest prio¬ 
rity should be given to drou¬ 
ght areas in the matter of 
irrigation. One-third of the 
area in the country was subject 
to drought conditions and this 
position had to be remedied. 
Irrigation, he said, was the 
best employer. Provision of 
irrigation facilities to villages 
would thus not only help in¬ 
crease food production, but 
relieve unemployment to a great 
degree. 

Tripura Budget 

Tripura budget for 1973-74 
presented in the state assembly 
on March 20, by f inance Mini¬ 
ster Debendra Kishore Chou- 
dhury revealed a deficit of Rs 
880.55 lakhs. The budget 
showed the total expenditure 
for the year at Rs 3430.03 lakhs 
against the total revenue recei¬ 
pts of Rs 2549.48 lakhs. Rs 
12croreshavc been allocated 
for Plan expenditure during 
the next financial year. 

New Industrial Culture 

Inaugurating the First 
Meeting of the Development 
Council for Automobiles and 
Allied Industries recently, Mr. 
T. A. Pai, Minister of Heavy 
Industry, stated that the dis¬ 
cussions in the Council would 
no doubt set in motion a new 
industrial culture based on 
dynamic self-reliance and also 
a conscious knowledge that 


the government was not only 
a regulatory authority but a 
partner in the progress of the 
industry. He pointed out that it 
was the joint responsibility, of 
the Council not only to over¬ 
see the use but also help the 
industry in the interest of the 
people of the country and to¬ 
wards this end, whatever was 
required from the government 
would be available continu¬ 
ously. Referring to the under¬ 
utilisation of capacities, he 
requested the members of the 
Council to give special 
thought to this question and 
come forward with concrete 
proposals on how these facili¬ 
ties could be fully utilised. He 
added that he would like the 
Council to make a special 
study of the imbalances in vari¬ 
ous equipments where one 
manufacturer could assist the 
other by mutual co-opcration. 
This, he added, would enable 
the industry to utilise the 
capacity fully and reduce the 
cost of production. 

Export Awards 

Seven exporters have been 
selected for the National 
Awards for Outstanding Ex¬ 
port Performance in Indian 
handicrafts during 1971-72. 
Out of these, two are for high¬ 
est export performance in art 
metalware, one each in carpet, 
art woodwarc, handprinted 
textiles, one for miscellaneous 
items in handicrafts and one 
for special export efforts. The 
following are the exporters 
selected for National Awards: 
M/s Ramsundcr Ramnath, 
Carpets; M/s Abdul Hasan & 
Sons, Art metalwares; M/s 
Hira Lall & Son, Art metal¬ 
wares; M/s Suri Sons, Art 
wood wares; M/s N. K. Over¬ 
seas Traders, Handprinted 
textiles; M/s Datta Cottage 
Industries of India, Miscella¬ 
neous items; and M/s Sankar- 
sons & Co., Special export 
efforts. In addition, two ex¬ 
porters: M/s Hansa Agencies 
and M/s Marble Emporium, 
will receive Certificate of Merit 
for export performance in 
handprinted and miscellane¬ 
ous items in handicrafts res¬ 
pectively. 

Planning Boards 
in States 

Twelve States have consti¬ 
tuted their Planning Boards or 


Commissions. These are Assam 
Bihar, Kerala, Madhya Pra¬ 
desh, Meghalaya, Mysore, 
Nagaland, Orissa, Punjab, 
Tamil Nadu, Uttar Pradesh 
and West Bengal. This was 
stated by Mr Mohan Dharia, 
Minister of State for Planning, 
in the Lok Sabha. The Minis¬ 
ter added that the Planning 
Commission had given some 
guidelines to the state gov¬ 
ernments. However, they had 
not been uniformly followed 
by the state governments. 
He said that from the infor¬ 
mation received from the 
states. Members of Parliament 
were represented only in the 
State Planning Board of West 
Bengal. 

Names in the News 

Dr M. S. Swaminathan, 

Director-general, Indian Coun¬ 
cil of Agricultural Research 
and Secretary to the govern¬ 
ment of India, has been elected 
Fellow of Royal Society, 
London. 

Mr K.C. Mohan, Deputy 
Chief Engineer, Ccntial Engine¬ 
ering and Design Bureau, has 
taken over as Chief Engineer, 
CEDB, following the appoint¬ 
ment of former Chief Engi¬ 
neer, Mr A.C. Banerjec as 
Director (Technical), Steel 
Authority of India Limited, 
New Delhi. Mr M.B. Silgardo, 
Deputy Engineer (Technical) of 
CEDB. has been appointed 
Additional Chief Engineer. 

Mr S. Jagannathan, Gover¬ 
nor of the Reserve Bank, left 
for Washington recently to 
attend the meeting of the 
Committee of Twenty, re¬ 
presenting the developing 
countries, to discus the inter¬ 
national monetary situation. 


NOTICE 

Gabriel India Limited ap¬ 
plied for a licence to manu¬ 
facture one billion shock 
absorbers in the state of 
Mysore / Andhra Pradesh. 
Those parties who wish to 
make representations, may 
do so to the Secretary, Com¬ 
pany Law Affairs (Company 
Law Board), 'A' wing,Shastri 
Bhawan, Dr Rajendra Prasad 
Road, New Delhi, within 
fourteen days from hereof. 
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Do You Know 


i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON- 
GRADE PULP? 

/ 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

iii) that MURUKKG (Erythriua Indica) and UPPOOTHY (Maca- 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pidp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive oilers for such species of wood for producing Rayon- 
grade Pulp? 


Contact 


THE GWALIOR RATON RILK MEG. (WTO.) CO. LTD.. 

(PULP DIVI8ION) 

Bftx'la.lxoota.m — MAVOOR — Kozhikode Dt. 

KERALA 

Grams : "WOODPULP" Calicut Telex: 084-218 Phones : 3973 & 3974 (Calicut) 

51 A 52 (Mavoor) 
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COMPANY 

AFFAIRS 


Philips 

The flare up in costs due to 
inflation has affected the work¬ 
ing of Philips India Ltd during 
the year ended December 1, 
1972. Although sales have 
looked up to Rs 49.1 ciorcs 
from Rs 46.6 crores, the gross 
profit has recorded a fall of 
more than one crore of rupees, 
declining to Rs 11.54 crores 
from Rs 12.84 crores in 1971. 
The directors have proposed 
a final equity dividend of Rs 
1.20 per share. This together 
with the interim dividend brings 
the total distribution to Rs 
2.40 per share for 1972, the 
same as paid in 1971. Out of 
the gross profit, the directors 
have set apart a sum of Rs 1.48 
crores to depreciation reserve, 
Rs 6.66 crores to taxation re¬ 
serve, Rs 0.15 crore to develop¬ 
ment rebate reserve and Rs 
0.10 crore to debenture re¬ 
demption reserve as against 
Rs 1.28 crores, Rs 7.70 crores, 
Rs 0.18 crore and Rs 0.10 crore 
provided respectively in 1971. 
This leaves a lower net profit 
of Rs 3.15 crores as compared 
to Rs 3.58 crores in 1971. 
After writing back Rs 0.39 
crore being excess provision 
for tax in respect of previous 
year and Rs 0.06 crore released 
from the development rebate 
reserve the disposable surplus 
amounted to Rs 3.60 crores. 
The interim dividend paid in 
November 1972 absorbed Rs 
0.65 crore leaving a balance 
of Rs 2.95 crores. This sur¬ 
plus amount has been trans¬ 
ferred to the general reserve 
out of which the proposed divi¬ 
dend will be paid. 

Deyidayal Electronics 

Despite difficult market con¬ 
ditions and escalation in costs 
of production Devidayal Elect¬ 
ronics has managed to push up 
its sales to Rs 6.29 crores 
during the year ended Decem¬ 


ber 31, 1972, recording a gain 
of Rs 1.03 crore over the pre¬ 
vious year. Gross profit too 
improved to Rs 48.90 lakhs, 
registering an increase of as 
much as Rs 3.40 lakhs over 
1971. The directors have en¬ 
hanced the appropriation to 
all reserves. The allocation to 
depreciation reserve was step¬ 
ped up from Rs 9.93 lakhs to 
Rs 10.53 lakhs, to development 
rebate reserve from Rs 1.87 
lakhs to Rs 1.98 lakhs and to 
taxation reserve from Rs 
16.35 lakhs to Rs 19 lakhs. 
This leaves a higher net profit 
of Rs 17.39 lakhs as compared 
to Rs 17.35 lakhs in 1971. The 
directors have maintained the 
equity dividend at 11 per cent. 
The company is going ahead 
full steam with its diversifica¬ 
tion programme. It has al¬ 
ready purchased land at Ban¬ 
galore for setting up the elec¬ 
tronics unit, and the construc¬ 
tion of building is making 
rapid progress. The project 
estimated to cost Rs 47 lakhs 
is to be financed by loans from 
financial institutions and inter¬ 
nal resources. The company 
will be undertaking the manu¬ 
facture of basic top calculators 
and tape recorders at this unit. 
This unit is estimated to contri¬ 
bute about three crores rupees 
per annum to the company’s 
turnover. What is more the 
company’s profitability should 
show an impressive rise since 
the field of electronics holds 
out the promise of excellent 
growth. 

Shriram Fibres 

Shriram Fibres Ltd, promo¬ 
ted by Delhi Cloth and General 
Mills Co. Ltd, is setting up 
an industrial complex at Ma- 
nali, in Chingleput district, 
north of Madras city, for the 
manufacture of nylon-6 cord. 
The company will have techni¬ 
cal assistance from Unilika 
Ltd of Japan, while Chemtcx 


Fibres Inc., USA, will be pro¬ 
viding the basic engineering 
facilities. Caprolactum, the 
raw material, required for the 
manufacture of nylon-6 tyre 
cord, is being imported at pre¬ 
sent. However when the cap¬ 
rolactum plant of Gujarat 
State Fertilizers goes into pro¬ 
duction, the company’s needs 
of this raw material will be met 
from this source. The installa¬ 
tion of machinery and equip¬ 
ment is expected to start in 
the fourth quarter of 1973 and 
the plant is expected to go on 
stream in the second quarter 
of 1974. The company has an 
authorised capital of Rs 6 
crores - Rs 4.50 croies in 
equity and Rs 1.50 crores in 
preference shares. The issued 
and subscribed capital of 
Rs 1.12 crores in equity 
shares has been taken up by 
Delhi Cloth. Out of the pro¬ 
posed issue of Rs 1.68 croies in 
equity and Rs 40 lakhs in pre¬ 
ference shares, equity capital 
worth Rs 5.92 lakhs have been 
reserved for allotment to IDBI, 
Rs 1.78 lakhs to ICICI, Rs 
3.55 lakhs to IFC, Rs 2.37 lakhs 
to LIC, Rs 1.78 lakhs to UTI 
and Rs 15.39 lakhs to the em¬ 
ployees of the company. The 
remaining 13,72,000 equity 
shares of Rs 10 each and 40,000 
(9.5 per cent) cumulative re¬ 
deemable preference shares of 
Rs 100 each are now being 
offered at par to the public for 
subscription. The public issue 
will be fully underwritten. The 
capital outlay on the project is 
estimated at Rs 7.69 crores 
including working capital re¬ 
quirements of Rs 40 lakhs and 
it will be met by the share capi¬ 
tal of Rs 3.20 crores and loans 
from financial institutions of 
Rs 4.49 crores. 

Dunlop India 

The directors of Dunlop 
India Ltd have recommended 
a final equity dividend of 12.5 


per cent for 1972. This together 
with the interim dividend of 
7.5 per cent already paid makes 
a total of 20 per cent, the same 
as declared in 1971. The in¬ 
come, according to the preli¬ 
minary figures released by the 
company, lias dropped to Rs 
96.36 crores from Rs 98.91 
crores while the net profit has 
dipped to Rs 1.79 crores as 
against Rs 3.79 crores in the 
previous year. The net profit 
has been arrived at after pro¬ 
viding Rs 1.87 crores to de¬ 
preciation reserve and Rs 
0.72 crorc for meeting tax 
liabilities as against Rs 1.48 
crores and Rs 2.25 crores allo¬ 
cated respectively in 1971. In 
this connection it is stated that 
the decline in the total income is 
mainly due to substantia] pro¬ 
duction Josses suffered at the 
company's Ambattur factory 
as a result of strikes and 
subsequent lockouts. Conse¬ 
quently in spite of the comple¬ 
tion of the company’s expan¬ 
sion plans in 1971. total tyre 
production is lower than in the 
previous year. Apart from pro¬ 
duction losses, there has been 
a marked increase in raw mate¬ 
rials and personnel costs with¬ 
out any corresponding in¬ 
crease in the selling prices 
of the company's automotive 
tyres and tubes. 

National Rayon 

The directors of National 
Rayon have recommended a 
taxable equity dividend of Rs 
28 per share on the larger capi¬ 
tal resulting from the bonus 
issue in the onc-for-four 
ratio. This compares with a 
total of distribution of Rs 40 
per share including a cash 
bonus of Rs 8 per share for 
1971. The preliminary figures 
released by the company re¬ 
veal an increase in net sales 
from Rs 121.84 crores to Rs 
23.83 crores while gross profit 
has improved to Rs 5.60 crores 
from Rs 4.94 crores in 1971. 
Out of the gross profit the di¬ 
rectors have set apart a sum of 
Rs 1.22 crores to depreciation 
reserve, Rs 2.51 crores to taxa¬ 
tion reserve and Rs 7.30 lakhs 
to development rebate reserve 
as against Rs 1.37 crores, Rs 
2 crores and Rs 14.25 lakhs 
provided respectively in 1971. 
After adjustments the dispo¬ 
sable surplus amounting to Rs 
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1.45 crores has been transferred 
to general reserve out of which 
the proposed preference and 
equity dividends aggregating 
R 8 1.22 crores will he paid. 
The company is actively pur¬ 
suing its nylon tyre cord pro¬ 
ject in spite of a substantial 
increase in its costs which was 
originally placed at about Rs 
7.16 crores. Spadework for 
the project including a foreign 
exchange loan of Rs 1.42 
crores, the technical collabo¬ 
ration arrangements with a 
US firm and the acquisition of 
indigenous and foreign ma¬ 
chinery is progressing rapidly 
and the company expects to 
start its plant at Kaiyan with 
an annual production capacity 
of 2200 tonnes of tyre cord per 
year by May 1974. 

Hindustan Lever 

At the extraordinary general 
meeting held recently in Bom¬ 
bay, the shareholders of Hindu¬ 
stan Lever Ltd have approved 
the resolution authorising the 
company to commence the 
business of manufacturing 
packing machinery and scienti¬ 
fic instruments. In order to 
conserve foreign exchange and 
to reduce imports the company 
established sometime ago a 
machine and instrument de¬ 
velopment unit for fabricating 
packing machinery and scienti¬ 
fic and industrial instruments 
for its own use. The company 
has developed and possesses 
technical know-how and skills 
and it wants to put them in use 
in order to make available 
these import saving items to 
third parties. The company 
is currently examining the 
possibilities of their commer¬ 
cial manufacture. 

Fibreglass Pilkington 

Fibreglass Pilkington has 
embarked on a substantial ex¬ 
pansion programme at its 
Thana factory for the manufac¬ 
ture of continuous glass fila¬ 
ments. In order to meet a 
part of the cost of the expansion 
scheme it has negotiated with 
the ICICI for a rupee loan of 
Rs 54.2 lakh and a foreign 
currency loan of £ 136,235 
equivalent to Rs 25.8 lakhs. 
One of the conditions stipu¬ 
lated by the ICICI is that it 
should have the option to con¬ 


vert part of the loans into 
90,000 equity shares of Rs 10 
each at a premium of Rs 2.50 
per share during the period 
from April 1,1975 to March 31, 
1977. An application has been 
made to the union govern¬ 
ment for its approval to grant 
the option in favour of ICICI. 

Atlas Copco 

Atlas Copco (India) which 
entered the capital market in 
June last has reported en¬ 
couraging progress during 
1972. Sales rose by 13 per 
cent from Rs 4.83 crores to 
Rs 5.47 crores while gross pro¬ 
fit were higher at Rs 
102.21 lakhs as compared to 
Rs 91.67 lakhs in 1971. The 
directors have proposed an 
equity dividend of 17.5 per 
cent on the enlarged capital. 
The new shares issued last 
year will be entitled to a pro 
rata dividend from the date of 
allotment. The company had 
promised a dividend of 15 per 
cent at the time of the public 
issue. It had paid a dividend 
of 30 per cent on old capital 
for 1971. Out of the gross pro¬ 
fit, a sum of Rs 8.16 lakhs was 
provided for depreciation, Rs 
58,000 for development rebate 
reserve, and Rs 68.45 lakhs 
for taxation as against Rs 8.16 
lakhs, Rs 36,000 and Rs 
56.90 lakhs provided respective¬ 
ly in 1971. After other ad- 
ustments an amount of Rs 
24.05 lakhs was transferred 
to general reserve as against 
Rs 23.12 lakhs in the previous 
>ear. The proposed dividend 
will absorb Rs 9.50 lakhs and 
will be paid out of the general 
reserve. 

Rainbow Steels 

Rainbow Steels Ltd is netting 
an eight-crore rupees mini 
steel plant in Uttar Pradesh. 
The company is promoting a 
new venture styled Ballia Rain¬ 
bow Ispat Ltd for this purpose. 
The project will be in the joint 
sector and it is claimed that 
it will be the biggest unit of 
its kind in the country. Rain¬ 
bow Steels Ltd has signed re- 
ccnil\ an agreement with the 
UP State Industrial Develop¬ 
ment Corporation for the sett¬ 
ing up of this new venture. 
Rainbow Steels will be provid¬ 
ing 25 per cent of the capital. 


the UPSIDC will contribute 
26 per cent and the remaining 
49 per cent of the capital will 
be thrown to the public for 
subscription. The plant will 
be set up in Ballia, the most 
backward area in the state of 
UP and is designed to pro¬ 
duce one lakh tonnes of steel 
billets,. Production is expected 
to commence in about two 
years. The project will get all 
possible concessions, provide 
employment to more than 2000 
persons and will go a long way 
in mitigating the shortage of 
billets in the country. 

News and Notes 

(Expansion and diversification) 

Suesscn Textile Bearings has 
embarked on a programme esti¬ 
mated to cost Rs 125 lakhs. 
More than one-third of the 
capital expenditure would be 
financed from internal re¬ 
sources and the balance by way 
of rupee and foreign exchange 
loans from financial institu¬ 
tions and deferred payment 
guarantee under the I DBFs 
scheme. The implementation 
of programme would enable 
the company not only to meet 
the demands for bottom roller 
bearings, drafting materials for 
speed frames and expansion 
capacities in relation to the 
existing and diversified items 
in the sphere of specialised 
bearing products. Meanwhile 
as a result of the research and 
development activity, the com¬ 
pany has developed a new pro¬ 
cess substituting indigenously 
available material in place of 
imported one in the case of an 
important product manufac¬ 
tured by it. Besides Suessen’s 
collaborators have agreed in 
principle to refrain from manu¬ 
facturing in their factories in 
Germany and Spain such items 
that could be more economi¬ 
cally and viably be manufac¬ 
tured at the company's plant 
at Baroda. 

New Issues 

Indo-l<owenhrau Breweries 
Ltd, w'hich is setting up an ult¬ 
ra-modern and economically 
streamlined brewery at Farida- 
bad is entering the capital mar¬ 
ket on April 9, with a public 
issue of 4,10,000 equity shares 
of Rs 10 each at par. The subs¬ 
cription list for this fully un¬ 


derwritten issue will close on 
April 21 or earlier but not be¬ 
fore April 14. Four interna¬ 
tionally reputed firms in the 
brewery field are assisting in 
this project. Anton Stcinecker 
of West Germany will supply 
the brewery design; Pressure 
Fermentation Institute of West 
Germny will provide the pro¬ 
cess know-how; ICEB of 
Switzerland will assist in gene¬ 
ral planning and lay out of the 
brewery and Lowcnbrau Neu- 
Ulm of West Germany will 
help set it up on an interna¬ 
tional pattern. The brewery 
will have an installed capacity 
of 50,000 hectolitres per an¬ 
num. The brewery is planned 
taking future expansion into 
consideration so that with 
minimum additional cost the 
capacity can be increased 
easily. The company will be 
manufacturing a wide range of 
lager and pilsner beers, includ¬ 
ing non-alcoholic beer. The 
company’s beer has good ex¬ 
port potential as about Rs 60 
lakhs worth of beer is expected 
to be exported under the Lo- 
wenbrau brand name in the 
first five years of production. 
Two breweries, one in Calcutta 
and another in Bombay, have 
finalised contracts for using the 
labels and brand names of the 
company. The company will 
also help them in marketing 
their products. In return Indo- 
Lowenbrau will receive royal¬ 
ty from these companies. The 
capital outlay on the project 
is estimated at Rs 139.65 lakhs 
which will be met by the share 
capital of Rs 25 lakhs already 
subscribed, proposed public 
issue of Rs 41 lakhs, term loans 
from banks of Rs 70 lakhs and 
deferred payments of Rs 3.65 
lakhs. The plant is expected to 
commence trial production by 
March 1974. The directors 
hope to declare a maiden equity 
dividend of 12 per cent from 
the first year of production. 

The Industrial Credit and 
Investment Corporation of India 

Ltd is offering 16,000 deben¬ 
tures of Rs 5,000 each for subs¬ 
cription at Rs 4975 each. The 
debentures will carry an inte¬ 
rest at the rate of six per cent 
per annum subject to deduction 
of tax at source, and will be 
payable half-yearly on April 
l and October 1 except that 
the initial proportional pay¬ 
ment of interest will be made on 
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October 1, 1973 and the inte¬ 
rest will accrue due on deben¬ 
tures allotted from the date of 
receipt of the application. The 
debentures are redeemable at 
par on April I, 1985. The 
subscription list opened on 
March 27 and will close on 
March 31 or earlier at the dis¬ 
cretion of the directors but not 
earlier than March 29. In the 
event of over subscription the 
shareholders of the company 
who apply for debentures will 
be given preferential allotment 
to the extent of as many de¬ 
bentures as they would be en¬ 
titled to take up if the entire de¬ 
benture issue had been offered 
to such shareholders on pro¬ 
rata basis as a rights issue. The 
debentures are being issued for 
the purpose of augmenting the 
resources of the company to 
meet the demands of industry 
for financial assistance. 

Saroj Alloys and Steels Ltd 

will soon be offering for pub¬ 
lic subscription 240,000 equity 
shares of Rs 10 each and 8,000 
(9.5 per cent) cumulative re¬ 
deemable preference shares of 
Rs 100 each, both at par. The 
company promoted by the well 
reputed Saraf family of Nagpur, 
is setting up a mini-steel plant 
at Hospct in Mysore slate. The 
construction of the factory will 
commence shortly and will be 
completed by July-August 1973. 
Finn orders for 10/12 tonnes 
capacity electric arc furnace 
have been placed with Hindu¬ 
stan Brown Bovcri Ltd. The 
furnace is expected to be de¬ 
livered by November 1973 
and the plant is expected to go 
on stream early next year. The 
outlay on the project is esti¬ 
mated at Rs 98 lakhs. 

Premier Instruments (Coimba¬ 
tore), is engaged in setting up 
a project for the manufacture 
of six lakh dash board instru¬ 
ments in collaboration with In¬ 
ternational Instruments Ltd., 
Bangalore. In the first stage 
of the manufacturing pro¬ 
gramme, the assembly of inst¬ 
ruments will be undertaken 
with indigenous and imported 
components and production is 
expected to reach the rated ca¬ 
pacity by 1976. In the second 
phase, manufacture of impor¬ 
ted components will be 
taken up with the installation 
of specialised imported ma¬ 


chines. The cost of the first 
stage of the manufacturing pro¬ 
gramme is estimated at Rs 929 
lakhs and that of the second 
phase at Rs 53 lakhs. The en¬ 
tire amount will be met through 
the share capital of Rs 40 lakhs, 
medium-term loans, in rupees 
and foreign currencies for Rs 
39 lakhs lioin financial insti¬ 
tutions and fixed deposits of 
Rs 3 lakhs. The company has 
already an issued capital of Rs 
15 lakhs and the balance of Rs 
25 lakhs in equity shares will 
be offered for public subscrip¬ 
tion shortly. 

West Bengal Industrial De¬ 
velopment Corporation Ltd has 

offered for subscription 800 
bonds to be called “Six per 
cent West Bengal Industrial 
Development Corporation 
Limited Bonds 1985 (first 
series)" of Rs 25,000 each 
for cash at an issue price of 
Rs 99.75 per cent. Applica¬ 
tions for bonds must be for a 
minimum value of Rs one lakh 
payable in full on application. 
The bonds will carry an inte¬ 
rest of six per cent per annum 
and will be payable half yearly 
on October 15 and April 15 
each year except that the initial 
proportional payment of inte¬ 
rest will be made on May 15 
1973 in respect of the period 
from the date of application to 
March 31, 1973. The bonds 
will redeemed at par an March 
28, 1985. The subscription 
list opened on March 26 and is 
scheduled to close on March 
28 or earlier at the discretion of 
the Board of Directors or the 
company. The company how¬ 
ever reserves the right to retain 
additional subscription to the 
extent of 10 per cent of the 
notified amount 

The company was incorpora¬ 
ted in West Bengal with the 
main object of accelerating the 
growth industries in the state. 
Its activities were by and large 
confined in the development of 
medium and small enterprises 
and in providing various types 
of financial assistance to the 
undertakings in the private 
sector. The government of 
West Bengal recently decided 
that the company should work 
as a promotional institution 
for the development of in¬ 
dustries in the state as well as 
the authorised agent of the go¬ 


vernment of West Bengal for 
the purposes of the West Ben¬ 
gal Incentive Scheme, 1971. 
Consequently the company has 
been working in the state in 
close co-operation with other 
financial and banking institu¬ 
tions. Certain projects have 
already been sponsored by the 
company as its own and many 
more arc being sponsored by it 
in the private sector. The pro¬ 
ceeds of the issue will be utilised 
in supplementing the resources 
of the company, to meet the 
increasing demands for finance 
from industry. 


as bonus shares, in the ratio 
of one bonus share for every 
two equity shares held. 

Straw Products Limited, Cal¬ 
cutta, has been accorded con¬ 
sent for the issue of further 
capital of Rs 55 lakhs in 9.5 
per cent, cumulative redeem¬ 
able preference shares of Rs 
100 each for cash at par, to 
the public by a prospectus. The 
proceeds will be utilised for 
financing expansion of the 
company's paper and board 
mills. The consent is valid for 
12 months only. 


Capital and Bonus 
Issues 

Consent has been accorded 
to six companies to raise capi¬ 
tal amounting to over Rs 1.08 
crorcs. The following are the 
details: 

Dclton Cable Industries Pri¬ 
vate Limited, Delhi has been 
granted consent, valid for 
three months, for issue of 
bonus shares worth Rs 11.50 
lakhs only. 

The Isliwar Industries Limi¬ 
ted, New Delhi has been accor¬ 
ded consent, valid for three 
months, to capitalise Rs 
9,21,180 out of their general 
reserve and issue fully paid 
equity shares of Rs 40 each as 
bonus shares in the ratio of 
one bonus sliare for every 
equity share held. 

Associated Stone Industries 
(Kotah) Limited, Rajasthan, has 

been granted consent, valid 
for three months, for 22.20 
lakhs only. 

Nutan Mills Limited, Alimc- 
dabad, has been accorded con¬ 
sent, valid for three months, 
to capitalise Rs 10 lakhs out of 
its general reserves and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus 
share for every three equity 
shares held. 

Lunar Caustic Private Limi¬ 
ted, Poona, has been accorded 
consent, valid for three months 
to capitalise Rs 56,250 out of 
the amount standing to the 
credit of the profit and loss 
account and issue fully paid 
equity shares of Rs 500 each, 


New Registrations 

During the quarter ended 
December 31, 1972, the forma¬ 
tion of companies showed a 
downward trend as 115 com¬ 
panies were registered in eas¬ 
tern region against 130 com¬ 
panies in the previous quarter. 
The total authorised capital 
of these new companies 
amount to Rs 964.846 lakhs 
as against Rs 1,410.15 lakhs 
during the proceeding quarter. 
In all six companies transferred 
their registered offices during 
the quarter under review. Of 
them—from West Bengal two 
companies were transferred to 
Assam. One company each to 
Andhra Pradesh, Haryana and 
Delhi. One company was 
transferred from Assam to 
Andhra Pradesh. Two Com¬ 
panies transferred their re¬ 
gistered offices from Delhi to 
West Bengal. 

Five Companies in West 
Bengal issued prospectus offer¬ 
ing shares to the extent of Rs 
231.19 lakhs during the quar¬ 
ter. Out of this amount, shares 
amounting to Rs 83.25 lakhs, 
were reserved for subscription 
by d i roc tors/e mployccs/consi - 
deration other than cash and 
the balance amounting to Rs 
147.94 lakhs were offered to 
the public for subscription. 

Eighty-five private limited 
companies with a total autho¬ 
rised capital of Rs 694.346 
lakhs and eight public limited 
companies with a total autho¬ 
rised capital of Rs 199 lakhs 
were registered in West Ben¬ 
gal during the quarter under 
review. Thirteen companies 
with an aggregate paid up capi¬ 
tal of Rs 50.28 lakhs went into 
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liquidation. Three companies 
with an aggregate paid up capi¬ 
tal of Rs 0.18 lakhs were struck 
off. Twelve private limited 
companies with a total autho¬ 
rised capital of Rs 27.50 lakhs 
and one public limited com¬ 
pany with an authorised capital 
of Rs 1 lakh were registered in 
Bihar during the quarter. One 
company with paid up capital 
of Rs 20,000 went into liqui¬ 
dation and two companies with 
a total paid up capital of Rs 
18,000 were struck off. Four 
private companies with a to¬ 
tal authorised capital of Rs 
15 lakhs were registered in 
Orissa during the quarter. No 
company went into liquida¬ 
tion. The names of three com¬ 
panies with a total paid up 
capital of Rs 98,560 were 
struck off. 

Three private limited com¬ 


panies, and one public and one 
guarantee company with a 
total authorised capital of Rs 
28 lakhs were registered during 
the quarter in Assam. No com¬ 
pany went into liquidation. 
The names of six companies 
with paid up capital of Rs 
2,52,964 were struck off. 

Unit Trust 

The sale and purchase prices 
of the Unit Trust of India were 
raised by 10 paisc each to Rs 
11.05 and Rs 10.75 respectively 
with effect from March 21. 

Company Meetings 

The Bombay Dyeing and Manu¬ 
facturing Company Ltd: Ball 

Room, Taj Mahal Hotel, 
Apollo Bunder, Bombay: 
April 6: 3.45 P.M 

Union Carbide India Ltd: I 


Middleton Street, Calcutta; 
April 24; 4 PM. 

Licences and Letters of 
Intent 

The following licences and 
letters of intent were issued 
under the industries (Develop¬ 
ment and Regulation) Act 
1951 during the live weeks en¬ 
ded December 2, 1972. The 
list contains the names and 
addresses of the licencscs, arti¬ 
cles of manufacture, types of 
licences - New Undertakings 
(NU); New Articles (NA);Sub- 
stantial Expansion (St:); Carry 
on Business (COB); Shifting 
—and annual installed capa¬ 
city 

Licences Issued 

Metallurgical Industries 

M/s North India Wires 
Ltd., P-23/24, Rad ha Ba/ar 
Street, Calcutta-1. (24-Parga- 
nas-W. Bengal) - Bright Bars 
upto 150 Mm —- 12,000 ton¬ 
nes — (NU). 

Electrical Equipment 

M/s Usha Telehoist Ltd., 
14, Princcp Street, Calcutta-13. 
(Faridabad-Haryana) — Elect¬ 
rical Contacts — 15,00,000 
Nos—(NA); M/s Transfor¬ 
mers Electricals Kerala Ltd., 
Angamally, P.O. Ernakulam, 
Dist., Kerala. (Ernakulam-Ke¬ 
rala) - Power Transformers 

— 1080 MVA (NA); M/s 
Southern Stampings Ltd., II, 
First Cross, Jayamuhal Exten¬ 
sion, Bangalore-6. (Bangalore- 
Mvsore) Electrical Stamp¬ 
ings for motors. Transformers 
and other electrical equipment 

— 3,000 tonnes. — < N U). 

Telecommunications 

M/s Allied Electronic Corpn, 
94, Kanara Chawl, Kalbadevi 
Road, Bombay-2. (Bombay- 
Malmrashtra) - - Connectors 

— 1.0 niiUion nos. — (NA). 

Transportation 

M/s Standard Radiators Pvt 
Ltd., Industrial Estate, Ba- 
roda-3. (Baroda-Gujarat) — 
Thermostats (Bellow & 
Wax Types) — 1,00,000 nos 
-(NU); M/sFilwell industrial 
Corpn.. Fit we 11 House, Lai 


Bahadur Shastri Marg, Bom¬ 
bay-79, (Bom bay-M a ha rasht- 
ra) — Propeller Shafts — 
35,000 nos; Components for 
Propeller Shafts — 2,00j000— 
(NU); M/s Gaskets & Oil- 
seals Pvt. Ltd., Bil Padra Road, 
Baroda. (Baroda-Gujarat) — 
Radiators -- 12,000 nos to 
25,000 nos —■ (SE); M/s ,lamna 
Auto fndustries. Auto Indust¬ 
ries Road, Yamunanagar (Har¬ 
yana). (Yamunanagar-Har- 

yana) — Automobile Leaf 
Springs and Leaves — 2400 M. 
Tonnes — (COB); M/sG.G.T. 
Kay pee (Pvt) Ltd., Jl-C, Ban- 
ham Hall Lane, Girgaum, Bom- 
day. Aurangabad- Maharasht¬ 
ra) - - Water Pums - - 70.000 
nos; Water Pumps Repair 
Kits — 70,000 nos - (NU). * 

Industrial Machinery 

M/s Vulcan Laval Ltd., 7-A, 
Sir Phiro/eshah Mehta Road,’ 
Bombay-1. (Poona-Maharasht- 
ra) - Plate Heat Exchangers 

— Rs 15 lakhs-(SE); M/s 
Indian Oxygen Ltd., Oxygen 
House, P-33, Taratalla Road 
Calcutta-53. (Calcutta-West 
Bengal) — Acetylene Plant (75 
cubic metres per hour capacity) 

— Rs 30 lakhs within the exist¬ 
ing licensed capacity of Rs 
142.83 lakhs per annum for 
Oxygen/Nitrogen Plants - 
(NA). 

M/s Mather Greaves Ltd., 
C/o Mater & Pjott Ltd., 
No 327, Bombay-1 (Poona- 

Maharashtra) - Food Pro¬ 
cessing Machinery — Rs 10 
lakhs — (COB). 

Machine l oots 

M/s Kerning Tools, Co. Pvt. 
Ltd., Lax mi Building, Ballard 
Estate, Tluina, Maharashtra. 
(Thana-Maharashtra) — Jigs 
and Fixtures — Rs 7 lakhs — 
(COB); M/s SLM-Maneklal 
Industries Ltd., Vatva, Taluka 
Dascroi, Ahmedabad, Gujarat. 
(A hmeda bacd-G uja rat)—Plastic 
Injection Moulding Machines 
—100 nos — (NA). 

Engineering Industries 

M/s Greaves Cotton & Co. 
Ltd., 1, Forbps Street, P.B. No. 
91, Bombay-1. (Bombay-Maha- 
rashtra)—Diamond Drill Kits— 
12,000 nos: Industrial Diamond 
Tools — 12,000 nos; Oilfield 
Diamond Bits— 300 nos — 



Dividends 


(Per cent) 

Name of the 

Year ended 

Equity dividend dec¬ 

Company 


lared for 



Current 

Previous 



year 

year 

Higher Dividend 




Katnani Engineering 
Corpn. 

Phaltan Sugar 

September 30, 1972 

12.0 

10.0 


Works 

Globe Auto Electri¬ 

September 30, 1972 

14.0 

12.0 

cals 

December 31, 1972 

10.0 

8.0 

Same Dividend 




Avery India 

December 31, 1972 

15.0 

15.0 

Modi Industries 
Lakshmi Machine 

October 31, 1972 

12.0 

12.0 

Works 

Sree Akkamamba 

December 31, 1972 

12.0 

12.0 

Textiles 

June 30, 1972 

Nil 

Nil 

Ravalgaon Sugar 

September 30, 1972 

14.0 

14.0 

S.B. Joshi 

United Carbon 

June 30, 1972 

Nil 

Nil 

India 

December 31, 1972 

20.0 

20.0 

Trichy Steel Rolling 
Mills 

Talayar Tea Com¬ 

September 30, 1972 

12.0 

12.0 

pany 

September 30. 1972 

Nil* 

Nil! 

Reduced Dividend 




Killick Nixon 

November 30, 1972 

9.0 

II.0 


♦For eighteen month period ended September 30, 1972. 
fFor twelve month period ended Mach 31, 1971. 
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(COB); M/s Bengal Tools 
Ltd., Todi Mansion, P-15, In¬ 
dian Exchange Place Extension, 
Calcutta-18. (Calcutta-West- 
Bengal) -- Shear Blades & 
Compound Wear Plates for 
Steel Plant. — 80 tonnes—Rs 
18 lakhs; Blades for Sheet 
Metal Industries 10 tonnes— 
Rs 3 lakhs; Knives for Pulp & 
Paper Mills—20 tonnes—Rs 12 
lakhs; Knives for Veneer & 
Plywood Industries- 8 tonnes 
—Rs 5 lakhs; Knives for Mis¬ 
cellaneous Industries - 20 

tonnes- Rs 7 lakhs - (NA). 

Instruments 

M/s Mahindra & Mahindra 
Ltd., Gateway Building, Appo- 
llo Bunder, Bombay-1. (Bom¬ 
bay-Maharashtra) Inline 

Flowmeters ( A"to 2 ) 500 nos 

— tNA). 

Chemicals 

M/s The Travancorc Cochin 
Chemicals Ltd., Udyogmandal 
P.O., (via) Alwave, Kerala 
(Alwayc-Kerala) - Caustic 
Soda - 33,000 tonnes to 

66,000 tonnes; Chlorine— 
29,040 tonnes to 58,080 tonnes 

— (SE); M/s Liberty Chemicals 
Works, Nagardas Road, Mog- 
ra West, P B. No. 8701, An- 
dheri (East), Bombay-69. (Bom- 
bay-Maharashtra) - - Sodium 
Bromide - 36 tonnes after 
expansion; Potassium Bromide 
—60 tonnes after expansion; 
Potassium Iodide — 18 tonnes 
after expansion; Methyl Iodide 

— 6 tonnes after expansion; 
Methol - 60 tonnes after ex¬ 
pansion; Hydroquinone — 90 
tonnes after expansion; So¬ 
dium Thiosulphate & Anhy¬ 
drous Hypo.—1032 tonnes af¬ 
ter expansion; Sodium Meta- 
bisulphiic — 132 tonnes after 
expansion; Sodium Bisulphite 

— 18 tonnes after expansion; 
Sodium Sulphite — 144 ton¬ 
nes after expansion; Sodium 
Carbonate — 144 tonnes after 
expansion; Sodium Formalde- 
dehyde Bisulphite 18 tonnes, 
after expansion — (SE). 

Drugs and Pharmaceuticals 

The Atul Products Ltd, 
Atul W. Rly, Dist. Bulsar. 
Gujarat. (Atul-Gujarat)—Toly- 
Sulfonyl Ethyl Chromate— 
40 tonnes to 100 tonnes— 
(SE); M/s Glaxo Laboratories 
(India) Ltd, Dr. Annie Bcsant 
Road, Worli, Bombay-13. 


(Bombay-Maharashtra) — Tab- 
lets-395*524 million nos; Li¬ 
quids—10,11,033 litres; Oint¬ 
ments—24,774Kgs.; Sterile In¬ 
jections — 34,120 litres; Anti¬ 
biotics Vials - 300,75 lakhs; 
Solids and powders - • 32,553 
kgs. — (COB). 

Textiles 

M/s Madura Milks Co. Ltd. 
Madurai. (Madurai - Tamil 
Nadu) - Cotton Cloth and 
Cotton Waste Yarn by instal¬ 
lation of 12 looms and cotton 
waste spinning plants - (SE) 

Food Processing Industries 

M/s United India Roller 
Flour Mills Pvt. Ltd. 1/4, 
Sur>ana Chctty Street, 
Madras. (Madras-Tamil Nadu) 

— Wheat Products - 30,000 
tonnes — (NU); M/s Harak- 
chand Flour Mills, Hardoi 
Road, Sitapur (UP). (Sitapur- 
Uttar Pradesh) — Wheat Pro¬ 
ducts 34,000 tonnes (NU); 
M/s Agarwal Mills, Kot- 
dwara, Garhwal (UP). (Gar- 
wal-Uttar Pradesh) - - Wheat 
Products -- 15.000 tonnes — 
(NU): M/s Kailash Roller 
Flour Mills, 89, Water Works 
Road, Sakhi Bazar, Jamshed¬ 
pur, Bihar. (Jamshedpur-Bi¬ 
har) — Wheat Products 
—45,000 tonnes - (NU); M/s 
Associated Flour Mills Pvt. 
Ltd., P.O. Dibrugarh, Assam 
(Dibrugarh-Assam) — Wheal 
Products - 30,000 tonnes 
(NU)); M/s Flour & Food 
Ltd, 27, Mahatma Gandhi 
Road, Indore. (Jndore-Ma- 
dhya Pradesh)— Wheat Pro¬ 
ducts — Existing — 21,000 
tonnes; Additional - 15,000 
tonnes (SE). 

Rubber Goods 

M/s Madras Rubber Factory 
Ltd., Dluin Building, 175/1, 
Anna Salai, Madras-2. (Goa) 

— Automobile Tyres — 
4,00,000 nos, Automobile 
Tubes — 4,00,000 nos - (NU); 
M/s Inarco Ltd, “Advent” 12- 
A, Foreshore Road, Bombay. 
(Thana-Maharashtra) - Syn¬ 
thetic Rubber Cots — 3,65,000 
meters; Synthetic Rubber App- 
rons — 3,66,000 metres after 
exp.) — (SE). 

Cement 

M/s Sone Valley Portland 
Cement Co Ltd., Titnes House, 
4lh Floor, 7, Bahadur Shah 


Zufar Marg. New Delhi-1. 
(Japla-Palamau-Bihar) — 
Portland Cement — 3,30,000 
tonnes — (COB). 

Letters of Intent 

Electrical Equipment 

M/s ACC-Vickcrs-Balbook 
Ltd. Indra Palace, Suite 27, 
Connaught Circus, New Delhi. 
(Durgapur-Wcst Bengal) - 

Electrostatic Precipitators . 

30 nos valued at Rs 150 lakhs 
—- (NA); M/s Indian Cables 
Industries Bombay - Poona 
Road, Poona. (Pimpri-Poona- 
Maharashtra) - Telephone 
Switch Board Cables — 60 
M.C.M. - (NA); M/sSswaran 
& Sons Engineers Pvl. Ltd, 
5-7 Second Line Beach, P.B. 
No. J9I2, Madras-1. (Madras- 
Tamil Nadu) — H.T. Circuii 
Breakers upto and including 
65 KV - 750 nos • - (NA); 
M/s Hindustan Brown Boveri 
Lid, P.B. No. 3002, Jor Bagh 
Nursery, New Delhi. (Baroda- 
Cujara'l) - Air Blast Circuii 
Breakers upto 22 KV- 400 
MVA to 1500 MVA- -50 nos - 
(SE); M/s Karan Chand 
Premcharul (P) Ltd. (Electric 
Dn.). 39-92, Industrial Area, 
Naroda P.O.; Ahmedahad. 
(Gujarat) - Oscilloscopes of 
10 mos. 15 mos, 55 nios and 100 
mos. -■ 1000 nos. - (NU). 

Transportation 

M/s Automobile Products of 
India Ltd., L.B. Shashi Marg, 
Bhandup, Bombay-78. (Bom- 
hay-Maharushtra) -- Scooters 
including three-wheelers 
48,000 nos. - (SE) ; M/s 
Bharat Radiators Pvt. Lid.. 
S.G. Barve Marg, Kalina, San¬ 
ta Cruz Strcel, Bombay-29. 
(Bombay-Maharashtra) Ra¬ 
diators - 36,000 nos. after 
expansion -- (SE); Shri A.B. 
Chini, 55-Jamcs Court, Nctaji 
Subhash Road, Bombay-20. 
(Colaba-Maharashtra) — Fly¬ 
wheel Magnetos - 1,00,000 
nos. ■ - (NU); M/s Escorts 
Ltd, 19/6, Mathura Road, 
Faridabad, Haryana. (Farida- 
bad-Haryana) - Motor Cy¬ 
cles and Scooters — 24,000 nos. 
after expansion — (SE); Shri K. 
Chinai Industries, P.N.B. 
House, 2nd Floor, P.M. Road, 
Bombay-1. (Colaba-Maha- 
rashtra) -Clutch Plates—-1 lakh 
nos; Complete clutch Assem¬ 


bly — 50,000 nos. — (NU); 
Shri M.S. Mani. 10, Rupak 
Society, St. Xavier High school 
Rd., Ahmedabad-I4. (Gujarat) 
— Nozzles — 3,50,000 nos; 
Elements — 1,75,000 nos; 

Delivery Valves - 75,000 nos; 
Single Multicylinder Pumps — 
50,000 nos; Nozzle Holders, 
—1,00.000 nos — (NU); M/s 
Lucas Indian Service Ltd, 10- 
Mount Road, Madras-2. 

(Mad ras-TamiI Nad u)—Rotor 
Arms —- 1,25,000 nos; Distri¬ 
bution Covers-1,25,000 nos; 
Ignition Coils -4,00,000 nos — 
(SE); M/s Trivandrum Rubber 
Works Ltd, Trivandrum, Kera¬ 
la. (Trivandrum-Kcrala) — Bi¬ 
cycle Rims 6 lakhs nos after 
expansion — (SE); Shri K. 
Ramdas Baliga. 19/1, Greamcs 
Road, Madras, (Ambatur- 
Madras-T’ami! N;ulu) — Bi¬ 
cycle Rims 6 lakhs nos — 
(NU); M/s Adarsh Holdings 
Pvt. Ltd, 2766, Hamilton Road, 
Delhi-6. (Sikandarbad, Distt. 
Bulandshahr-Uttar Pradesh)— 
Bicycle Rims * 6 lakhs nos — 
(NU); Shri P.K. Gupta, D/ 
84, Defence Colony, New 
Delhi-3. (Uttar Pradesh) — 
Bicycle Rims - 6 lakhs nos 

(NU): Shri Harbans Lai, 

K-57 Green Park Market, New 
Delhi-16. (Soncpat-Rohtak- 
Haryana) - Bicycle Rims —6 
lakhs nos—(NU); Shri Gopal 
Chand Aggarwal, Lai Bagh, 
Patiala. (Madras-Tamil Nadu; 
— Bicycle Rims 6 lakhs 
Nos. -- (NU). 

Industrial Machinery 

M/s S.K.F. Ball Bearing Co 
(P) Ltd, Mahtama Gandhi 
Memorial Bldg., Nctaji Sub- 
has Road, Bombay-2. (Maha¬ 
rashtra) - • Centre Sleeve In¬ 
sert • 6 lakhs nos; Top Ap¬ 
ron Media — 4 lakhs nos — 
(NU); M/s Dalai Engineering 
Pvt Ltd, 314, Jolly Bhavan, 3rd 
Floor, 10. New Marine Lines, 
Bombay. (Kavcsar-Maharash¬ 
tra) -Vapour Phase Solvent 
Recovery Plants—Rs 30 lakhs 
~ (NA); M/s Associated Bear¬ 
ing Co. Ltd, Mahatma Gandhi 
Memorial Bldg, Nctaji Sub¬ 
hash Road, Bombay. (Poona- 
Maharashtra) — New Articles 
Bolster Inserts — 1,20,000 nos; 
Substantial Expansion; Top 
Rollers - 12,00,000 nos; 

Pendulam Weighting Arms 
and Cradles — 4,00,000 nos. ; 
Centre Sleeve Inserts — 
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6 , 00,000 nos; Tape Tension 
Pulleys — 1,80,000 nos after 
expansion. — (NA/SE); Shri 
Sitaram Kedia, “Madhavi”, 
Makarand Co-operative Hous¬ 
ing Society, Gadell Road, Bom¬ 
bay. (Thana-Maharashtra) — 
Paper Making Machinery (100 
tonnes/per day capacity — 2 
nos. valued Rs 150 lakhs; Pa¬ 
per Converting Machine; Car¬ 
bon Coating Machine; Abra¬ 
sive Paper Making Machine; 
Paper Coating Machine; Crep- 
ing and Colouring Machine; 
Simplex . & Duplex C utters - 
(NU); Shri M.K. Raghubir 
Singh, Kesar Villas, Sirohi. 
Rajasthan. (Vapi-Gujarat) 
Spinning Pots with Cover and 
Ring — 50,000 pieces -(NU); 
M/s Swastik Textile Co. (P) 
Ltd., Amraiwadi, Ahmeda- 
bad-8. (A hmeda bad-G ujarat) 

—Roller Flour Mill Machi¬ 
nery -- 4 plants worth Rs 24 
lakhs. — (NA); M ; s New Stan¬ 
dard Engg. Co. Ltd., NSF 
Estate, Gorcgaon, West, Bom¬ 
bay-63. (Bombay-Maharasht¬ 

ra) • - Roller Hour Mill Ma¬ 
chinery- Rs I trorc- (NA); 
M's Gujarat Machinery Mfg., 
Ltd., 32-34, Veer Nariman 
Road, Churchealc House. 
Bombay. (Karamsad-G ujarat) 
— Fisher Flour Mill Ma¬ 
chinery --- I crorc - 'NA); 
M/s Giovanola Binny Ltd., 
Penstock Factory Road, P.B. 
No. 901, Palluruthy, Cochin, 
Kerala. (Cochin-Kcrala) Pres¬ 
sure vessels & tanks lor Chemi¬ 
cal, Petroleum and Fertilizers 
etc. -1,000 tonnes (NA); 
M/s Associated Bearing C o 
Ltd, Mahatma Gandhi Memo¬ 
rial Bldg., Nelaji Siblias Road, 
Bombay-2. (Bombay-Maha¬ 
rashtra) -- Ball Bearings - 
60 lakhs nos after expansion. 
—(SE); M/s Gha/iabad Engg* 
Co. Pvt., I Id., 42, Jaupath, 
New Delhi. (Gha/iabad-Ultar 
Pradesh) — Industrial Chains 
—3,00,000 metres valued Rs 
300 lakhs (NU). 

Agricultural Machinery 

The Maharashtra Coopera¬ 
tive Engg. Society Ltd., Poona- 
Bangalore Road, Shiroli. Kol¬ 
hapur, Mahatrashtra. (Maha¬ 
rashtra) —■ "Yanmar'* Power 
Tillers- 4,000 nos (NU). 

Engineering Industries 

Shri Madhav Prasad Goenka 


1-79, Himalaya House r7th 
Floor) Kasturba Gandhi Marg, 
New Delhi-1. (Uttar Pradesh) 
—PVC Pipes and Fittings — 
1350 tonnes—(NU). 


Chemicals 

M/s Modi Industries Ltd., 
(Paint Sec) Modinagar, UP. 
(Modinagar-UP) -- Synthetic 
Resins —- 120 tonnes after ex¬ 
pansion - - (SE); M/s Pfizer 
Ltd, I.C.I.C.L Building, 163, 
Backbay Reclamation, Bom- 
bay-20. (Chand igarh)—Chloro- 
propamide — from 1.5 tonnes 
to 6.5 tonnes (SF.); M/s 
Cynamide (India) Ltd, Nyloc 
House, 254-D2, Dr Annie Be- 
sant Road, Bombay-25. (Atul- 
Gujarat) - Auromycin SS — 
40 tonnes - (NA);"M/s Cyna- 
midc (India) Ltd., Nyloc House, 
Dr Annie Besant Road, Bom¬ 
bay. (Atul-Gujarut) - Aurco- 
mycm Sugar Tablets 
20,00,000 nos — (NA); M/s 
Cynamide (India) Ltd., Nyloc 
House, 254-D2, Dr Annie Be¬ 
sant Road, Bombay. (Atul- 
Gujarat) - Aureomycin MR 
-250 gm. 5.000 Kgs. 
(NA): M/s The Standard 
Mills Co. Ltd, Mafatlal C entre, 
Nariman Point, P.O.B. No. 
1038, Bombay. (Maharashtra) 

- Potassium Carbonate (An¬ 
hydrous) —- from 3,000 tonnes 
to 5,500 tonnes - (Si;)* M/s 
Power Cables Pvt. Lid, 24, 
Barelvi Sayed Abdulla Road. 
P.B. No. 1522, Bombay-1. 
(Nadiad-Gujara!) - Electro¬ 
nic Aeiomi/er Dispenser 
5,00,000 pieces - (NA): M/s 
Gujarat Polyamides Ltd, 1st 
Floor, Great Western Bldg., 
130-132, Apollo Street, Fort, 
Bombay-1. (Gujarat) Ny¬ 
lon Filament yarn 2100 ton¬ 
nes after expansion. (SE); 
M/s Premier Enterprises (P) 
Ltd., Industrial Estate P.O. 
Trivandrum-19, Kerala. (Ke¬ 
rala) - Ammonium Perchlo¬ 
rate ■ 500 tonnes; Sodium 
C hlorate — 200 tonnes; Potas¬ 
sium Chlorate - '■ IKK) tonnes; 

- (NU). 


Textiles 

The Chief Prompter, Srikaku- 
lam District, Girijan Jute Pro¬ 
ducts Co-operative Industries 
Society, Suluru, Srikakulam 
Dislt., (Sal uru-Andhra Pra¬ 


desh) — Jute Mill with an 
annual capacity of 15,000 met¬ 
ric tonnes — (NU); M/s 
Kareemsons Pvt Ltd., Rama- 
nagaram, (Mysore State). (Ra- 
managaram-Mysore) — Draft 
Slivers and Voils from Silk- 
waste for an annual capacity 
of 12 tonnes and 30 tonnes 
respectively -■ (NU). 


Leather Goods 


M/s Bajaj Leather Pvt. Ltd., 
2nd Floor, Behrenji Mension, 
Sir PM Road, Fort, Bombay-1. 
(Bombay-Maharashtra) - - Lea¬ 
ther Wallets and Leather Belts 
- 25,00,000 Nos: Leather 
Garments 25,000 Nos 
(Nil) 


Ceramics 

M/s Western Maharashtra 
Development Corpn. Ltd., 
P.M.T. Building, Swargate, 
Poona-9. (Maharashtra) — 
High Tension Insulators 
3,000 tonnes - (NU): M/s 

The Kerala State Industrial De¬ 
velopment Corpn. Ltd, P.B. 
No. 105, Vellayambulani, Tri¬ 
vandrum (Kerala). (Kcrala)- 
—Fused Alumina—1,000 ton¬ 
nes; Caloium Aluminates — 
1,000 tonnes; Zirconia Alu¬ 
mina Silica products, 2,500 ton¬ 
nes; Ziron Nozzles, 1,000 ton¬ 
nes; Zircon Brick,s 1,500; tonn¬ 
es, Super Duty Bricks for Blast 
Furnace -Aluminium Industries 
--10,000 tonnes; Laddie Qua¬ 
lity Bricks,—10,000 tonnes; In¬ 
sulation Bricks, —1,000 tonnes; 
Sleeves - 3000 tonnes—31,000 
tonnes—(NU); The Managing 
Director, UP Stale Industrial 
Corpn. Ltd, Dtc. of Industries 
Bldg, 117/420, G.T. Road, 
P.B. No 413, Kanpur. (Jhansi- 
Uttar Pradesh)— High Alu- 
mina/High Grog Refractories 
— 40.000 tonnes; Basic Ref¬ 
ractories — 10,000 tonnes — 
(NU); M/s The Tamil Nadu 
industrial Development Corpn. 
Ltd.. 150-A, Mount Road, 
Madras-2. (Sulem-Tamil Nadu) 
—Fireclay Bricks, Basic Bricks 
etc. ■ 70,000 tonnes - - (NU). 


Cement 


M/s UP State Cement Corpn, 
Ltd., Churck, Distt. Mirzapur 


(UP) (Kanpur./Varanasi/Churk- 
Uttar Pradesh) — Asbestos Ce¬ 
ment productx — 35,000 ton¬ 
nes — (NA). 

Timber Products 

M/s Gogte Minerals, Ex¬ 
press Court, 126, Backbay Re¬ 
clamation, Bombay-20, (Chan¬ 
da-Maharashtra) — Pulp — 
33,000 tonnes; Paper — 33,000 
tonnes — (NU); Shri Ashok 
Kumar Goel, 13, Clive Lines, 
Bareilly (UP) (Dhampur-lJttar- 
Pradesh) — Corugaling Me¬ 
dium — 6,600 tonnes — (NU). 

Change in Names of 
Owners or Undertak. 
ings 

(Information Pertains to 
particular licences only) 

From M/s The Indian Alu¬ 
minium Cables Ltd, 21-1, 
Himalaya House, Kasturba 
Gandhi Marg, New Delhi-1 to 
M/s Continental Electronic In¬ 
dustries Ltd., New Delhi-1; 
From M/s Udyog Engineering, 
P.P. Kay Road, Tripunithura 
P.O., Dist. Ernakulam (Ke¬ 
rala) to M/s Superior Oxygen 
Lid., Bangalore; From M/s 
Eagle Rolling Mills Ltd, Char¬ 
tered Bank Building, Calcutta, 
to M/s Kumardhubi Engineer 
in Works Ltd, Chartered Bank- 
Building, Calcutta; From M/s 
Subhash Silk Mill, Bombay to 
M/s Subhash Silk Mills (P) 
Ltd., 40, New Silk Market, 
Bombay-2; from M/s Jagatjit 
Industries Ltd, 54, Ring Road, 
Lajpat Nagar III, New Delhi, 
to M/s Universal Glass Ltd,; 
from M/s Evergreen Wire Cloth 
Factory, 151/155, Princess 
Street, P.O. Box No. 2046, 
Bombay, to M/s Evergreen 
Wire Cloth (P) Ltd. 


Licences Revoked or 
Surrendered 

(Information pertains to 
particular licences only) 


M/s. Hcdc & Company, Rua 
Esmael Gracias, Panjinn (Goa) 
. —Asbestos Cement products. 
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RECORDS 

AND 

statistics 


Fertilizers in 
India in the 
Seventies 

The Fertilizer Associa¬ 
tion of India had organised 
a seminar on “Fertilizers in 
India in the Seventies’' in 
December last year. Various 
subjects diesussed included 
demand and availability of 
fertilizers, investment in fer¬ 
tilizer production, the prob¬ 
lems regarding availability 
of raw materials and fertili¬ 
zer use and its marketing. 
The recommendations arising 
out of the deliberations of 
the seminar are given below:- 

1. Projections of future 
demand and domestic pro¬ 
duction indcate a widening 
gap. It may be possible to 
fill a part of this gap by op¬ 
timising indigenous produc¬ 
tion from existing plants. 
Need exists for augmenting 
the domestic capacity. 

2. Meanwhile, the balance 
requirement will have to be 
imported. A consultative 
committee composed of re¬ 
presentatives of the concern¬ 
ed ministries and the indus¬ 
try should be set up to con¬ 
tinually review demand and 
domestic production and for 
planning imports. 

3. International coordina¬ 
tion is suggested between 
consuming and producing 
countries under the aegis of 
a body like FAO, to ensure 
a better worldwide balance 


between requirements and 
availability. 

4. Inflow of fresh invest¬ 
ment into the industry is 
totally inadequate to meet 
the country’s future .require¬ 
ments of fertilisers. In order 
to attract necessary invest¬ 
ment. it is necessary to en¬ 
sure adequate return on it. 
Some of the national policies 
which arc inhibiting fresh 
investment need to be criti¬ 
cally reviewed. A few recom¬ 
mendations follow: 

5. (i) Development rebate 
and tax rebate for priority 
industries should be extended 
to industries like fertilisers. 

(ii) There should be no 
customs duty on imported 
plant and equipment. This 
will reduce the capital cost 
of the plant Alternatively. 
Government might consider 
deferred payment of customs 
duty—to be paid out of earn¬ 
ings after the plant is com¬ 
missioned. 

Commercial Factors 

6. The current ceiling selling 
prices on controlled items 
were fixed in 1967. Since then 
various factors have squeez¬ 
ed manufacturers’ margins. 
Ex-factory realisations need 
to be reviewed to ensure a 
reasonable profitability to 
ah investor. 

7. (i) The system of rupee 
financing from financial ins¬ 
titutions should be examined. 
One of these institutions 
should be designated as the 
“Lead Institution 1 ' for a pro¬ 
ject which the entrepreneur 
will contact instead of run¬ 
ning to various institutions 


for the same project. The 
“Lead Institution" could farm 
out business to other institu¬ 
tions. 

(ii) The current system of 
obtaining approval of vari¬ 
ous Government agencies 
should be streamlined and 
replaced by a single coordi¬ 
nated authority. The basic 
approach should be altered 
from “maximum control pos¬ 
sible" to “minimum control 
necessary". 

8. Economics should be the 
main consideration for the 
choice of location, size of 
plant and selection of feed¬ 
stock. 

Limitation of Choise 

9. The industry is aware 
of the limitation regarding 
choice of feedstocks for nitro¬ 
genous fertilisers. There is 
need for flexibility in app¬ 
roach to leave room for man- 
oeuver. The Indian industry 
is capable of adopting a tech 
nology suitable for the 
available feedstocks. To fa¬ 
cilitate the use of the com¬ 
paratively uneconomic feed¬ 
stocks like coal and heavier 
petroleum fractions. neces¬ 
sary measures, fiscal and 
others, should be taken by 
the Government to mitigate 
the comparative economic 
disabilities. 

10. Coal based plants must 
be located at pit-head but 
only after coal reserves with 
an ash content of less than 
24 per cent liavc been proven 
to last for a minimum of 25 
years. 

11. Future plants should 
be large sized conforming to 
international standards. Plant 
size should be standardised 
as far as possible because of 
the manifold advantages in 
design, engineering, fabrica¬ 
tion and maintenance. 

12. Fertiliser plants require 
large quantities of power and 
their operations are critical 
to adequate availability of 
power. Since shortage of po¬ 
wer is likely to last for many 


years, each large fertiliser 
plant should have a captive 
power plant to cater to its 
requirements. 

Ra* Materials 

13. Fuller utilisation of 
domestic superphosphate ca¬ 
pacity will reduce imports. 
This can be achieved by sup¬ 
plying to manufacturers su¬ 
perphosphate mixture and 
nitrogenous fertilisers from 
the Pool. This will also achi¬ 
eve the desired objective of 
providing balanced fertilisers 
to the farmers. 

14. Phosphide rock and 
sulphur are the main raw 
materials for the phosphatic 
fertiliser industry. Ocean 
freight on these materials 
forms a large component of 
the C.I.F. price. Freight to 
Indian ports is high because 
of poor unloading and re¬ 
loading facilities at the Indian 
ports. These should be mo¬ 
dernised to facilitate faster 
handling. 1'his will lead to 
lower ocean freight, reduced 
cost and saving in outflow of 
foreign exchange. 

15. MMTC should enter 
into long-term contracts for 
the import of phosphate rock 
and sulphur, preferably from 
specific sources and supply 
the material to the industry 
at a nominal profit, so that 
the industry can pass on the 
benefit of lower costs to the 
farmer. 

16. In order to reduce the 
outflow of foreign exchange 
for the import of phosphate 
rock and sulphur, indigenous 
phosphate rock and pyrites 
mines should be fully exploi¬ 
ted expeditiously. Participa¬ 
tion of the fertiliser indus- 
lr> in this venture is recom¬ 
mended as it would help the 
expeditious exploitation of 
these minerals on modern 
lines. 

17. In order to reduce the 
consumption of sulphur in 
the fertiliser industry, the 
nitrophosphate technology 
which is now capable of 
producing high water soluble 
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phosphatic fertilisers may be 
more , widely adopted. 

New Strategies 

IS. In order to develop 
cropping strategies for nor¬ 
mal a a well as adverse wea¬ 
ther conditions and to ensure 
steady economic return to 
the farmer, a National Crop 
Planning Board should be 
established. This Board 
should also be charged with 
the responsibility of imple¬ 
menting drought.flood strate¬ 
gics, and for holding buffer 
stock of grain, seeds and 
other inputs for emergencies. 

P). Fertiliser industry and 
extension agencies of the 
Government should actively 
propagate balanced fertilisa¬ 
tion along with package of 
practices to optimise yields 
from a given quantity of 
nutrients. 

20. The importance of 

making up deficiency of se¬ 
condary and miemnutrients 
like sulphur. zinc and mag¬ 
nesium, should be duly em¬ 
phasised. Soil testing labo¬ 
ratories should widen their 
scope of activities to func¬ 
tion as Soil Health and Fer¬ 
tility Care Laboratories by 
checking negative factors like 
salinity, soil born diseases, 
insects, pests, etc*. 

21. Fertiliser requirements 
in dryland farming areas are 
dependent on rainfall pattern 
and the timely availability of 
fertilisers to the farmer is cri¬ 
tical. The industry should 
ensure that the farmers re¬ 
ceive fertilisers, high yielding 
varieties of seeds suitable for 
dryland farming and other 
agricultural inputs during 
the very short time that these 
are needed. 

22. Nationalised banks 
should extend disbursement 


of distribution credit for fer¬ 
tilisers on reasonable terms. 

23. The Crop Insurance 
Scheme now being tried on 
cotton should be extended 
to cover other major crops 
also, even more so in rainfed 
areas. 

Marketing Freedom 

24. Healthy competitive 
conditions are a prerequisite 
for rendering the required 
package of services to the 
farming community, which 
freedom of fertiliser market¬ 
ing will ensure. Besides, the 
task is immense and there is 
wide diversity in conditions 
in different parts of the coun¬ 
try. All channels of market¬ 
ing should be given equal 
opportunity. Quality of ser¬ 
vice and not the label should 
be the criterion for choice of 
a channel. Since cooperatives 
have the benefit of large- 
scale credit at their disposal, 
they should have no undue 
fear of competition from 
other channels of distribu¬ 
tion. There would, therefore, 
appear to be no justification 
for allocating a predetermined 
share of the market to any 
particular channel. 

25. Normally each manu¬ 
facturer would prefer to 
market his product only in its 
economic marketing zone for 
it offers obvious advantages. 
But it is necessary' to have 
secondary and tertiary mar¬ 
kets as a safeguard against 
adverse circumstances. Rail 
movement on priority should 
be planned accordingly. 

26. Industry should consi¬ 
der a system of “product 
exchange” of identical mate¬ 
rials. This might lessen the 
load on rail movement and 
reduce transport costs. 



Linoleum floor-covering* are an economic 
investment. Linoleum endows your home 
with a graceful decor* By retaining its 
striking elegance for years, it saves you ' 
so much in repair and renovation costs...* 
you'll need a whole elephant to serve 
as a piggy-bankl . 

Stain-proof, easy to clean and polish* 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering I For better living 

India Linoleums Ltd.. 
1.0. Krtapur, 94 Parganas. West Bengal. . 
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Generalised 
system of 
preferences 

The Generalised System of 
Preferences (GSP) opened 
up new vistas and opportu¬ 
nities for the developing 
countries. Exports of manu¬ 
factures and semi-manufac¬ 
tures will no longer suffer 
from any handicaps of tariff 
barriers in the markets of the 
developed countries as under 
the GSP they are being ad¬ 
mitted duty free or at conces 
sional rates. This is un¬ 
doubtedly going to improve 
the competitive position of 
the developing countries. The 
GSP, therefore, presents a 
challenge as well as an op¬ 
portunity to the exporters of 
developing countries to ex¬ 
pand and diversify their 
export markets. 

Realising the important 
role that GSP has been des¬ 
tined to play in the export 
expansion efforts of India, 
the Indian Institute of Kor- 
eign Trade (IIP I) has made 
a detailed study of the im¬ 
plications of the GSP, as in¬ 
troduced by the different 
donor countries. The follow¬ 
ing assessment of the impact 
of GSP on the exports of the 
developing countries in gene¬ 
ral and of India in particu¬ 
lar, has been based on the 
studies and field investiga¬ 
tions carried out by the 11FT 
in India as well as in the 
foreign countries. 

Gains From Tariff Reduction 

Tariff reduction whether 
introduced multilaterally or 
on discriminatory basis tends 
to exert its influence on the 
landed cost of imports. Such 
effect of tariff reduction gets 
reflected through trade crea- 
tion in the form of increase 
in overall import demand or 
through trade diversion from 
non-preferred to the prefer¬ 
red sources of supplies. In 


cases where tariff reduction 
is not transmitted to import 
price, it may yield revenue 
gain to the importer or ex¬ 
porter or both. This would 
depend upon the relative bar¬ 
gaining strength of ihe im¬ 
porters and exporters con¬ 
cerned. Our investigations 
reveal that such gain is the 
major benefit which is likely 
to accrue from tariff conces¬ 
sion in the circumstances 
where the overall quantum 
of import has been subject 
to individual country quotas. 
For instance, the benefit de¬ 
rived by the Indian cotton 
textile exportes to the EEC 
after the introduction of the 
GSP has been mainly in this 
form. The cotton textile ex¬ 
porters according to their 
bargaining strength have 
been able to realise higher 
unit values for their products 
in proportion to the margin 
of tariff concession made 
available under the Scheme. 

Discriminatory Tariff 

The experience of discri¬ 
minatory tariff preferences 
in favour of developing 
countries has undoubtedly 
proved the favourable im¬ 
pact of tariff reduction on 
import demand. Overseas 
investigation in West Ger¬ 
many has also revealed that 
the GSP has helped in acce¬ 
lerating the rale of growth 
in the imports from develop¬ 
ing countries. Prior 1o the 
introduction of GSP, the 
EEC imports from develop¬ 
ing countries increased on 
an average by 11 per. cent as 
against an IK per cent in¬ 
crease in the total import* 
per annum. During the first 
year after the introduction 
of GSP. the total EEC im¬ 
ports from developing coun¬ 
tries recorded an increase of 
16.7 per cent a rise of 5.7 
per cent over the previous 
period as against the overall 
increase in imports of 18.6 
per cent -a rise of 0.6 per 
cent only, during the same 
period. So also in the case 
of Japan. India’s exports of 
products^xovered under GSP 
increased sizcably in the post 
GSP period of 8 months 
namely August 1971 to 


March 1972. On thejther 
hand, the dilution of ?om- 
monweallh preference I the 
United Kingdom a/t* the 
introduction of GSP from 
January 1, 1972 lu^s ifcctcd 
the imports from Common¬ 
wealth developing con tries. 

Over the first five \ar pe¬ 
riod of the operationof the 
Australian Scheme »f Pre¬ 
ferences (ASP) the itport of 
handicrafts and quot items 
covered in the sclime in¬ 
creased seven limes imports 
of handicrafts fror AS 0.6 
million in 1970-71 nd the 
imports of quota ions from 
AS 1.7 million in 166-67 to 
AS 11.9 million in 1970-71. 
It is important to tote that 
the seven limes in raise re¬ 
sulting from tariff oncessions 
varying from 2.5 pr cent to 
65 per cent is sigrficant as 
against a paltry icieasc of 
only 41.2 per eentn the case 
of total import of these 
items from all soirees over 
the same period i.e. from 
AS 2.939 million in 1966-67 


to AS 4,150 million in 1970- 
71. 

Variegated Response 

Another significant experi¬ 
ence regarding the impact of 
tariff ptcfcrcnce on import 
demand has been that the 
same preference margin 
evoked different levels of res¬ 
ponse for different products 
in respect of different bene¬ 
ficiary countries. I he varie¬ 
gated pattern of the response 
of the import demand to the 
tariff preference margin may 
be attributed, apart from the 
magnitude of preference mar¬ 
gin to (I) the nature of the 
products (whether interme¬ 
diate goods or finished goods, 
consumer goods or capital 
goods), (2) quality image, (3) 
price competitiveness (4) the 
nature of import demand 
(whether imported by user or 
distributor, and whether for 
use in production or for final 
consumption). (5) the image 
of the exporter and of the 
exporting country as supplier 
of the product, and (6) the 
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'marketing competence, capa¬ 
city and effort by the ex¬ 
porter. 

Items responding substantially 
to tariff concessions 

The majority of items whose 
imports responded substantial¬ 
ly to the tariff concessions 
are: 

(a) simple consumer goods 

for final consumption 
like cotton piecegoods, 
shawls, scarves, veils 
and the like, sports 
goods and confectione¬ 
ry; 

(b) consumer durables like 

woollen carpets, trave¬ 
ling rugs, travel goods 
of leather, spectacle 
frames, tableware and 
holloware, watches, ty¬ 
pewriters and statisti¬ 
cal machines; 

(c) intermediate goods like 

tubes and blanks of 
iron and steel, bars, 
rods, etc., of iron and 
steel, replacement parts 
and components, twine 
cordage, etc , of man 
fibres, nails, tacks 
and staples, pipe fitt¬ 
ings, insulated electric 
wires and cables, and 
organic dyestuffs; 

(d) capital goods like hand- 
tools and machine tools 
of less complicated 
type which the develop¬ 
ing countries are able 
to supply on compe- 
five prices and in accep¬ 
table quality range. 

As revealed by the overseas 
investigation in West Germany, 
tariff concession has resulted 
in a positive gain where the 
developing countries did not 
face, any serious competition 
among themselves. For ins¬ 
tance, India’s exports to the 
FLC of organic dyestuffs, in 
particular basic and direct dyes 
have increased primarily due 
to the lack of inter se compe¬ 
tition among th' developing 
countries. 

The items which have not 
responded to tariff concessions 
despite substantial margin 


and tbi rising trend in their 
importanto the donor count¬ 
ries are! 

(a) Aisumer goods where 
ualily and performa¬ 
nce count, such as va- 
aum flasks and parts, 
aalitv leather goods, 
epon blankets, etc; 

(b) fished goods in the 
cifegory of capital 
cuipment where de- 
pddability, continued 
client service, regular 
alVsales service and 
east supply of spare 
pa|s arc given prime 
coiiidcration. 

Ven often, the import 
deinnd for interme- 
diattgoods in develop¬ 
ed quntrics is influen- 
cd ii>rc by such fac¬ 
tors s the capacity to 
suppy in large quanti¬ 
ties a, also the comp¬ 
lete rfige of products 
line. lAnd the impor¬ 
ters it the developed 
counties are apprehen¬ 
sive alput the capacity 
of theexporters in the 
developng countries to 
meet Uiesc require¬ 
ments. \ 


(c) Some (f the fashion 
items lil$ ties and cra¬ 
vats, dockings for 
woman, \ articles of 
jewellery] saftey and 
hair pint, have failed 
to evoke |idequate res¬ 
ponse in\ import de¬ 
mand. 

(d) The items facing gene¬ 
ral decline in imports 
owing to technological 
changes or other fac¬ 
tors, like woven fabrics 
of jute, rubber pro¬ 
ducts, hemp and other 
vegetable fibres, mats 
and matting, have not 
responded to tariircon¬ 
cession. This has been 
the common experience 
in the EEC, Japan and 
Australia. 

Similarly, owing to techno¬ 
logical gap imports of plastic 
materials from developing 
countries have not picked up 


despite significant preference 
margin and a sharp increase in 
the overall import demand. 

Non-tariff factors influencing 
the response of import demand 
to tariff concessions: 

(a) Developed country indus¬ 
try branching oft to developing 
countries 

Importers of machinery 
items in the EEC have been 
increasingly showing preference 
for their overseas affiliates. 
The experience of India’s ex¬ 
port products enjoying foreign 
collaboration also substantiates 
this tendency. There has been 
a distinct trend in favour of 
branching off the industry 
from developed to the develop¬ 
ing countries. In particular, 
Brazil and Argentina are com¬ 
ing up very fast as formidable 
competitors in the EEC market. 
The investors from the EEC 
are equally keen and favour¬ 
ably inclined towards India, 
even on Indian terms for such 
foreign invcstment/collabora- 
tion. However, the complex 
and time consuming procedural 
formalities as well as India’s 
restrictive import policy unfor¬ 
tunately act as major hurdles. 

Importers from developed 
countries like the EEC appear 
to be more interested in esta¬ 
blishing a lasting relationship 
with their overseas affiliates in 
the imports of machinery items. 
This relationship may either be 
a joint venture of financial and 
or technological association 
or even a mere agcnt/principal 
relationship. 

(b) The lack of response to 
tariff changes in respect of 
certain products has been 
observed with reference to 
dilution in tariff preference 
margin. Despite the dilution 
in preference margin in the 
U.K. and New Zealand as a 
result of the introduction of 
GSP, exports of some of the 
items like woollen carpets, 
carpeting and rugs, made up 
articles, of jute, sports goods, 
leather, wood work of rose 
wood, scarves and cashew 
kernal have sustairlfd their 
rising trend. This has been due 
to—(i) established trade chan¬ 
nel, (ii) trade links, (iii) semi- 


monopolistic position of 
Indian supplies in these mar¬ 
kets; and (iv) effective market¬ 
ing effort on the part of Indian 
exporters and their counter¬ 
parts in the importing coun¬ 
try. 

Restrictive Impact of GSP 
Quotas 

The restrictive impact of the 
GSP quota in the EEC parti¬ 
cularly for the sensitive items 
has been a major inhibiting 
factor preventing, the develop¬ 
ing countries from the poten¬ 
tial benefits under the GSP, 
Unfortunately, more than 50 
per cent of items of India’s 
export interest fall under the 
sensitive category. Some of the 
important items under these 
include cotton textiles, iron 
and steel, manufactures of 
metals like tools, cutlery struc¬ 
tural, rubber products, leather, 
glassware, bicycle chains, paper 
and paperboard and mineral 
manufactures. Besides a lower 
sub-ceiling or the buffer limit, 
the sensitive products under 
the EEC scheme of GSP have 
a f urther disadvantage of the 
distribution of their total GSP 
quota among the member 
countries of the EEC in a fixed 
proportion. Further, the com¬ 
plicated nature of GSP quota, 
specially for the sensitive 
items has resulted in a situa¬ 
tion of uncertainty about the 
availability of the exact quan¬ 
tum at any particular point of 
time, thereby making it diffi¬ 
cult for the exporters from 
developing countries to syste¬ 
matically plan their shipments 
on the basis of the GSP quotas. 

Ceilings on imports under 
GSP also resulted in limiting 
India’s exports to Japan on 
products like coir carpets, 
shawls, and scarves. 

Dilution of GSP Concessions in 

the EEC 

Tariff preferences under the 
EEC scheme of GSP already 
suffered dilution, consequent 
to the recent agreement on 
exchange of tariff prcfcrnce 
between the EEC and the 
EFTA countries on the one 
hand and the enlargement of 
the EEC on the other. In 
effect, the GSP concession in 
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[the EEC market have been 
’rendered redundant for ail pro¬ 
ducts having alternate sources 
of supplies to the EEC from 
the Western Europe. 

Dilution of the Limited Quota 

Benefits in the EEC 

The enlargement of the EEC 
as a result of admission of 
developed countries like U.K., 
Denmark and Ireland as well 
as the proposed increase in the 
number of overseas associates 
from the developing Countries 
is bound to result in the reduc¬ 
tion of the GSP quota in the 
EEC market. At present, the 
basic quota in the EEC includes 
supplies to the EEC from all 
the developing countries in¬ 
cluding those who are likely to 
be granted the Associate 
Status. It may be noted that 
for calculation of the basic- 
quota, the EEC scheme of 
GSP does not take into 
account the imports from over¬ 
seas associates. 

The admission of developed 
countries like U.K., Denmark 
and Ireland into the EEC will 
also result in the reduction of 
the supplementary quotas avai¬ 
lable under the GSP, as im¬ 
ports from these countries on 
becoming a part of the intra- 
EEC trade, will no longer be 
taken into account for calcula¬ 
tion of the supplementary 
quotas under the GSP. 

Varied performance of indivi¬ 
dual beneficiaries 

Individual developing coun¬ 
tries have shown varying res¬ 
ponse to tariff concessions 
under the Generalised System 
of Preferences and the Aus¬ 
tralian System of Preferences. 
Despite the fact that the num¬ 
ber of beneficiary countries 
under both, the GSP and the 
ASP, is more than 100, not 
more than 25 countries have 
been able to derive any tangib¬ 
le benefit. As a result of GSP 
India has been able to increase 
her exports to the EEC and 
her position in West Germany 
as a supplier from developing 
countries has improved from 
the 30th to the 19th. However 
the performance of other deve¬ 
loping countries like Yugo¬ 
slavia, Brazil, Hong Kong, 


Argentina, Mexico, South 
Korea, etc., has been far better 
than that of India, mainly due 
to (a) proximity, (b) arrange¬ 
ments made for ensuring regu¬ 
lar and timely deliveries, 
though increasing use of ware¬ 
housing facilities, (c) better 
image, (d) business affiliations, 
and (e) better marketing effort. 
Owing to deficiency in some 
of these factors, India has not 
been able to sustain its share 
in the Australian market. Since 
the introduction of tariff prefer¬ 
ence India's share has deciined 
from 49.5 pet* cent in 196/-68 
to 25.0 per cent in 1971-72 
whereas the share of Taiwan, 
increased substantially from 1.5 
per cent in 1967-68 to 17.9 per 
cent in 1971-72. 

Vigorous Export I fforts Im¬ 
perative 

For better utilisation of the 
new opportunities created by 
tariff preferences under GSP, 
more vigorous efforts are re¬ 
quired to be made by India by 
chalking out a planned export 
effort with full concentration 
on the donor country markets 
which require long term stra¬ 
tegy, selling through establish¬ 
ed trade channels, compliance 
with delivery schedules and the 
samples duly approved and 
an extensive export publicity 
campaign to build up India's 
image. In other words, further 
improvements in the export 
techniques to be adopted by 
India are necessary to take 
increasing advantage of the 
GSP. It is significant to note 
that owing to inedequate 
marketing effort on the part 
of exporters of beneficiary 
developing countries, the total 
LDC quota available under the 
ASP in respect of various 
items has not at all been utili¬ 
sed or only partially utilised. 

At the same time it is equally 
necessary for the Government 
to ensure that the export effort 
of the country does not suffer 
for want of adequate and timely 
supplies of the raw-materials, 
power-supply and all other 
necessary inputs. Time has 
come now to formulate a stra¬ 
tegy with a time-bound prog¬ 
ramme to ensure fuller exploi¬ 
tation of the new opportuni¬ 
ties opened up in . the hard 


currency areas as a rsult of 
GSP. It is also necessry to 
resolve, that in the excution 
of such a time-bourn prog¬ 
ramme, all the requieJ and 
timely measures will b taken, 
including those in thdield of 
industrial policy, pol;ics on 


export incentives and import 
control. Similarly, prompt 
removal of the various pro¬ 
cedural and operational delays, 
impinging currently on the ex¬ 
port of effort of the country 
also need equally urgent atten¬ 
tion. 


List of Countrie or Territories Eligibie for the 
Benefit of G9 unless otherwise specified* 

(a) Developing Countries—Members of the Group of 77 


Afghanistan 

Algeria 

Argentina 

Bahrain (excluled by 

New Zealand, 
Dennark & Nor¬ 
way) 

Barbados 

Bhutan (cxclided by 

Ire find, Japan, 
Ncv Zealand, 
Dennark, Nor¬ 
way and U.K.) 

Bolivia 

Botswana 

Brazil 

Burma 

Burundi 

Cameroon 

Central Africa! Republic 

Ceylon 

Chad 

Chile 

Colombia 

Congo, Pcopfe's Republic of 
Costa Rica 

Cuba (excluded by Ire- 
! and. New Zea¬ 
land, Denmark, 
Norway and 
U.K.) 

Cyprus 

Dahomey 

Dominican Republic 

Ecuador 

Egypt 

El Salvador 
Equatorial Guinea 
Ethiopia 

Fiji (excluded by Ire¬ 

land, Denmark, 
Norway) 

Gabon 


Gambia 

Ghana 

Guatemala 

Guinea 

Guyani 

Haiti 

Honduras 

India 

Indonesia 

Iran 

Iraq 

Ivory Coast 

Jamaica 

Jordan 

Kenya 

Khmer 

Korea, Rc- (excluded by 

public of Finland) 

Kuwait 
Laos 
Lebanon 

Lesotho (excluded by 
Japan) 

Liberia 

Libya 

Madagascar 

Malawi 

Malaysia 

Maldives 

Mali 

Mauritania 

Mauritius 

Mexico 

Morocco 

Nepal 

Nicaragua 

Niger 

Nigeria 

Pakistan 

Panama 

(Canid.) 
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PatajpU*? 

Peru 

Philippines 

Qatar 


•V«- 
' &'- ,v 


(excluded by 
New Zealand, 
Denmark, Nor¬ 
way) 


ThSii nd 
•T^c 
Tfi$ ad an# Tobago 
Tu^il a 
Ug«Wa 
Uppe Volta 
Urugtiy 


.Rwanda 

Venezia 

Saudi Arabia 

Viet;-. Am, (excluded by 

Senegal 

Repf>lic of Finland) 

Sierra Leone 

Yemeni the Arab Republic 

Singapore 

of 

Somalia 

Yemepithe People's Demo- 

Sudan 

crati^Republic of 

Swaziland 

Y ugosl^ia 

Syria 

Zaire’ 1 

Tanzania 

Zambia 


(b) Dependent Territories, Associated Sla 
Extensa! Relations are conducted by 


Angola ** 

Antigua 

Australian Antarctic Terri¬ 
tory 

"Bahamas 

Bermuda 

British Antarctic Territory 
British Honduras 
British Indian Ocean Terri¬ 
tory (comprising the Chagos 
Archipelago, Alddbra, Far- 
quhar and Desmoches) 
British Solomon Islands 
Protectorate 
Brunei 

Cape Verde Islands; Cay¬ 
man Islands 
Christmas Island 
Cocos (Keeling) Islands 
v Corn Islands and Swan 
Islands 
Dominica 

Falkland Islands and Depen¬ 
dencies 

French Antarctic Territories 
French Polynesia 
Gibraltar 

Gilbert and Ellice Islands 
Colony 
Grenada 

Heard Island and McDonal 
Island 

Hong Kong 

Macao 

Montserrat 

* "BRN ECONOMIST 


Overseas 
Territories 
of New 
Zealand 


Pacific Isla 
by the 
America 
can Sai 
Swain Island), 
Island, J 
Sand Islam 



■ StlAicia' v'* 

St. Pierre antf lAjquefcttt 
St. Vincent 
Seychelles 

Surinam Wallis fth^ Ftituiut: 

Countries other than the Group of 77 f{ 
for GSP in case of certain donor countries on 


Name of the country 


and States whose 
Ird countries. 


Mozambique 
NetherlmU Antilles 
New Caldonia and Depen¬ 
dencies 1 * 

New Hebrlles Condominium 
Norfolk Isind 


(Niue Island, 
iTokelau Islands 
osc Depen- 
ency) and the 
'ook Islands, 
s administered 
[ited States of 
uam, Ameri- 
(comprising 
Midway 


iston Island, 

, Baker, How¬ 
lands, and^arvis Islands, 
and Johnson Atoll and 
King Reef, the following 
mandated islands—the 

Carolines, (he Marianas, 
and the Marshall Islands). 
Papua--New Guinea 
Pitcairn 

Portuguese Guinea 
Portuguese Timor 
Principe and Sao Tome 
Islands 

St. Christopher—Nevis An¬ 
guilla 

St, Helena (with Ascension 
and Tristan da Cunha) ~ 


Bangla Desh 

Bulgaria 

Greece 

Israel 

Malta 

Nauru 

Oman 
Portugal 
Ras-al Khaimah 

Romania 

Spain 

Taiwan 

Tonga 

Turkey 

United Arab Emirates 

Western Samoa 
Sikkim, 

People's Republic of 
Korea— 

Republic of Vietnam 
Mongolia 


EUgtbk inW 



Austria, EEC 

Austria, Japan 

Austria, Japan, New 
Switzerland 

Austria, Japan, New 
Sweden 


Austria, Japan, New Zealand* 
Switzerland, U.K. 

Austria, EEC, New Zealand,, 
Switzerland, U.K. 

Austria, EEC, Switzerland 

Austria, Japan 

Austria, EEC, Ireland, Swedt 
Switzerland 

Austria, Japan , 

Austria, Japan, New Zealand* 
Switzerland 7 £ 

■ \ 

Austria, Japan, New Zealand .-'A 

* V‘5 

Austria, EEC, Japan, New Zea^ 1 
land, Switzerland, U.K. ' 

Austria., Japan, New Zealand, t. 
Switzerland »«* ’ j&> 


Austria, EEC, New Zealand 
Switzerland 


Austria, EEC, Ireland, Jj 

New Zealand, Sweden; S' 
land, U.K. 


EEC, Switzerland 
Sweden 

Sweden 

Sweden 
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